
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. 10308 
Order No. R-9514 

APPLICATION OF STEVENS OPERATING 
CORPORATION FOR POOL CREATION, 
SPECIAL POOL RULES AND A DISCOVERY 
ALLOWABLE, CHAVES COUNTY, NEW MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on f o r hearing a t 8:15 a.m. on May 16, 
1991, a t Santa Fe, New Mexico, before Examiner David R. 
Catanach. 

NOW, on t h i s 24th day of May, 1991, t h e D i v i s i o n 
D i r e c t o r , having considered the testimony, t h e r e c o r d , and the 
recommendations of t h e Examiner, 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 giv e n as r e q u i r e d by 
law, t h e 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 t h e 
s u b j e c t matter t h e r e o f . 

(2) The a p p l i c a n t , Stevens Operating C o r p o r a t i o n , seeks 
the c r e a t i o n of a new o i l pool f o r Devonian p r o d u c t i o n 
comprising the NE/4 of Section 28, Township 13 South, Range 29 
East, NMPM, Chaves County, New Mexico, and the promulgation of 
s p e c i a l r u l e s t h e r e f o r i n c l u d i n g p r o v i s i o n s f o r 160-acre 
spacing and designated w e l l l o c a t i o n requirements whereby 
w e l l s would be no c l o s e r than 330 f e e t t o th e o u t e r boundary 
of a spacing u n i t . 

(3) A p p l i c a n t f u r t h e r seeks t h e assignment of a 
dis c o v e r y a l l o w a b l e f o r i t s McClellan Federal Well No. 1 
l o c a t e d 2190 f e e t from the North l i n e and 1990 f e e t from the 
East l i n e ( U n i t H) of s a i d Section 28, as provid e d by D i v i s i o n 
General Rule No. 509. 
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(4) Evidence presented a t the he a r i n g i n d i c a t e s t h a t the 
McClellan Federal Well No. 1 i s a c t u a l l y l o c a t e d 2190 f e e t 
from t h e North l i n e and 990 f e e t from the East l i n e ( U n i t H) 
of s a i d S e ction 28. 

(5) The s u b j e c t w e l l was spudded March 9, 1991, d r i l l e d 
t o a t o t a l depth o f 9,848 f e e t , and s u c c e s s f u l l y t e s t e d i n the 
Devonian f o r m a t i o n . 

(6) The evidence p r e s e n t l y a v a i l a b l e i n d i c a t e s t h a t t he 
aforementioned w e l l has discovered a separate common source of 
supply i n t h e Devonian f o r m a t i o n from 9,842 f e e t t o 9,848 
f e e t . 

(7) Geologic evidence presented f u r t h e r i n d i c a t e s t h a t 
the s u b j e c t r e s e r v o i r or s t r u c t u r e may be very l i m i t e d i n 
e x t e n t and may comprise o n l y p o r t i o n s of Sections 21, 22, 27 
and 28, Township 13 South, Range 29 East, NMPM. 

(8) The McClellan Federal Well No. 1 should be assigned 
a d i s c o v e r y a l l o w a b l e i n the amount of 49,210 b a r r e l s of o i l 
t o be produced i n accordance w i t h t he p r o v i s i o n s of D i v i s i o n 
General Rule No. 509. 

(9) The p r e l i m i n a r y evidence c u r r e n t l y a v a i l a b l e 
i n d i c a t e s t h a t t h e McClellan Federal Well No. 1 should be 
capable of d r a i n i n g 160 acres. 

(10) I n order t o prevent the economic l o s s caused by the 
d r i l l i n g of unnecessary w e l l s , avoid t h e 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 , 
prevent reduced recovery which might r e s u l t from the d r i l l i n g 
of t o o few w e l l s , and t o 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 , temporary s p e c i a l r u l e s and r e g u l a t i o n s 
p r o v i d i n g f o r 160-acre spacing u n i t s should be promulgated f o r 
th e proposed p o o l . 

(11) The a p p l i c a n t requested 330 f o o t w e l l setback 
requirements i n order t o p r o v i d e o p e r a t o r s i n t h e s u b j e c t pool 
maximum f l e x i b i l i t y i n l o c a t i n g w e l l s which w i l l p e n e t r a t e the 
Devonian s t r u c t u r e u n d e r l y i n g t h e i r r e s p e c t i v e p r o r a t i o n 
u n i t s . 

(12) The proposed setback requirements are not i n 
conformance w i t h standard setback requirements f o r 160-acre 
pools and w i l l not serve 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 . I n 
a d d i t i o n , D i v i s i o n General Rule No. 104 provides the mechanism 
and t h e o p p o r t u n i t y f o r operators t o apply f o r unorthodox o i l 
w e l l l o c a t i o n s on a case by case b a s i s . 
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(13) The temporary s p e c i a l r u l e s and r e g u l a t i o n s should 
p r o v i d e f o r designated w e l l l o c a t i o n s such t h a t a w e l l cannot 
be l o c a t e d c l o s e r than 660 f e e t from t h e o u t e r boundary of the 
p r o r a t i o n u n i t nor c l o s e r than 330 f e e t from any q u a r t e r -
q u a r t e r s e c t i o n l i n e or s u b d i v i s i o n i n n e r boundary i n order t o 
assure o r d e r l y development of the p o o l 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 . 

(14) At t h e request of the a p p l i c a n t , temporary s p e c i a l 
r u l e s and r e g u l a t i o n s f o r the proposed pool should be 
e s t a b l i s h e d f o r a one year p e r i o d i n order t o a l l o w t he 
opera t o r s i n t h e s u b j e c t pool t h e o p p o r t u n i t y t o gather 
s u f f i c i e n t r e s e r v o i r i n f o r m a t i o n t o show t h a t a 160-acre u n i t 
i n t h e area can be e f f i c i e n t l y and economically d r a i n e d and 
developed by one w e l l . 

(15) At the time of the h e a r i n g , t h e a p p l i c a n t requested 
t h a t t h e proposed pool be designated t h e McClellan-Devonian 
Pool; however, such d e s i g n a t i o n does not conform t o standard 
D i v i s i o n nomenclature. 

(16) A new pool c l a s s i f i e d as an o i l p o o l f o r Devonian 
p r o d u c t i o n should be crea t e d and designated t h e South Lone 
Wolf-Devonian Pool, w i t h v e r t i c a l l i m i t s t o i n c l u d e t he 
Devonian f o r m a t i o n and the h o r i z o n t a l l i m i t s comprising t he 
NE/4 o f Section 28, Township 13 South, Range 29 East, NMPM, 
Chaves County, New Mexico. 

(17) This case should be reopened a t an examiner hearing 
i n May, 1992, a t which time t h e o p e r a t o r s i n t h e s u b j e c t pool 
should be prepared t o appear and show cause why the South Lone 
Wolf-Devonian Pool temporary r u l e s promulgated h e r e i n should 
n o t be rescinded. 

IT IS THEREFORE ORDERED THAT: 

(1) Pursuant t o the a p p l i c a t i o n of Stevens Operating 
C o r p o r a t i o n , a new pool i n Chaves County, New Mexico, 
c l a s s i f i e d as an o i l pool f o r Devonian p r o d u c t i o n i s hereby 
cr e a t e d and designated the South Lone Wolf-Devonian Pool, w i t h 
v e r t i c a l l i m i t s comprising t he Devonian f o r m a t i o n , and the 
h o r i z o n t a l l i m i t s comprising t h e f o l l o w i n g d escribed area: 

TOWNSHIP 13 SOUTH, RANGE 29 EAST. NMPM 

Section 28: NE/4 
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(2) Temporary Special Rules and Regulations f o r s a i d 
p o o l are hereby promulgated as f o l l o w s : 

SPECIAL RULES AND REGULATIONS 
FOR THE 

SOUTH LONE WOLF-DEVONIAN POOL 

RULE 1. Each w e l l completed i n or recompleted i n t h e 
South Lone Wolf-Devonian Pool or i n t h e Devonian f o r m a t i o n 
w i t h i n one m i l e t h e r e o f , and not nearer t o or w i t h i n t h e 
l i m i t s of another designated Devonian o i l p o o l s h a l l be 
spaced, d r i l l e d , operated, and produced i n accordance w i t h t h e 
S p e c i a l Rules h e r e i n a f t e r set f o r t h . 

RULE 2. Each w e l l s h a l l be l o c a t e d on a standard u n i t 
c o n t a i n i n g 160 acres, more or l e s s , s u b s t a n t i a l l y i n t h e form 
of a square, which i s a governmental q u a r t e r - s e c t i o n being a 
l e g a l s u b d i v i s i o n of the United States P u b l i c Lands Survey. 

RULE 3. The D i r e c t o r of the O i l Conservation D i v i s i o n , 
h e r e i n a f t e r r e f e r r e d t o as the " D i v i s i o n " may g r a n t an 
excep t i o n t o the requirements of Rule 2 w i t h o u t n o t i c e and 
he a r i n g when an a p p l i c a t i o n has been f i l e d f o r a non-standard 
u n i t c o n s i s t i n g of les s than 160 acres or the unorthodox s i z e 
or shape of t h e t r a c t i s due t o a v a r i a t i o n i n t h e l e g a l 
s u b d i v i s i o n o f t h e United States P u b l i c Lands Survey. A l l 
ope r a t o r s o f f s e t t i n g the proposed non-standard u n i t s h a l l be 
n o t i f i e d of the a p p l i c a t i o n by r e g i s t e r e d or c e r t i f i e d m a i l , 
and t h e a p p l i c a t i o n s h a l l s t a t e t h a t such n o t i c e has been 
f u r n i s h e d . The D i r e c t o r may approve t h e a p p l i c a t i o n upon 
r e c e i p t of w r i t t e n waivers from a l l o f f s e t o p e r a t o r s or i f no 
o f f s e t o perator has entered an o b j e c t i o n t o th e f o r m a t i o n of 
the non-standard u n i t w i t h i n 30 days a f t e r t h e D i r e c t o r has 
re c e i v e d t h e a p p l i c a t i o n . 

RULE 4. Each w e l l s h a l l be l o c a t e d no c l o s e r than 660 
f e e t t o the outer boundary of the p r o r a t i o n u n i t nor c l o s e r 
than 330 f e e t t o any governmental q u a r t e r - q u a r t e r s e c t i o n l i n e 
or s u b d i v i s i o n i n n e r boundary. 

RULE 5. The D i v i s i o n D i r e c t o r may g r a n t an exce p t i o n t o 
the requirements of Rule 4 w i t h o u t h e a r i n g when an a p p l i c a t i o n 
has been f i l e d f o r an unorthodox l o c a t i o n n e c e s s i t a t e d by 
t o p o g r a p h i c a l c o n d i t i o n s or the reco m p l e t i o n of a w e l l 
p r e v i o u s l y d r i l l e d t o a deeper h o r i z o n . A l l o p erators 
o f f s e t t i n g t h e proposed l o c a t i o n s h a l l be n o t i f i e d of t h e 
a p p l i c a t i o n by r e g i s t e r e d or c e r t i f i e d m a i l , and the 
a p p l i c a t i o n s h a l l s t a t e t h a t such n o t i c e has been f u r n i s h e d . 
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The D i r e c t o r may approve the a p p l i c a t i o n upon r e c e i p t of 
w r i t t e n waivers from a l l operators o f f s e t t i n g t h e proposed 
l o c a t i o n or i f no o b j e c t i o n t o the unorthodox l o c a t i o n has 
been entered w i t h i n 20 days a f t e r t h e D i r e c t o r has re c e i v e d 
the a p p l i c a t i o n . 

RULE 6. The a l l o w a b l e f o r a standard p r o r a t i o n u n i t (158 
through 162 acres) s h a l l be based on a depth b r a c k e t a l l o w a b l e 
of 515 b a r r e l s of o i l per day, and i n t h e event t h e r e i s more 
than one w e l l on a 160-acre p r o r a t i o n u n i t , t h e o p e r a t o r may 
produce t h e a l l o w a b l e assigned t o t h e u n i t from t h e w e l l s on 
the u n i t i n any p r o p o r t i o n . The a l l o w a b l e assigned t o a non
standard p r o r a t i o n u n i t s h a l l bear t h e same r a t i o t o a 
standard a l l o w a b l e as the acreage i n such non-standard u n i t 
bears t o 160 acres. 

IT IS FURTHER ORDERED THAT: 

(3) The l o c a t i o n of a l l w e l l s p r e s e n t l y d r i l l i n g t o or 
completed i n the South Lone Wolf-Devonian Pool or i n the 
Devonian f o r m a t i o n w i t h i n one m i l e t h e r e o f are hereby 
approved; t h e operator of any w e l l having an unorthodox 
l o c a t i o n s h a l l n o t i f y t h e A r t e s i a D i s t r i c t O f f i c e o f t h e 
D i v i s i o n i n w r i t i n g of the name and l o c a t i o n o f the w e l l 
w i t h i n 3 0 days from t h e date of t h i s order. 

(4) Pursuant t o Paragraph A of Section 70-2-18, N.M.S.A. 
1978 Comp., contained i n Laws of 1969, Chapter 271, e x i s t i n g 
o i l w e l l s i n the South Lone Wolf-Devonian Pool s h a l l have 
dedicated t h e r e t o 160 acres i n accordance w i t h t h e f o r e g o i n g 
p o o l r u l e s ; o r , pursuant t o Paragraph C of s a i d Section 70-2-
18, e x i s t i n g w e l l s may have non-standard spacing or p r o r a t i o n 
u n i t s e s t a b l i s h e d by the D i v i s i o n and dedicated t h e r e t o . 

F a i l u r e t o f i l e new Forms C-102 w i t h t h e D i v i s i o n 
d e d i c a t i n g 160 acres t o a w e l l or t o o b t a i n a non-standard 
u n i t approved by the D i v i s i o n w i t h i n 60 days from t h e date of 
t h i s order s h a l l s u b j e c t the w e l l t o c a n c e l l a t i o n o f a l l o w a b l e 
u n t i l a non-standard spacing u n i t has been approved and, 
su b j e c t t o s a i d 60-day l i m i t a t i o n , each w e l l p r e s e n t l y 
d r i l l i n g t o or completed i n t h e South Lone Wolf-Devonian Pool 
or i n i t s corresponding v e r t i c a l l i m i t s as described i n 
Ordering Paragraph No. (1) above, or w i t h i n one m i l e t h e r e o f , 
s h a l l r e c e i v e no more than o n e - f o u r t h of a standard a l l o w a b l e 
f o r s a i d p o o l . 
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(5) The McClellan Federal Well No. 1 l o c a t e d 2190 f e e t 
from t h e North l i n e and 990 f e e t from t h e East l i n e ( U n i t H) 
of Section 28, Township 13 South, Range 29 East, NMPM, i s 
hereby assigned a dis c o v e r y a l l o w a b l e of 49,210 b a r r e l s of 
o i l , s a i d a l l o w a b l e t o be produced i n accordance w i t h t h e 
p r o v i s i o n s of D i v i s i o n General Rule No. 509. 

(6) This case s h a l l be reopened a t an examiner hearing 
i n May, 1992, a t which time t h e operators i n t h e s u b j e c t pool 
may appear and show cause why t h e South Lone Wolf-Devonian 
Pool temporary r u l e s promulgated h e r e i n should not be 
rescinded. 

(7) J u r i s d i c t i o n i s hereby r e t a i n e d f o r the e n t r y o f 
such f u r t h e r orders as the D i v i s i o n may deem necessary. 

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

STATE OF NEW MEXICO 
OIL CONSERVATION ̂ DIVISION 

WILLIAM J. LEM&Y 
D i r e c t o r 

S E A L 


