
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 FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 9405 
Order No. R-8687 

APPLICATION OF NEARBURG PRODUCING 
COMPANY FOR AN UNORTHODOX GAS WELL 
LOCATION, EDDY COUNTY, NEW MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on f o r hearing at 8:15 a.m. on June 8, 
1988,, at Santa Fe, New Mexico, before Examiner David R. 
Catanach. 

NOW, on t h i s 5th day of Ju l y , 1988, 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 of the Examiner, and being f u l l y advised 
i n the premises, 

FINDS THAT: 

(1) Due p u b l i c notice having been given as required by 
law, the D i v i s i o n has j u r i s d i c t i o n of t h i s cause and the 
subject matter thereof. 

(2) The a p p l i c a n t , Nearburg Producing Company, seeks 
approval of an unorthodox gas w e l l l o c a t i o n 1200 f e e t from 
the South l i n e and 750 f e e t from the West l i n e (Unit M) of 
Section 26, Township 19 South, Range 25 East, NMPM, Un­
designated Cemetery-Morrow Gas Pool, Eddy County, New 
Mexico. 

(3) The applicant proposes to dedicate a standard 
320-acre p r o r a t i o n u n i t c o n s i s t i n g of the S/2 of said 
Section 26 t o the above described w e l l . 
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(4) The applicant presented geologic evidence and 
testimony at the hearing which i n d i c a t e s t h a t a w e l l d r i l l e d 
at the proposed l o c a t i o n would penetrate the Morrow forma­
t i o n at a p o s i t i o n up-dip from the gas-water contact, there­
by increasing the l i k e l i h o o d of ob t a i n i n g a commercial pro­
ducing w e l l . 

(5) The record i n t h i s case i n d i c a t e s t h a t by l e t t e r 
dated June 3, 1988, addressed t o the D i v i s i o n , American 
National Petroleum Company, an o f f s e t leasehold owner of the 
SE/4 of Section 27, Township 19 South, Range 25 East, NMPM, 
has requested t h a t the D i v i s i o n impose a production penalty 
on the subject w e l l due t o encroachment and possible d r a i n ­
age of said SE/4 of Section 27. 

(6) American National Petroleum Company d i d not appear 
at the hearing t o present evidence or testimony t o support 
t h e i r p o s i t i o n t h a t o f f s e t drainage w i l l occur should the 
subject w e l l l o c a t i o n be approved. 

(7) No production penalty should be imposed on the 
subject w e l l at t h i s time. 

(8) Approval of the subject a p p l i c a t i o n 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 ­
able share of the gas i n the subject pool, w i l l prevent the 
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 otherwise 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 ap p l i c a n t , Nearburg Producing Company, i s 
hereby authorized t o d r i l l a gas w e l l a t an unorthodox 
l o c a t i o n 1200 f e e t from the South l i n e and 750 f e e t from the 
West l i n e (Unit M) of Section 26, Township 19 South, Range 
25 East, NMPM, Undesignated Cemetery-Morrow Gas Pool, Eddy 
County, New Mexico. 

(2) The S/2 of said Section 26 s h a l l be dedicated t o 
the above described w e l l . 
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(3) J u r i s d i c t i o n of t h i s cause i s re t a i n e d f o r the 
entr y of such f u r t h e r orders as the D i v i s i o n may deem 
necessary. 

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

WILLIAM J. LEMAY 
Dir e c t o r 

STATE OF NEW MEXICO 
OIL CONSERVATION" DIVISION 


