© FOR RECenD o

STATE OF NEW MEXICO
ENERGY, MINERALS, AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING OA)
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF

CONSIDERING:
CASE NO. 11844

Order No. R-10891

APPLICATION OF CHESAPEAKE OPERATING
INC. FOR AN UNORTHODOX OIL WELL
LOCATION, LEA COUNTY, NEW MEXICO.

ORDER OF THE DIVISION
BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on September 4, 1997, at Santa Fe, New
Mexico, before Examiner David R. Catanach.

NOW, on this 26" day of September, 1997, the Division Director, having considered
the testimony, the record, and the recommendations of the Examiner, and being fully advised

in the premises,

FINDS THAT:

(1)  Due public notice having been given as required by law, the Division has
jurisdiction of this cause and the subject matter thereof.

(2)  The applicant, Chesapeake Operating, Inc., seeks authority to drill its Gandy
“19" Well No. 1 at an unorthodox oil well location 2523 feet from the North line and 2370
feet from the East line (Unit G) of Section 19, Township 16 South, Range 36 East, NMPM,
Lea County, New Mexico, to test the Strawn formation. The SW/4 NE/4 of Section 19 is to
be dedicated to the subject well forming a standard 40-acre oil spacing and proration unit.

(3)  Marathon Oil Company (Marathon), the affected offset operator to the south
of the proposed unorthodox location, appeared at the hearing in opposition to the application.

(4)  The proposed well is located within the West Lovington-Pennsylvanian Pool
which is currently governed by Rule No. 104.C.(1)(a) of the Division General Rules and
Regulations which require standard 40-acre oil spacing and proratxon units with wells to be
located no closer than 330 feet from the outer boundary of the spacing unit.
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330 Standard cetbacky - 117" (Distancs rom Marathen's acreage) = 213
(Encroachment)
23330 =00
[n addition. Marathon requested that “he proposed production
penalty o7 63% -e ass:ssed against the depth »racket
atlowable (363 EOPD) cr the inincl potential of the well,
whicrever is [ess.
17+ Tesumony indicates that prior to the hearing, Chesapeake attempted to reach

an agreemen: with Marathon whereoy the allowable ror its Gandy “19" Well Ne. 1 would be
voluntanly re duced by 23% (75% allowable), and further offzred its consent for Marathon
0 dnll a mirror focation ¢n its acreage subject to the sarie allowable recuction.

Maratnon has rejzcizd the agreement pronosed by Chesapeake.
133 Theedence and testimony presented in this case indicates “hat:

. the 3-T seismic dara presented by 11e applicart :s insutficient to make
a more reliable determination as to the extent and location of the
targeted Stra'an structure, however the geologic and 3-D seismic data
avaiiable indicates that;

1) the S rawn structure :s very limited in si1ze and a considerable
portion of this structure 15 contained within the proposed
proration unit;

11) a porion of the Strawn structure is located on Marathon's
acrezze in the NW/4 SE/4 ot Section 19: and.

1) the proposed unorthodox location is geoiogically justified.

(14} The propossd uncrtzodox location should be approved, prov-ded however,
that in order to protect the correlative rights of Marathor., a production penalty should be
imposed on the Gand 7 “19" Well No. 1,

(15)  The production peralty proposed by Marathon is excessive and shouid not be
zdopted in this case.

{16y  The produc:ion penalty imposed on the Gandy “19" Well Nc. 1 shouid be
rased upon the location and general configuration of the Suawn structure as determined from
:pphicant’s 3-D sersmic dara.
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177

(177 Baszd upen the Division’s interpretatior, it appears that at least 2/3 of the
Strawn reservolr i contained wit-in the applicant’s proposed proration unit. The Gandy
"19" Well No | should theretore be assessed a production penalty of 34% (66%% allowable).

18}  The production penalty should be assessed against the depta bracket allowable
for the West Lovinzton-Pennsy.vaiian Pool which is currently set at 365 barrels of oil per
day.

191 No other offset operator andior nterest owrer appeared at the hearing in

{
i

Spposition o the aprlicaton.

(20)  Approval ctfthe prorosed Lnorthodox locadon, subject 1o the above-described
sroduction penalty, will arford the applicant the oppertunity to produce its just and equitable
share of the o1l in the affected pool. will prevent the economic loss caused by the dnlling of
annecessary wells, avoid the augmentation of risk arising from the drilling of an excessive
aumber of wells and will otherwise prevant waste and protect correlative rights.

IT IS THEREFORE ORDERED THAT:

(1) The anplicant. Chesapeakz Operating, ‘n:., is hereby authorized to dnlf its
Gandv 19" Well No 1 at an uncrthodox oil well location 2523 feet from the North line and
2370 feet from the East l:ne (Urar G) ot Section 19, Tcwnship 16 South, Range 36 East,
NMPM, Lea Countv, New Mexico, to test the Swawn formation, West Lovington-
Pennsylvanier: Pool.

(2) The SW/4 NE 4 o7 Section 19 shall be decicated to the subject well torming
a standard 4C-4cre ol spacing ard prorat:on unit for said pool.

(3) The Gandy “19” We 'l No. 1 is hereby assessed a production penalty of 34%
(66% allowabpie). The production penalty shall be apoliec to the depth bracket allowable for
the West Lovington-Pennsyivanian Pool.

4 Junisdiction is hereby retzined for the entry of such further orders as the
Division may leem necessary.
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DONE at Santa Fe, New Mexico, on the day and year hereinabove designated.

STATE OF NEW MEXICO
OIL CONSERVAT/ON DIVISION

Director

S E A L






