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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 
OIL CONSERVATION DIVISION 

GARREY CARRUTHERS PORT OFriCE OOX ?OFI8 
STATE LANO OFFICE BUILDING 

SANTA FE. NEW MEXICO 87504 
(505J 827-5800 

M E M O R A N D U M 

TO: INDUSTRY OPERATORS, PURCHASERS AND 
INTERESTED PARTIES 

FROM: WILLIAM J. LEMAY, DIRECTOR 

SUBJECT: ANNUAL STATE OF THE INDUSTRY MEETING 
JUNE 3, 1988 

This year's State of the Industry meeting w i l l be held 
i n Morgan H a l l , State Land O f f i c e B u i l d i n g , Santa Fe, 
New Mexico, on June 3, 1988 beginning at 9 o'clock A.M. 
Navajo Refining Company w i l l be hosting a welcoming 
reception f o r everyone attending the State of the 
Indu s t r y meeting. I t w i l l be held on Thursday n i g h t , 
June 2, 1988, from 6:30 to 8:00 P.M. i n the New Mexico 
Room of the La Fonda Hotel. Cocktails and hors d'oeuvres 
w i l l be served. We have a v a r i e d and i n t e r e s t i n g program 
t h i s year which i s as f o l l o w s : 

9:00 - 9:10 OPENING REMARKS - W i l l i a m J. LeMay -
D i r e c t o r , O i l Conservation D i v i s i o n , EMNR 

9:10 - 9:33 KEYNOTE ADDRESS - Douglas H.M. Branion, 
Consul General f o r Canada, Southwestern 
United States 

9:35 - 10:00 NEW MEXICO AND THE DOMESTIC CRUDE OIL 
OUTLOOK - Guy W. Yates, Vice President, 
Marketing, Giant I n d u s t r i e s , Inc. 

10:00 - 10:25 INTERNATIONAL CRUDE OIL PERSPECTIVE -
Roy Steiner, Vice President, Crude O i l 
Supply, P h i l l i p s Petroleum 

10:25 - 10:40 BREAK 
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10:40 - 11:05 PROPOSED CHANGES IN NEW MEXICO'S OIL 
ALLOWABLE PROCESS - Jerry Sexton, O i l 
Conservation D i v i s i o n D i s t r i c t Supervisor 

11:05 - 11:30 DEVELOPMENTS IN NATURAL GAS MARKETING -
Ron Mer r e t t , Manager, O i l Conservation 
D i v i s i o n Gas Marketing Bureau 

11:30 - 11:50 PANEL DISCUSSION - Questions from the f l o o r 

11:50 - 12:00 CONCLUDING REMARKS - Will i a m J. Lemay 

May 13, 1988 
f d / 



Docket No. 16-88 

Dockets Nos. 17-88 and 18-88 .ite tentatively set for June 8 and 22, 1988. Applications for hearing must be f i l e d 
at least 22 days i n advance of hearing date. 

DOCKET; EXAMINER HEARING - WEDNESDAY - MAY 25, 1988 

8:15 A.M. - OIL CONSERVATION DIVISION CONFERENCE ROOM, 
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO 

The following cases w i l l be heard before Michael E. Stogner, Examiner, or David R. Catanach, Alternate Examiner: 

l/CASE 9379: In the matter of Che hearing called by the Oil Conservation Division on i t s own notion to consider the 
amendment of Division Order No. R-6469-B, by deleting the restriction of the special rules for the West 
Puerto Chiguito-Mtincos Oil Pool, Rio Arriba County, New Mexico, to within the limits of the cool boundary. 
Said pool is a vast area located north of Lindrith, New Mexico. 

CASE 9380: Application of McKay Oil Corporation for a unit agreement, Chaves County, New Mexico. 
Applicant, i n the above-styled cause, seeks approval of the West Fork Unit Area comprising 20,775.02 
acres, more or less, of State, Federal and Fee lands in portions of Townships 4 and 5 South, Ranges 21 
and 22 East. The center of 3aid acreage i s approximately 3 1/4 miles west of the intersection of U.S. 
Highway No. 285 and State Highway No. 20. 

CASE 9381: Application of McKay Oil Corporation for a unit agreement, Chaves County, New Mexico. 
Applicant, i n Hie above-styled cause, seeks approval of the Camp State Unit Area comprising 5,453.34 
acres, more or less, of State, Federal and Fee lands in portions of Ttwnship 5 South, Ranges 22 and 
23 East. The unit area i s located astraddle U.S. Highway No. 285 between the store and garage at 
Mesa, New Mexico, and the State-maintained Rest Stop three miles north of Mesa, New Mexico; being 
approximately 28 miles north of the town of Roswell, New Mexico. 

CASE 9382: Application of TXD Production Corp. for a unit agreement. Lea County, New Mexico. 
Applicant, in the above-styled cause, seeks approval of the Phiester State Unit Area comprising 320 
acres, more or less, of State lands in the E/2 of Section 36, Township 11 South, Range 37 East. Said 
unit i s located approximately 4.5 miles north of U.S. Highway 380 on County Road 168. 

CASE 9383: Application of TXD Production Corp. for directional d r i l l i n g and unorthodox o i l well locations, Lea 
County, New Mexico. Applicant, i n the above-styled cause,., seeks authority to re-enter the plugged and 
abandoned Skelton Oil Company Phillips State Well No. 1 located 2310 feet from the South line and 1650 
feet from the East: line (Unit J) of Section 36, Township 11\ South, Range 37 East, wherein the applicant 
proposes to deepen and deviate said well to within 50 feet of the following targeted locations (both of 
which are unorthodox): 

1. In the Wolfcamp formation - 2570 feet from the North line and 1604 feet from the 
East line of said Section 36; and, 

2. In the Devonian formation - 2100 feet from the North line and 1550 feet from the 
East line of said Section 36; 

both zones to be dedicated to the SW/4 NE/4 (Unit G) of said Section 36 forming a standard 40-acre o i l 
spacing and proration unit. IN THE ALTERNATIVE, should re-entry into the aforementioned well be found 
impracticable, the applicant seeks authority to re-enter the temporarily abandoned Apache Corporation 
Heyco "36" State Well No. 1 located 1650 feet from the North line and 990 feet from the East line (Unit 
H) of said Section 36, wherein the applicant proposes to deepen and deviate said well to within 50 feet 
of the following targeted locations (both of which are ur»rthodox): 

1. In the Wolfcamp formation - 1890 feet from the North line and 1289 feet from the 
East line of said Section 36 to be dedicated to the SE/4 NE/4 (Unit H) of said 
Section 36 forming a standard 40-acre o i l spacing and proration unit; and, 

2. In the Devonian formation - 2100 feet from the North line and 1550 feet from the 
East line of said Section 36 to be dedicated to the SW/4 NE/4 (Unit G) of said 
Section 36 forming a standard 40-acre o i l spacing and proration unit. 

Said unit i s located approximately 4.5 miles north of U.S. Highway 380 on County Road 168. 

CASE 9384; Application of Yates Petroleum Corporation for an unorthodox well location, Chaves County, New Mexico. 
Applicant, in the above-styled cause, seeks approval for an unorthodox well location 1980 feet from 
the South line anc! 660 feet from the East line (Unit I) of Section 26, Township 9 South, Range 26 
East, to test a l l formations to the base of the Ordovician formations, the S/2 of said Section 26 to 
be dedicated to said well forming a standard 320-acre gas spacing and proration unit for any and a l l 
formations and/or pools within said vertical extent developed on 320-acre spacing. Said location is 
approximately 8 miles southeast by east of the Pecos River Bridge on U.S. Highway 70. 
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CASE 9359: (Continued from April 27, 1988, Examiner Hearing) 

Application of Dugan Production Corporation for a non-standard oil proration unit, Sandoval County, 
New Mexico. Applicant, in the above-styled cause, seeks an exception to the Special Rules and Regu
lations for the Rio Puerco-Mancos Oil Pool as promulgated by Division Order No. R-7471, as amended, 
to form a 160-acre non-standard oil spacing and proration unit for said pool comprising the NW/4 of 
Section 25, Township 21 North, Range 4 West, to be dedicated to the existing Husky Federal Well No. 
2 located at a standard location 990 feet from the North and West lines (Unit D) of said Section 25. 
Said well is located approximately 3.25 miles south of Milepost 75 on New Mexico Highway No. 44. 

CASE 9369: (Readvertised) 

Application of Hixon Development Company for compulsory pooling, Rio Arriba County, New Mexico. 
Applicant, in the above-styled cause, seeks an order pooling a l l mineral interests in the Gavilan-
Mancos Oil Pool underlying a l l of Section 36, Township 26 North, Range 2 West, forming a standard 
640-acre oil spacing and proration unit for said pool. Said unit i s to be dedicated to the applicant's 
Tapacitos Well No. 4 located at an urorthodox oil well location within the buffer zone as prescribed 
by Rule 2 (b) of R-7407-E 1100 feet from the South line and 1600 feet from the East line (Unit O) of 
said Section 36 which i s presently completed in and producing from the Gavilan-Mancos Oil Pool and to 
which the E/2 of said Section 36 i s presently dedicated. Also to be considered will be the adoption 
of guidelines for participation in said well and the designation of applicant as operator of the well. 
Said unit i s located approximately 3.5 miles southwest by south of Gavilan, New Mexico. 

CASE 9377: (Continued from May 11, 1988, Examiner Hearing) 

Application of Hixon Development Company for compulsory pooling, Rio Arriba County, New Mexico. 
Applicant, in the above-styled cause, seeks an order pooling a l l overriding royalty interests in the 
Gavilan-Mancos Oil Pool underlying a l l of Section 25, Township 26 North, Range 2 West, to form a 
standard 640-acre oil spacing and proration unit for said pool. Said unit is to be dedicated to the 
applicant's Tapacitos Well No. 2 located at a previously approved unorthodox location (NSL-1404) 
1545 feet from the South line and 790 feet from the West line (Unit L) of said Section 25 which is 
presently completed in and producing from the Gavilan-Mancos Oil Pool and in which _the S/2 of said 
Section 25 is presently dedicated. Said well is located approximately 4.5 miles north-northwest of 
Gavilan, New Mexico. 

CASE 9385: Application of Blackwood & Nichols Co., Ltd. for salt water disposal, San Juan County, New Mexico. 
Applicant, in the above-styled cause, seeks authority to dispose of produced .salt water into the Ojo 
Alamo or Kirtland formation in the perforated interval from approximately 2422 feet to 2531 feet in 
its Northeast Blanco Unit Well No. 206 located 790 feet from the South line and 1190 feet from the 
West line (Unit M) of Section 10, Township 31 North, Range 7 West. Said well is approximately 8 
miles north-northeast of the Navajo Lake Dam. 

CASE 9373: (Continued from May 11, 1988, Examiner Hearing) 

Application of Texaco Producing Inc. for salt water disposal, Eddy County, New Mexico. 
Applicant, in the above-styled cause, seeks authority to dispose of produced salt water into the 
Brushy Draw-Delaware Pool in the perforated interval from approximately 5417 feet to 6170 feet in its 
Salt Mountain "36" State Well No. 1 located 660 feet from the North and West lines (Unit D) of Section 
36, Township 26 South, Range 29 East, which is located approximately 2.25 miles east by north of where 
the Pecos River crosses the Texas/New Mexico Stateline. 

CASE 9386: Application of Standard Oil Production company for an unorthodox o i l well location and directional 
drilling, Lea County, New Mexico. Applicant, in the above-styled cause, seeks approval to directionally 
d r i l l from a surface location 1300 feet from the North line and 1060 feet from the East line of Section 
36, Township 16 South, Range 37 East, to a non-standard bottomhole location in the Undesignated Cascy-
Strawn Pool within 150 feet of a target point of 1090 feet from the North line and 1180 feet from the 
East line (Unit A) of said Section 36. The N/2 NE/4 of said Section 36 is to be dedicated to the well 
forming a standard 80-acre proration and spacing unit for said pool. This unit is located approximately 
6 miles north by east of Humble City, New Mexico. 

CASE 9350: (Continued from May 11, 1988, Examiner Hearing) 

Application of Amerind Oil Company for a non-standard o i l proration unit. Lea County, New Mexico. 
Applicant, in the above-styled cause, seeks approval for an 80-acre non-standard o i l proration unit 
for production from the Strawn and Atoka formations comprising the SE/4 NE/4 and NE/4 SE/4 of Section 
2, Township 17 South, Range 37 East, Undesignated Shipp-Strawn Pool, Undesignated Humble city-Strawn 
Pool, and Undesignated Humble City-Atoka Pool, said unit to be dedicated to a well to be dr i l l e d at a 
standard o i l well location thereon. Said unit is located approximately 4.5 miles north of Humble 
City, New Mexico. 
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CASE 9376: (Continued from May 11, 1988, Examiner Hearing) 

Application of Nearburg Producing Company to amend Division Order No. R-8605 and the assignment of 
an o i l allowable retroactive to April 1, 1988, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks to amend Division Order No. R-8605, dated March 8, 1988, by changing the non
standard o i l proraiuon unit to include Lots 3 and 4 of Section 19, Township 16 South, Range 37 East, 
to be dedicated to i t s Soledad "19M" Well No. 1 located at an unorthodox location 1000 feet from the 
South and West lines of said Section 19 thereby forming a non-standard o i l spacing and proration unit 
consisting of 100.HI acres. Applicant also seeks the assignment of an o i l allowable' for said well to 
be made retroactivti to April 1, 1988 based on the new acreage factor. Said well i s located approxi
mately 4.25 miles southeast of lovington. New Mexico. 

CASE 9353: (Continued fran April 27, 1988, Examiner Hearing) 

Application of Read & Stevens, Inc. for an urwrthodbx gas well location, Eddy County, New Mexico. 
Applicant, i n the above-styled cause, seeks approval for an unorthodox gas well location 660 feet 
from the North and East lines (Unit A) of Section 19, Township 19 South, Range 29 East, undesignated 
Turkey Track-Morrow Gas Pool or undesignated West Parkway-Morrow Gas Pool, the E/2 of said Section 
19 to bs dedicated to said well forming a standard 320-acre gas spacing and proration unit for either 
pool. Said location i s approximately 7.5 miles southeast by east of the old I l l i n o i s Camp. 

CASE 9366: (Readvertised) 

Application of Exxon Corporation for an unorthodox o i l well location. Lea County, New Mexico. 
Applicant, i n the above-styled cause, seeks approval for an unorthodox o i l well location 990 feet 
from the South line and 330 feet from the East line (Unit P) of Section 9, Township 17 South, Range 
37 East, undesignated Shipp-Strawn Pool, the S/2 SE/4 of said Section 9 to be dedicated to the well 
forming a standard 80-acre o i l spacing and proration unit for said pool. Said location i s approxi
mately 3.8 miles northwest by north of Humble City, New Mexico. 

CASE 9387: Application of Exxon Corporation for an urcrthcdox gas well location, downhole crxrmingling, hydro
carbon storage authority, and rel i e f fran the reporting requirements of Division General Rule 1131, 
Eddy County, New Mexico. Applicant, i n the above-styled cause, seeks approval to cotimingle gas 
production from the Happy Valley-MULrow Gas Pool with the undesignated Northeast Sheep Draw-Strawn 
Gas Pool i n the wellbore of i t s Happy Valley "B" Federal Com Well NO. 1 located at a previously 
approved unorthodox gas well location for the Morrow zone (NSL-2152) 1471 feet from the South line 
and 1908 feet from the West line (Unit K) of Section 28, Township 22 South, Range 26 East. Applicant 
further requests approval to u t i l i z e the Strawn zone in said well for storage of gas from the Morrow 
zone and an exemption from the reporting requirements of Division General Rule 1131. Said well i s ., 
located approximately 1 mile northwest by west of the Carlsbad City Dump. 

CASE 9362: (Continued from April 27', 1988, Examiner Hearing) 

Application of Meridian Oil Inc. for the extension of the vertical limits of the Cedar Hill-Fruitland 
Basal Coal Pool and the concomitant contraction of the Mount Nebo-Fruitland Pool, San Juan County, New 
Mexico. Applicant, in the above-styled cause, seeks the extension of the vertical limits of the Cedar 
Hill-Fruitland Basal Coal Pool to include any and a l l coal zones of the Fruitland formation, from 
approximately 2,579 feet to 2,878 feet, in Sections 3 through 6, Township 31 North, Range 10 West, and 
Sections 19 through 22 and 27 through 34, Township 37 North, Range 10 West. Applicant also seeks the 
concomitant contraction of said zones from the Mount Nebo-Fruitland Pool. Said area consists of 16 
square miles in the form of a square centered approximately 5.5 miles east by north of Cedar H i l l , New 
Mexico. 

CASE 9388: Application of Curtis J. L i t t l e Oil and Gas for compulsory pooling, Rio Arriba County, New Mexico. 
Applicant, in the above-styled cause, seeks an order pooling a l l mineral interests frctn the surface 
to a depth of approximately 8,300 feet underlying the SE/4 of Section 1, Township 25 North, Range 3 
West, to form a standard 160-acre, more or less, gas spacing and proration unit for any and a l l 
formations and/or pools within said vertical limits developed on 160-acre spacing to be dedicated to 
a well to be drill e d at a standard gas well location thereon. Also to be considered w i l l be the 
cost of d r i l l i n g 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 i n d r i l l i n g said well. Said unit i s located approximately one quarter mile 
south of the Ojito Post Office. 

CASE 9389: Application of Robert N. Enfield for compulsory pooling and an unorthodox gas well location, Chaves 
County, New Mexico. Applicant, in the above-styled cause, seeks an order pooling a l l mineral interests 
from the surface to the base of the Devonian formation underlying the NW/4 of Section 29, Township 7 
South, Range 31 East, to form a standard 160-acre gas spacing and proration unit for any and a l l forma
tions and/or pools developed on 160-acre spacing within said vertical limits or the W/2 of said 
Section 29 to form a standard 320-acre gas spacing and proration unit for any and a l l formations and/or 
pools develooed on 320-acre spacing within said vertical limits, both aforementioned units to be 
dedicated to i t s E. McCombs Well No. 1 dr i l l e d at an unorthodox gas well location (for a 320-acre 
dedication) 1650 fest from the North line and 990 feet from the West line (Unit E) of said Section 29. 
Also to be considered w i l l be the cost of d r i l l i n g and completing said well and the -sllocaticn of <:hc 
cost thereof as well as actual operating costs and charges for supervision, designer . .in of at pi ion i t as 
operator of the well and a charge for risk involved in d r i l l i n g said well. Said units are i v-nted 
approximately 11 miles south by west of Kenna, New Mexico. 
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CASE 9390: Application of Robert N. Enfield for pool creation and special pool rules, Chaves County, New Mexico. 
Applicant, in the above-styled cause, seeks the creation of a new pool for the production of gas from 
the Devonian formation comprising the W/2 of Section 29, Township 7 South, Range 31 East, and for the 
promulgation of special rules and regulations for said pool including a provision for 160-acre spacing 
and proration units and designated well locations. Said area is located approximately 11 miles south 
by west of Kenna, New Mexico. 

CASE 9391: Application of Foran Oil Company for compulsory pooling, Lea County, New Mexico. 
Applicant, in the above-styled cause, seeks an order pooling a l l mineral interests i n the Strawn 
formation underlying the E/2 SE/4 of Section 7, Township 16 South, Range 37 East, forming a standard 
80-acre o i l spacing and proration unit for the Northeast Iovington-Pennsylvanian Pool, to be dedicated 
to a well to be dri l l e d at a standard o i l well location in the NE/4 SE/4 (Unit I) of said Section 7. 
Also to be considered w i l l be the cost of d r i l l i n g 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 d r i l l i n g said well. Said unit i s approxi
mately 4 miles east by south of the junction of U.S. Highway 82 and New Mexico State 18 in Lovington, 
New Mexico. , 

CASE 9392: Application of Foran Oil Company for compulsory pooling and non-standard gas proration unit, Lea 
County, New Mexico. Applicant, in the above-styled cause, seeks an order pooling a l l mineral interests 
from the surface to either the base of the Morrow formation or to a depth of 13,000 feet, whichever is. 
deeper, underlying the SE/4, E/2 SW/4, and Lots 3 and 4 of Section 30, Township 21 South, Range 35 
East, forming a 312.05-acre, more or less, non-standard gas spacing and proration unit for any and a l l 
formations and/or pools within said vertical l i m i t s developed on 320-acre spacing, and the SE/4 of 
said Section 30 forming a standard 160-acre gas spacing and proration unit for any and a l l formations 
and/or pools within said vertical limits developed on 160-acre gas well spacing, both aforementioned 
units to be dedicated to a well to be d r i l l e d at a standard gas well location thereon. Also to be 
considered w i l l be the cost of d r i l l i n g 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 d r i l l i n g said well. Said area is approximately 
2.5 miles south of the junction of New Mexico State Road 176 and County Road 32. 

CASE 9393: Application p f Tenneco Oil Company for exceptions to Rule 2(b) of the special rules governing the 
Blanco-Mesaverde Pool, i n f i l l well findings, and five unorthodox gas well locations, San Juan 
County, New Mexico. Applicant, in the above-styled cause, seeks an exception to Rule 2(b) of the 
special rules and regulations for the Blanco-Mesaverde Pool as promulgated by Division Order No. 
R-8170, as amended, allowing a third well to be dri l l e d and produced within 16 certain proration 
units, each well to be drilled within the quarter section that contains the original well in the 
unit, five of which are uriorthodox (as listed below), and for an effective and efficient finding 
on each well, pursuant to F.E.R.C. Rule 271.305. 

1. 1720' FSL & 1610' FWL, Section 28, T30N, R8W 
2. 1620' FSL & 1005' FWL, Section 27, T30N, R8W 
3. 300' FNL & 1230' FEL, Section 27, T30N, R8W 
4. 2160' FNL & 395' FEL, Section 3, T31N, R11W 
5. 1125" FNL & 1828' FEL, Section 27, T29N, R8W 

CASE 9394: In the matter of the hearing called by the Oil Conservation Division on i t s own motion for an order 
creating and extending certain pools in Chaves and Eddy Counties, New Mexico. 

(a) CREATE a new pool in Eddy County, New Mexico, classified as a gas pool for Wolfcamp production 
and designated as the Sulphate Draw-Wblfcamp Gas Pool. The discovery well is the Enron Oil and Gas 
Harkey 35 State Well No. 1 located in Unit J of Section 35, Township 24 South, Range 27 East, NMFM. 
Said pool would comprise: 

TOWNSHIP 24 SOUTH, RANGE 27 EAST, NMEM 
Section 35: E/2 

(b) EXTEND the East Avalon-Bone Spring Pool in Eddy County, New Mexico, to include therein: 

TOWNSHIP 21 SOUTH, RANGE 27 EAST, NMPM 
Section l i s NW/4 

(c) EXTEND the Benson-Bone Spring Pool in Eddy County, New Mexico, to include therein: 

TOWNSHIP 19 SOUTH, RANGE 30 EAST, NMEM 
Section 11: SE/4 

(d) EXTEND the Benson-Strawn Gas Pool in Eddy County, New Mexico, to include therein: 

TCWNSigP 19 SOUTH, RANGE 30 EAST, NMEM 
Section 4: E/2 
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(e) EXTEND the Crooked Creek-Morrow Gas Pool i n Eddy County, New Mexico, to include therein: 

TOWNSHIP 23 SOUTH, RANGE 24 ERST, NMPM 
Section 33: S/2 

(f) EXTEND the North Dagger Draw-Upper Pennsylvanian Pool i n Eddy County, New Mexico, to include 
therein: 

TOWNSHIP 19 SOUTH, RANGE 24 EAST, NMPM 
Section 25: W/2 

TOWNSHIP 19 SOUTH, RANGE 25 EAST, NMEM 
Section 30s NE/4 

(g) EXTEND the Diablo-San Andres Pool in Eddy County, New Mexico, to include therein: 

TOWNSHIP 10 SOUTH, RANGE 27 EAST, NMPM 
Section 21: S/2 NE/4 and NW/4 NE/4 

(h) EXTEND the Foar Ranch-PrePermian Gas Pool in Chaves County, New Mexico, to include therein: 

TOWNSHIP 9 SOUTH, RANGE 26 EAST, NMPM 
Section 11: W/2 

(i) EXTEND the North Foor Ranch-Pennsylvanian Gas Pool i n Chaves County, New Mexico, to include 
therein: 

TOWNSHIP 8 SOUTH, RANGE 27 EAST, NMPM 
Section 31: S/2 

(j) EXTEND the South Palma Mesa-Pennsy 1vanian Gas Pool in Chaves County, New Mexico, to include 
therein: 

TOWNSHTP 8 SOUTH, RANGE 27 EAST, NMPM 
Section 27: S/2 
Section 28: S/2 
Section 34: N/2 

(k) EXTEND the We:it Pecos Slope-Abo Gas Pool in Chaves County, New Mexico, to include therein: 

TOWNSHIP 5 SOUTH, RANGE 22 EAST, NMPM 
Section 30: SE/4 

(1) EXTEND the Santo Nino-Bone Spring Pool in Eddy County, New Mexico, to include therein: 

TOWNSHIP 18 SOUTH, RANGE 30 EAST, NMEM 
Section 30: W/2 NE/4 

(m) EXTEND the North Shugart-Bone Spring Pool in Eddy County, New Mexico, to include therein: 

TOWNSHIP 18 SOUTH, RANGE 31 EAST, NMPM 
Section 6: SE/4 
Section 18: N/2 

(n) EXTEND the Red Lake Atoka-Morrow Gas Pool in Eddy County, New Mexico, to include therein: 

TOWNSHIP 18 SOUTH, RANGE 27 EAST, NMPM 
Section 15: S/2 



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. 8715 
Order No. R-6469-B 

APPLICATION OF BENSON-MONTIN-GREER 
DRILLING CORPORATION FOR THE AMENDMENT 
OF THE SPECIAL RULES AND REGULATIONS 
FOR THE WEST PUERTO CHIQUITO-MANCOS OIL 
POOL, RIO ARRIBA COUNTY, NEW MEXICO. 

ORDER OF THE DIVISION >: - i ' 

BY THE DIVISION: 

This cause came on for hearing at 8 a.m. on September 25, 
1985, at Santa Fe, New Mexico, before Examiner Michael E. 
Stogner. 

NOW, on this 7th day of March, 1986 , the Division 
Director, having considered the testimony, the record, and the 
recommendations of the Examiner, and being f u l l y advised in the 
premises, 

FINDS THAT: 

(1) Due public notice having been given as required by 
law, the Division has ju r i s d i c t i o n of this cause and the 
subject matter thereof. 

(2) A.t the time of the hearing Division Cases Nos. 8695, 
8714 and 8715 were consolidated for the purposes of testimony. 

(3) Ey Division Orders Nos. R-2565-C, R-6469, and 
R-6469-A, the New Mexico O i l Conservation Division amended the 
Special Rules and Regulations governing the West Puerto 
Chiquito-Mancos O i l Pool, Rio Arriba County, New Mexico, as 
promulgated by Division Order No. R-2565-B, which included, 
among other things, provisions for 640-acre spacing and 
proration units, well location requirements, assigning to each 
640-acre unit a depth bracket allowable of 640 barrels of o i l 
per day, and r e s t r i c t i n g the number of wells d r i l l e d on each 
unit to only one. 

(4) The applicant, Benson-Montin-Greer D r i l l i n g 
Corporation, seeks, at this time, the amendment of the Special 
Rules and Regulations for the West Puerto Chiquito-Mancos O i l 
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Pool, to allow a second well to be d r i l l e d on any 640-acre 
proration unit in a "Buffer Zone" to be formed on the western 
portion of the pool where i t shares, in part, «a common boundary 
with the Gavilan-Mancos O i l Pool, which i s spaced on 320-acre 

T proration units with a depth bracket allowable of 702 barrels 
of o i l per day from each unit. 

(5) Said Buffer Zone would consist of the following 
described acreage which includes, in part, the western-most two 
rows of sections in the subject pool, a l l in Rio Arriba County, 
New Mexico: 

TOWNSHIP 24 SOUTH, RANGE 1 WEST, NMPM 
Sections 5 through 8: A l l 

TOWNSHIP 25 NORTH, RANGE 1 WEST, NMPM 
Sections 5 through 8: A l l 
Sections 17 through 20: A l l 
Sections 29 through 32: A l l 

TOWNSHIP 26 NORTH, RANGE 1 WEST, NMPM 
Sections 5 through 8: A l l 
Sections 17 through 20: A l l 
Sections 29 through 32: A l l 

(6) Applicant further seeks an amendment increasing the • 
depth bracket allowable for the pool with additional provisions 
in the above-described Buffer Zone. 

(7) Based on the evidence presented at this hearing and 
the testimony and evidence from the previous cases concerning 
the Gavilan and West Puerto Chiquito-Mancos O i l Pools of which 
administrative notice was taken, the two aforementioned pools 
share a common reservoir within the Mancos formation. 

(8) Within this general area the Mancos formation sharply 
updips to the east and actually outcrops within a mile to the 
east of the West Puerto Chiquito-Mancos O i l Pool's eastern 
boundary thereby placing i t in depth range of 0 to 5,000 feet. 
The Mancos formation within the Gavilan-Mancos O i l Pool 
averages between 6,000 to 7,000 feet. 

(9) The fact of producing wells on each side of the 
common boundary between the West Puerto Chiquito-Mancos and the 
Gavilan-Mancos O i l Pools would strongly indicate that 
uncompensated drainage would be reduced and correlative rights 

V would be better served i f the West Puerto Chiquito-Mancos O i l 
Pool was assigned an allowable more nearly equivalent to the 
640-acre total allowable in the Gavilan-Mancos Pool. 
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(10) The applicant proposed the new allowable of the 
subject pool be based on the allowable assigned in the 
Gavilan-Mancos O i l Pool times two, or 1404 barrels of o i l per 
day. 

(11) A review of the testimony presented at the hearing 
indicates that the evidence i s insuf f i c i e n t to support this 
reasoning. The allowable should therefore be based on the 
depth bracket allowable as set out in Division General Rule 
505, which i s calculated to be 1342 barrels of o i l per day for 
a 640-acre unit at a depth range of 6,000 to 7,000 feet. 

(12) Within the proposed "Buffer Zone" as described in 
Finding No. (5) above, the applicant proposes the following 
amendments to the subject Special Pool Rules: 

(a) A second well be permitted on a 640-acre 
proration unit; 

(b) Only one well should be allowed to be d r i l l e d in 
the west one-half of each section in the row of Sections in the 
pool which immediately borders the Gavilan-Mancos O i l Pool; 

(c) Any well on a proration unit that i s located . 
closer than 2310 feet from the immediate eastern boundary of 
the Gavilan-Mancos O i l Pool would not be allowed to produce 
that share of i t s proration unit's top allowable that i s in 
excess of the top allowable for a well on a 320-acre proration 
unit in the Gavilan-Mancos O i l Pool, or 70 2 barrels of o i l per 
day; and, 

id) When there i§ only one well on a 640-acre 
proration unit and i t i s located 2310 feet or more from the 
immediate eastern boundary of the Gavilan-Mancos O i l Pool, i t 
would be allowed to produce a f u l l proration unit's top 
allowable. 

(13) The evidence presented shows that an order embodying 
the above findings i s in the best interest of conservation, 
would prevent waste and protect correlative rights, and should 
therefore be approved and made effective as of February 1, 
1986 . 

(14) The Special Rules and Regulations for the West Puerto 
Chiquito-Mancos O i l Pool as promulgated and amended by Division 
Orders Nos.. R-2565-B, R2565-C, R-6469, and R-6469-A, have 
become somewhat complex, complicated, and unclear; therefore, 
these Special Rules should at this time be renumbered for the 
purpose of c l a r i f i c a t i o n . 
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IT IS THEREFORE ORDERED THAT: 

(1) The Special Rules for the West Puerto Chiquito-Mancos 
Oi l Pool, Rio Arriba County, New Mexico, as previously . 
established by Division Order No. R-2565-B as amended by 
Division Orders Nos. R-2565-C and R-6469-A are hereby 
superseded. 

(2) That new Special Rules are hereby established for the 
West Puerto Chiquito-Mancos O i l Pool incorporating new or 
revised provisions in compliance with the findings of this 
order and pre-existing rules not in conf l i c t therewith, a l l 
as follows: 

SPECIAL RULES FOR THE 
WEST PUERTO CHIQUITO-MANCOS OIL POOL 

RULE 1. Each well completed or recompleted in the West 
Puerto Chiquito-Mancos O i l Pool s h a l l be spaced, d r i l l e d , 
operated, and produced in accordance with the Special Rules and 
Regulations hereinafter set forth. 

RULE 2. Each well completed or recompleted in the West 
Puerto Chiquito-Mancos O i l Pool sh a l l be located on a standard 
spacing or proration unit consisting of approximately 640-acres 
which s h a l l comprise a single governmental section, being a 
legal subdivision of the United States Public Land Surveys. 
For purposes of these rules, a spacing or proration unit 
consisting of between 632 and 648 contiguous surface acres 
s h a l l be considered a standard spacing or proration unit. No 
non-standard spacing or proration unit s h a l l be authorized 
except after notice and hearing. 

RULE 3. An exception to the provisions of Rule 2 above 
may be obtained administratively for a non-standard unit 
comprising a l l of a single governmental section but comprising 
less that 632 acres or more than 648 acres resulting from a 
correction in the lands survey. 

To obtain such administrative approval, the 
applicant s h a l l furnish the Division Director with appropriate 
plats and with the written consent of a l l operators owning 
lands offsetting the proration unit. 

In l i e u of furnishing such consent, the 
applicant may furnish proof that a l l of the aforesaid operators 
were notified by registered or c e r t i f i e d mail of his intent to 
form the non-standard unit. The Division Director may approve 
the application upon receipt of the aforementioned written 
consents, or i f no offset operator has objected to the 
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non-standard unit within 30 days after the Director received 
the application. 

RULE 4. (a) Each well completed or recompleted in the 
West Puerto Chiquito-Mancos O i l Pool s h a l l be located no nearer 
than 1650 feet to the outer boundary of the proration unit nor 
closer than 330 feet to a quarter section l i n e , provided 
however, that, with the exception of those areas as described 
in Rule 5 below, nothing contained herein s h a l l be construed as 
permitting the d r i l l i n g of more than one well on a spacing or 
proration unit. 

(b) The operator of each well projected to and 
completed in the West Puerto Chiquito-Mancos O i l Pool s h a l l 
conduct deviation teists on such well to determine the deviation 
from the v e r t i c a l at least once each 500 feet or at the f i r s t 
b i t change succeeding 500 feet. A tabulation of a l l deviation 
tests run, sworn to and notarized, s h a l l be f i l e d with Form 
C-104, Request for Allowable and Authorization to Transport O i l 
and Gas. 

(c) I f the t o t a l deviation, assumed in a 
constant direction, indicates a horizontal displacement of the 
lowermost perforation t or the bottom of the hole in the case of 
an open-hole completion, of more than 330 feet from the surface 
location, no allowable s h a l l be approved for the well unless a 
directional survey approved by the Division Director 
establishes a horizontal displacement of 330 feet or les s , or 
unless the well has been approved for production, subject to a 
possible production penalty; after notice and hearing. 

RULE 5. The Division Director may grant an exception to 
the surface location requirements of Rule 4 (a) without notice 
and hearing when an application has been f i l e d for an 
unorthodox location necessitated by topographical conditions or 
the recompletion of a well previously d r i l l e d to another 
horizon. A l l operators offsetting the proposed unorthodox 
location s h a l l be notified of the application by registered or 
c e r t i f i e d mail, and the application s h a l l state that such 
notice has been furnished. The Division Director may approve 
the application upon receipt of written waivers of objection 
from a l l operators or i f no objection i s received from any 
offsetting operator within 20 days after receipt of the 
application and written waivers have been received from a l l 
offset operators whose lands are being "crowded" either 
directly or diagonally by the proposed unorthodox location. 

RULE 6. (a) A second well may be d r i l l e d on any 
proration unit which l i e s within the following described 
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"Buffer Zone" which includes the western-most two rows of 
sections within the pool, a l l in Rio Arriba County, New Mexico: 

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

TOWNSHIP 25 NORTH, RANGE 1 WEST, NMPM 
Sections 5 through 8: A l l 
Sections 17 through 20: A l l 
Sections 29 through 32: A l l 

TOWNSHIP 26 NORTH, RANGE 1 WEST, NMPM 
Sections 5 through 8: A l l 
Sections 17 through 20: A l l 
Sections 29 through 32: A l l 

However, only one well s h a l l be allowed in the western one-half 
of each section of the western-most row of sections in the 
above-described "Buffer Zone". 

(b) The Director of The O i l Conservation 
Division may administratively extend the "Buffer Zone" upon an 
extension of the common boundary between the West Puerto 
Chiquito O i l Pool and the Gavilan-Mancos O i l Pool. 

RULE 7. (a) Except as otherwise provided for in subparts 
(b) and ( c ) , below, a standard spacing or proration unit in the 
West Puerto Chiquito-Mancos O i l Pool (632 through 648 acres) 
sha l l be assigned a top allowable of 1342 barrels of o i l per 
day. Any non-standard spacing or proration unit containing 
less than 632 acres or more than 648 acres s h a l l be assigned an 
allowable in the same ratio to 1342 as the acreage in the 
proration unit bears to 640. 

(b) Any well on a proration unit which i s 
located closer than 2310 feet from the eastern boundary of the 
Gavilan-Mancos O i l Pool s h a l l not be allowed to produce that 
share of i t s proration unit's top allowable that i s in excess 
of the top allowable for a well on a 320-acre proration unit in 
the Gavilan-Mancos O i l Pool. 

(c) Any well in the pool which i s the only well 
on a 640-acre proration unit and which i s located 2310 feet or 
more from the eastern boundary of the Gavilan-Mancos O i l Pool 
s h a l l be allowed to produce a f u l l proration unit's top 
allowable. 

(3) The Special Rules for the West Puerto Chiquito-Mancos 
Oi l Pool as described above s h a l l be made effective as of 
February 1, 1986. 
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(4) A l l other provisions as set forth by Division Order 
No. R-2565--B, as amended by Orders Nos. R-2565-C, R-6469, and 
R-6469-A, are hereby continued in f u l l force and effect u n t i l 
.further order of the Division. 

(5) Jurisdiction of this cause i s 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 MEXICO 
Onr-CONSERVATION, DIVISION 

J l ' ) Ccl-f/tu G 
R. L. STAMETS, 
Director 


