
Exhibit One 

Oi l Discovery Allowables 

Order R-8062 discovery allowable i s 55,690 barrels over a two-year period. 
This i s 77 barrels of o i l per day. 

The correct method f o r cal c u l a t i n g the discovery allowable f o r the ."Pennzoil 
Vierson #1, Unit I , Section 4, Township 17 South, Range 37 East, would be as 
follows: 

Elevations: K.B. 3791' 
D.F. 3790' 
G.L. 3772' 

log and d r i l l i n g measured from K.B. 
the tope perforation from K.B. i s 11,138. 

a. ) Correction f o r distance between ground l e v e l and Kelly Bushing i s 

11,138 - 19 = 11,119' f o r top of perforation from surface 

b. ) O i l discovery allowable i s 

11,119 x 5 = 55,595 barrels over a two-year period 
55,595 nr 730 = 76 barrels of o i l per day 
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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 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: 

IN THE MATTER OF CASE NOS. 8 696 AND 87 90 BEING REOPENED 
PURSUANT TO THE PROVISIONS OF ORDER NOS. R-8062 AND 
R-8062-A, RESPECTIVELY, WHICH PROMULGATED AND AMENDED 
TEMPORARY SPECIAL RULES AND REGULATIONS FOR THE SHIPP-
STRAWN POOL, LEA COUNTY, NEW MEXICO. 

CASE NOS. 8696 and 8790 
Order No. R-8062-B 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on f o r hearing a t 8:15 a.m. on November 
19, 1986, a t Santa Fe, New Mexico, b e f o r e Examiner David R. 
Catanach. 

NOW, on t h i s 18th day o f December, 1986, the D i v i s i o n 
D i r e c t o r , having considered the testimony, the r e c o r d , and 
the recommendations o f the 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 given as r e q u i r e d by 
law, the D i v i s i o n 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) D i v i s i o n Case Nos. 8696 and 8790 were co n s o l i d a t e d 
a t the time of the hearing f o r the purpose of testimony. 

(3) By Order No. R-8062 dated October 31, 1985, and 
issued i n Case No. 8696, the D i v i s i o n c r e a t e d , d e f i n e d , and 
promulgated 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 
Shipp-Strawn Pool, Lea County, New Mexico, i n c l u d i n g a pro
v i s i o n f o r 80-acre spacing and p r o r a t i o n u n i t s . 

(4) Subsequent t o the issuance o f s a i d o r d e r , the 
D i v i s i o n , on i t s own motion, c a l l e d Case No. 8790 and 
issued Order No. R-8062-A which amended c e r t a i n p o r t i o n s 
o f the s p e c i a l r u l e s and r e g u l a t i o n s promulgated by Order 
No. R-8062, i n c l u d i n g w e l l l o c a t i o n requirements, h o r i z o n t a l 
l i m i t s , and the area t o be governed by s a i d r u l e s . 
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(5) Pursuant t o the p r o v i s i o n s o f Order Nos. R-8062 
and R-8062-A, both cases were reopened t o allow the operators 
i n the su b j e c t pool t o appear and show cause why the Shipp-
Strawn Pool should n ot be developed on 40-acre spacing and 
p r o r a t i o n u n i t s . 

(6) Inasmuch as the su b j e c t m a t t e r i n both cases i s 
the same, t h a t being the c o n s i d e r a t i o n o f adopting permanent 
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 Shipp-Strawn Pool, one 
order should be issued f o r both cases. 

(7) The evidence presented a t t h e hearing e s t a b l i s h e s 
t h a t one w e l l i n t h e Shipp-Strawn Pool can e f f i c i e n t l y and 
economically d r a i n and develop 80 acres. 

(8) The s p e c i a l r u l e s and r e g u l a t i o n s promulgated by 
Order No. R-8062 as amended by Order No. R-8062-A have 
af f o r d e d and w i l l a f f o r d t o the owner o f each p r o p e r t y i n 
the pool the o p p o r t u n i t y t o produce h i s j u s t and e q u i t a b l e 
share of the o i l i n the pool . 

(9) I n order t o prevent the economic loss caused by 
th e d r i l l i n g o f unnecessary w e l l s , t o avoid the augmentation 
o f r i s k a r i s i n g from the d r i l l i n g o f an excessive number o f 
w e l l s , t o prevent reduced recovery which might r e s u l t from 
the d r i l l i n g of too 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 , t he s p e c i a l r u l e s and 
r e g u l a t i o n s promulgated by Order No. R-8062 as amended by 
Order No. R-8062-A should be continued i n f u l l f o r c e and 
e f f e c t u n t i l f u r t h e r order o f the D i v i s i o n . 

IT IS THEREFORE ORDERED THAT: 

(1) The s p e c i a l r u l e s and r e g u l a t i o n s governing t h e 
Shipp-Strawn Pool, Lea County, New Mexico, promulgated by 
Order No. R-8062 as amended by Order No. R-8062-A, are 
hereby continued i n f u l l f o r c e and e f f e c t u n t i l f u r t h e r 
order of the D i v i s i o n . 

(2) 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 
e n t r 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 a t Santa Fe, New Mexico, on the day and yeajr 
hereinabove! ^designated. 

STATE OF NEW MEXICO 
0IJL^0l^El^ATIX)ii/^5l VIS ION 

RT L. STAMETS 
D i r e c t o r 



STATE OF NEW MEXICO 
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. 8790 
Order No. R-8062-A 

APPLICATION OF THE OIL CONSERVATION 
DIVISION ON ITS OWN MOTION TO AMEND 
DIVISION ORDER NO. R-80 6 2 AND TO 
CONTRACT THE HORIZONTAL LIMITS OF THE 
EAST LOVINGTON-PENNSYLVANIAN POOL, 
LEA COUNTY, NEW MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on f o r hearing a t 8 a.m. on December 18, 
1985 , a t Santa Fe, New Mexico, before Examiner Michael E. 
Stogner. 

NOW, on t h i s 21st day o f January, 1986 , the D i v i s i o n 
D i r e c t o r , having considered the testimony, the r e c o r d , 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 n o t i c e having been given as r e q u i r e d by 
law, the D i v i s i o n has j u r i s d i c t i o n o f t h i s cause and the 
su b j e c t matter t h e r e o f . 

(2) D i v i s i o n Order No. R-8062 issued on October 31, 1985, 
i n Case No. 8696 c l a s s i f i e d , c r eated and designated the 
Shipp-Strawn Pool, promulgated 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 t h e r e f o r , and assigned an o i l discovery allowable 
t o the Pennzoil Company Viersen Well No. 1, l o c a t e d 2130 f e e t 
from the South l i n e and 660 f e e t from the East l i n e (Unit I ) o f 
Section 4, Township 17 South, Range 37 East, NMPM, a l l i n Lea 
County, New Mexico. 

(3) I n the present case, the New Mexico O i l Conservation 
D i v i s i o n ( D i v i s i o n ) on i t s own motion seeks rhe f o l l o w i n g 
amendments t o D i v i s i o n Order No. R-8062: 

(a) c o r r e c t i o n of the o i l discovery a l l o w a b l e 
assigned t o Pennzoil Company Viersen Well No. 1; 
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(b) amendment of the h o r i z o n t a l l i m i t s o f the p o o l ; 

(c) r e v i s i o n o f the w e l l l o c a t i o n p r o v i s i o n s of the 
Special Pool Rules t o r e q u i r e w e l l l o c a t i o n s t o 
be 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 ; and 

(d) d e l e t i o n o f the l i m i t a t i o n imposed on the pool 
r e s t r i c t i n g the a p p l i c a b i l i t y of the Special 
Pool Rules t o the area w i t h i n the pool 
boundaries. 

(4) The D i v i s i o n f u r t h e r seeks t o c o n t r a c t the h o r i z o n t a l 
l i m i t s of the East Lovington-Pennsylvanian Pool by the d e l e t i o n 
t herefrom of the NW/4 NW/4 of Section 4, Township 17 South, 
Range 37 East, NMPM, Lea County, New Mexico. 

(5) The evidence presented i n t h i s case i n d i c a t e d t h a t : 

(a) The NW/4 NW/4 of s a i d Section 4 i s more p r o p e r l y 
c l a s s i f i e d as being i n the Shipp-Strawn Pool 
than the East Lovington-Pennsylvanian Pool: 

(b) t h e r e i s i n s u f f i c i e n t evidence a t t h i s time t o 
i n c l u d e more than the N/2 and SE/4 of s a i d 
Section 4 w i t h i n the boundaries o f s a i d 
Shipp-Strawn Pool; 

(c) the s p e c i a l r u l e s f o r the Shipp-Strawn Pool 
should not be l i m i t e d t o t h a t area o n l y w i t h i n 
the boundaries of s a i d pool but should apply 
also w i t h i n one m i l e t h e r e o f ; and, 

(d) r u l e s r e q u i r i n g w e l l l o c a t i o n s w i t h i n 150 
f e e t o f the center of the q u a r t e r - q u a r t e r 
s e c t i o n would b e t t e r serve t o p r o t e c t the 
c o r r e l a t i v e r i g h t s o f the owners w i t h i n s a i d 
p o o l . 

(6) The evidence presented a t t h i s hearing also 
demonstrated t h a t the discovery a l l o w a b l e assigned t o the 
Pennzoil Company Viersen Well No. 1, l o c a t e d 2130 f e e t from the 
South l i n e and 660 f e e t from the East l i n e of s a i d Section 4, 
was improperly c a l c u l a t e d and should be reduced t o 55,595 
b a r r e l s of o i l t o t a l . 

(7) An order entered amending s a i d discovery a l l o w a b l e , 
r e v i s i n g s a i d pool boundaries as described above, and 
i n c o r p o r a t i n g the above described changes i n s p e c i a l pool r u l e s 
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w i l l b e t t e r p r o t e c t c o r r e l a t i v e r i g h t s and w i l l not r e s u l t i n 
waste. 

(8) The e f f e c t i v e date of t h i s order should be January 
21, 1986. 

IT IS THEREFORE ORDERED THAT; 

(1) The East Lovington-Pennsylvanian Pool as h e r e t o f o r e 
d e f i n e d and described i s hereby c o n t r a c t e d by the d e l e t i o n 
t herefrom of the NW/4 NW/4 of Section 4, Township 17 South, 
Range 3 7 East, NMPM, Lea County, New Mexico. 

(2) The h o r i z o n t a l l i m i t s of the Shipp-Strawn Pool, as 
he r e t o f o r e d e f i n e d and described i n Lea County, New Mexico, are 
hereby amended t o i n c l u d e t h e r e i n the f o l l o w i n g described area 
o n l y : 

TOWNSHIP 17 SOUTH, RANGE 37 EAST, NMPM 
Section 4: N/2 and SE/4 

(3) The temporary Special Rules and Regulations f o r the 
Shipp-Strawn Pool are hereby amended t o read i n t h e i r e n t i r e t y 
as f o l l o w s : 

"SPECIAL RULES AND REGULATIONS 
FOR THE 

SHIPP-STRAWN POOL 

RULE 1. Each w e l l completed or recompleted i n the 
Shipp-Strawn Pool or i n t h e Strawn f o r m a t i o n w i t h i n one m i l e of 
the Shipp-Strawn Pool, and not nearer t o or w i t h i n the l i m i t s 
o f another designated Strawn pool s h a l l be spaced, d r i l l e d , 
operated, and p r o r a t e d i n accordance w i t h the Speci a l Rules and 
Regulations h e r e i n a f t e r set f o r t h . 

RULE 2. Each w e l l completed or recompleted i n the 
Shipp-Strawn Pool s h a l l be loc a t e d on a u n i t c o n t a i n i n g 80 
acres, more or l e s s , which c o n s i s t s of the N/2, S/2, E/2, c r 
W/2 of a s i n g l e governmental q u a r t e r s e c t i o n ; p r o v i d e d , 
however, no t h i n g contained h e r e i n s h a l l be construed as 
p r o h i b i t i n g the d r i l l i n g o f a w e l l on each of the 
q u a r t e r - q u a r t e r sections i n the u n i t . 

RULE 3. Fer good cause shown, the D i r e c t o r may grant an 
exception t o the requirements of Rule 2 w i t h o u t n o t i c e and 
hearing when the a p p l i c a t i o n i s f o r a non-standard u n i t 
comprising a s i n g l e 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 . A l l 
operators o f f s e t t i n g the proposed non-standard u n i t s h a l l be 
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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 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 . The D i r e c t o r may approve the a p p l i c a t i o n i f , a f t e r 
a p e r i o d o f 30 days, no o f f s e t o perator has entered an 
o b j e c t i o n t o the f o r m a t i o n of such non-standard u n i t . 

The a l l o w a b l e assigned t o any such non-standard u n i t s h a l l 
bear the same r a t i o t o a standard a l l o w a b l e i n the Shipp-Strawn 
Pool as the acreage i n such non-standard u n i t bears t o 80 
acres. 

RULE 4. Each w e l l s h a l l be l o c a t e d w i t h i n 150 f e e t o f 
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 . 

RULE 5. The D i v i s i o n D i r e c t o r may grant an exception t o 
the requirements of Rule 4 w i t h o u t n o t i c e and hearing 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 recompletion o f 
a w e l l p r e v i o u s l y d r i l l e d t o another h o r i z o n . A l l operators 
o f f s e t t i n g the p r o r a t i o n u n i t s h a l l be n o t i f i e d o f 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 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 . 
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 the p r o r a t i o n 
u n i t 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 the 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. Top u n i t 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 
(79 through 81 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 445 b a r r e l s per day, and i n the event t h e r e i s 
more than one w e l l on an 8 0-acre p r o r a t i o n u n i t , the operator 
may produce the allo w a b l e assigned t o the u n i t frcm the 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 the same r a t i o t o a standard allowable as the 
acreage i n such non-standard u n i t bears t o 80 acres." 

IT IS FURTHER ORDERED THAT: 

(4) The l o c a t i o n of any w e l l p e r m i t t e d , i n d r i l l i n g t o , 
or completed i n the Strawn formation w i t h i n the boundaries of 
the Shipp-Strawn Pool p r i o r t o January 21, 1986, which l o c a t i o n 
was orthodox under pool r u l e s e x i s t i n g p r i o r t o that, time and 
which l o c a t i o n i s now unorthodox, i s hereby approved. 

(5) The l o c a t i o n s o f any other w e l l s p r e s e n t l y p e r m i t t e d 
i n , d r i l l i n g t o , or completed i n the c u r r e n t l y d e f i n e d 
Shipp-Strawn Pool or i n the Strawn f o r m a t i o n w i t h i n one m i l e 
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th e r e o f are hereby approved; the op e r a t o r 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 the Hobbs D i s t r i c t o f f i c e o f 
the D i v i s i o n i n w r i t i n g o f the name and l o c a t i o n o f the w e l l on 
or before A p r i l 1, 1986. 

(6) The amount o f the discovery a l l o w a b l e assigned t o the 
Pennzoil Company Viersen Well No. 1 l o c a t e d 2130 f e e t from the 
South l i n e and 660 f e e t from the East, l i n e of Section 4, 
Township 17 South, Range 37 East, NMPM, Lea County, New Mexico, 
as set out i n D i v i s i o n Order No. R-8062 i s hereby amended t o a 
t o t a l o f 55,595 b a r r e l s o f o i l t o be produced a t a r a t e not t o 
exceed 76 b a r r e l s per day i n accordance w i t h D i v i s i o n General 
Rule 509. 

(7) The e f f e c t i v e date of t h i s order and of the pool and 
pool r u l e changes i n c l u d e d h e r e i n s h a l l be January 21, 1986. 

(8) Pursuant t o Paragraph A. o f Section 70-2-18, NMSA 
(1978), e x i s t i n g w e l l s i n the Shipp-Strawn Pool s h a l l have 
dedicated t h e r e t o 8 0 acres i n accordance w i t h the f o r e g o i n g 
pool r u l e s ; o r , pursuant t o Paragraph C. of sa 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 the d i v i s i o n 
d e d i c a t i n g 80 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 the 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 s a i d Form C-102 has been f i l e d o r u n t i l a non-standard 
u n i t has been approved, and su b j e c t t o sai 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 the 
Shipp-Strawn Pool or i n the Strawn f o r m a t i o n w i t h i n one mil e 
t h e r e o f s h a l l r e c e i v e no more than one-half of a standard 
all o w a b l e f o r the p o o l . 

(9) This' case s h a l l be reopened a t an examiner hearing i n 
November, 1986, a t which time the operators i n the s u b j e c t pool 
may appear and show cause why the Shipp-Strawn Pool should not 
be developed on 40-acre p r o r a t i o n u n i t s . 

(10) 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 e n t r y 
of such f u r t h e r orders as the D i v i s i o n may deem necessary. 
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DONE a t Santa Fe, New Mexico, on the day and year 


