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STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING CALLED 
BY THE OIL CONSERVATION COMMISSION 
FOR THE PURPOSE OF CONSIDERING: 

CASE NO. 9003 
Order No. R-8366 

APPLICATION OF PENNZOIL COMPANY 
FOR AN UNORTHODOX OIL WELL 
LOCATION, LEA COUNTY, NEW MEXICO. 

ORDER OF THE COMMISSION 

BY THE COMMISSION: 

This cause came on f o r hearing a t 9 a.m. on November 20, 
1986, a t Santa Fe, New Mexico, before the O i l Conservation 
Commission o f 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 18th day o f December, 1986, the Commission, 
a quorum being present, having considered the testimony presented 
and the e x h i b i t s received a t s a i d h e a r i n g , 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 and the a p p l i c a n t having provided n o t i c e t o a l l i n t e r e s t e d 
p a r t i e s as r e q u i r e d by Rule 1207, as amended, the Commission 
has j u r i s d i c t i o n o f t h i s cause and the subject matter t h e r e o f . 

(2) The a p p l i c a n t , Pennzoil Company ("Pennzoil") seeks 
an exception t o the Special Rules and Regulations f o r the 
Shipp-Strawn Pool as promulgated by D i v i s i o n Order No. R-8062, 
as amended, t o a u t h o r i z e an unorthodox o i l w e l l l o c a t i o n f o r 
i t s Viersen Well No. 3 a t a surface l o c a t i o n 150 f e e t from the 
South l i n e and 1980 f e e t from the East l i n e o f Section 4, 
Township 17 South, Range 37 East, and t o simultaneously 
dedicate the W/2 SE/4 of s a i d Section 4 t o the w e l l and t o 
i t s e x i s t i n g Viersen Well No. 2 l o c a t e d 1300 f e e t from the 
South l i n e and 1650 f e e t from the East l i n e of s a i d Section 4. 

(3) The Special Rules and Regulations governing the 
Shipp-Strawn Pool, as promulgated by D i v i s i o n Order No. R-8062-A, 
provide f o r 80-acre o i l w e l l spacing u n i t s w i t h w e l l s t o be 
located no f u r t h e r than 150 f e e t from 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 . 
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(4) Pennzoil seeks t o d r i l l i t s Viersen Well No. 3 
a t an unorthodox l o c a t i o n i n order t o o f f s e t the drainage 
encroachment o c c u r r i n g as a r e s u l t o f Exxon O i l Corporation 
("Exxon") having d r i l l e d i t s "EX" State Well No. 2 a t a 
standard surface l o c a t i o n b u t , w i t h o u t i n t e n t i o n a l d e v i a t i o n , 
a t a bottom hole l o c a t i o n approximately 150 f e e t from t h e 
South l i n e o f the Pennzoil spacing and p r o r a t i o n u n i t 
described i n F i n d i n g Paragraph No. (2) above. 

(5) At the t i m e o f the h e a r i n g , Exxon Corporation, 
Hanley Petroleum I n c . , and Barbara Fasken, who are i n t e r e s t 
owners i n o f f s e t t i n g u n i t s , appeared and objected t o the 
proposed unorthodox l o c a t i o n . 

(6) The Shipp-Strawn Pool i s c h a r a c t e r i z e d by numerous 
i s o l a t e d p o r o s i t y "pods" having high p e r m e a b i l i t y which 
permits one w e l l t o e f f e c t i v e l y d r a i n 80 acres. 

(7) Pennzoil presented a net pay isopach o f the Shipp-
Strawn pod or mound (Exxon pod) from which the Exxon w e l l i s 
producing which e s t a b l i s h e s . t h a t the Exxon w e l l i s d r a i n i n g 
the Pennzoil spacing u n i t t h a t i s the s u b j e c t o f t h i s order 
(Pennzoil E x h i b i t #1). Exxon presented a s i m i l a r isopach 
map (Exxon E x h i b i t #2) which confirms and f u r t h e r e s t a b l i s h e s 
t h a t the Pennzoil spacing u n i t i s being drained by the Exxon 
w e l l . 

(8) Exxon o b j e c t e d t o approval o f the unorthodox l o c a t i o n 
f o r the Pennzoil V i e r s e n Well No. 3 unless a p e n a l t y o f 84 
percent i s imposed on the spacing and p r o r a t i o n u n i t assigned 
t o the Pennzoil w e l l . This p e n a l t y i s based on Exxon's geologic 
i n t e r p r e t a t i o n which gave the Pennzoil t r a c t o n l y 13 p r o d u c t i v e 
acres. 

(9) While none of the e x h i b i t s and none of the testimony 
i n t h i s case a b s o l u t e l y e s t a b l i s h e d the exact s i z e , shape, 
boundary l o c a t i o n , o r net p r o d u c t i v e a c r e - f e e t under the 
Pennzoil t r a c t or o f f s e t t i n g t r a c t s , the evidence which was 
most c o n s i s t e n t w i t h data from b e t t e r known p o r t i o n s o f the 
r e s e r v o i r was t h a t o f the Pennzoil witnesses. 

(10) This evidence e s t a b l i s h e d t h a t i t i s reasonable t o 
expect there t o be 22 p r o d u c t i v e acres i n the "Exxon pod" 
under the W/2 SE/4 o f s a i d Section 4, but also the p r o d u c t i v e 
acres under Exxon's t r a c t are c o n s i d e r a b l y less than 80 acres. 

(11) Evidence was presented t o e s t a b l i s h the r e l a t i v e 
p r o d u c t i v e acres and net p r o d u c t i v e a c r e - f e e t under the v a r i o u s 
p r o d u c t i v e t r a c t s i n the "Exxon pod." 
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(12) Such evidence c o u l d be used t o e s t a b l i s h e q u i t a b l e 
allocations., t o t h e v a r i o u s w e l l s i n s a i d pod 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 ; however, such evidence i s not s u f f i c i e n t l y 
c onclusive f o r such purpose a t t h i s time. 

(13) The evidence e s t a b l i s h e d t h a t Pennzoil should be 
able t o d r i l l and complete a w e l l a t a standard l o c a t i o n 
w i t h i n the W/2 SE/4 o f s a i d Section 4 and w i t h i n the "Exxon 
pod." 

(14) The evidence e s t a b l i s h e d t h a t Pennzoil would be able 
t o b e t t e r d r a i n i t s share o f the reserves from t h e "Exxon pod" 
at the proposed unorthodox l o c a t i o n than a t a standard l o c a t i o n , 
thereby b e t t e r p r o t e c t i n g c o r r e l a t i v e r i g h t s . 

(15) The evidence presented e s t a b l i s h e d t h a t a l l o w i n g 
the proposed Pennzoil w e l l t o produce w i t h o u t a p e n a l t y would 
perm i t them t o produce more than t h e i r share from the re s e r 
v o i r thereby v i o l a t i n g the c o r r e l a t i v e r i g h t s o f the oth e r 
owners t h e r e i n . 

(16) To o f f s e t t h e advantage gained as a r e s u l t o f the 
unorthodox l o c a t i o n , t h e p r o d u c t i o n from the proposed Pennzoil 
w e l l should be l i m i t e d . 

(17) As o i l w e l l a l l o w a b l e s i n the Shipp-Strawn Pool are 
based upon acreage, the l i m i t a t i o n on p r o d u c t i o n from the 
proposed Pennzoil w e l l s should be based upon i t s "Exxon pod" 
pro d u c t i v e acres or 22 acres. 

(18) I f as a r e s u l t o f d r i l l i n g the proposed Pennzoil 
w e l l , the d r i l l i n g o f o t h e r w e l l s , or the development o f other 
data, new evidence should show t h a t a higher acreage f a c t o r or 
some other higher a l l o w a b l e f a c t o r might be more a p p r o p r i a t e 
f o r said Pennzoil w e l l , t h i s case may be reopened. 

(19) To assure t h a t o f f s e t owners should have an 
o p p o r t u n i t y t o assess the p o t e n t i a l f o r the proposed Pennzoil 
w e l l t o d r i f t c l o s e r t o the South l i n e o f i t s spacing u n i t 
than 150 f e e t , Pennzoil should be r e q u i r e d t o run a f u l l 
d i r e c t i o n a l survey on the w e l l and f i l e same w i t h the 
D i v i s i o n . 

(20) Any o f f s e t o p e r a t o r should be able t o p e t i t i o n the 
Coinmission t o reopen t h i s h e a r i n g i f an examination of the 
d i r e c t i o n a l survey f o r s a i d Pennzoil w e l l would reasonably 
demonstrate t h a t s a i d w e l l has d r i f t e d c l o s e r than 150 f e e t 
t o the South l i n e o f the spacing u n i t . 
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(21) The evidence i n t h i s case e s t a b l i s h e d t h a t 
a p p l i c a n t ' s Viersen Well No. 2 i s producing from a separate 
pod i n the Shipp-Strawn Pool and, w h i l e the proposed s i m u l 
taneous d e d i c a t i o n o f the W/2 SE/4 should be p e r m i t t e d , such 
w e l l should r e c e i v e an a l l o w a b l e separate from the proposed 
Viersen Well No. 3. 

(22) The Viersen Well No. 2 should receive an a l l o w a b l e 
assignment equal t o the standard 80-acre allowable less t h e 
22-acre a l l o w a b l e assigned the Viersen Well No. 3. 

(23) To assure the proper a l l o c a t i o n o f p r o d u c t i o n t o 
each of s a i d w e l l s , the p r o d u c t i o n should be separately tanked 
or measured i n a manner acceptable t o the D i r e c t o r o f t h e O i l 
Conservation D i v i s i o n . 

(24) An order entered c o n s i s t e n t w i t h the terms and 
c o n d i t i o n s o f the above f i n d i n g s w i l l n o t r e s u l t i n waste and 
w i l l 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 a p p l i c a t i o n o f Pennzoil Company f o r an unorthodox 
o i l w e l l l o c a t i o n f o r the Shipp-Strawn Pool i s hereby approved 
f o r a w e l l t o be d r i l l e d a t a p o i n t 150 f e e t from the South 
l i n e and 1980 f e e t from the East l i n e o f Section 4, Township 
17 South, Range 37 East, NMPM, Lea County, New Mexico. 

(2) The W/2 SE/4 o f s a i d Section 4 s h a l l be simultaneously 
dedicated t o the above-described w e l l and t o the Pennzoil 
Viersen Well No. 2 l o c a t e d 1300 f e e t from the South l i n e and 
1650 f e e t from the East l i n e o f s a i d Section 4. 

(3) For purposes of a l l o w a b l e assignment, the proposed 
w e l l s h a l l be given an acreage f a c t o r f o r a w e l l w i t h 22 
dedicated acres and t h e Viersen Well No. 2 s h a l l be given an 
acreage f a c t o r f o r a w e l l w i t h 58 dedicated acres. 

(4) Production from each of the w e l l s on s a i d spacing 
u n i t s h a l l be s e p a r a t e l y tanked or s h a l l be separately 
measured i n a manner acceptable t o the D i r e c t o r o f the O i l 
Conservation D i v i s i o n . 

(5) The a p p l i c a n t s h a l l cause a d i r e c t i o n a l survey t o 
be conducted on the proposed w e l l from surface t o t o t a l depth, 
e i t h e r a s e r i e s o f s i n g l e shots or a continuous m u l t i - s h o t 
survey, w i t h shot p o i n t s not l e s s than 250 f o o t i n t e r v a l s 
below the i n t e r m e d i a t e casing and 500 f o o t i n t e r v a l s above 
the base of the i n t e r m e d i a t e casing. 
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(6) The a p p l i c a n t s h a l l cause the surveying company t o 
f u r n i s h one copy o f the r e s u l t s o f such survey d i r e c t l y t o 
the D i v i s i o n ' s o f f i c e s i n Hobbs and Santa Fe. 

(7) This case may be reopened upon a proper p e t i t i o n by 
any o f t h e p a r t i e s showing t h a t : 

(a) evidence developed subsequent t o the d r i l l i n g 
o f t h e proposed w e l l would reasonably be expected t o 
increase the al l o w a b l e t h e r e f o r ; and/or, 

(b) an examination o f the d i r e c t i o n a l survey 
i n d i c a t e s the proposed w e l l i s completed c l o s e r than 
150 f e e t t o the South l i n e o f the spacing u n i t . 

(8) 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 
en t r y o f such f u r t h e r orders as the Commission may deem 
necessary. 

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

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

Secretary 

S E A L 

f d / 


