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BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico

October 26, 1953

IN THE MATTER OF:

Amanda Gas Pool, in Lea County, New Mexico Case No.
said operators and interested persons be- 588

ing called upon to show cause at respect-

ive special hearings, beginning at 9:00

A. M., on October 26, 1953, why Order No.

R-374, Amanda Gas Pool, as amended at such
respective hearings, should not be effect-
ive and in full force and effective as of

November 1, 1953.

Nt Nt N Nt s Nl Wl Vit “prat?

BEFORE:
R. R. Spurrier, Secretary.
(See transcript in Case 582 for register of attendance

and appearances.)

TRANSCRIPT COF PRCCEEDINGS

MR. SPURRIER: Case No. 588,

(The notice of publication in this case was read at
the beginning of the hearing prior to Case No. 582.)

(MR. CAMPBELL: If the Commissioner please, Jack
Campbell, representing Gulf 0il Corporation. It is my under-
standing Gulf is the owner, operator, and purchaser of the only
gas well in the Amanda Pool. Since the Commission made the find-
ing that pro ration is necessary, we would like to have the record
show that the statement of Gulf in Case No. 588 be incorporated

in Case No. 582--1I mean, Case 582 be incorporated in Case 588.




We have no allocation formula to submit.

MR. SPURRIER: 1Is there objection to counsel's motion?
If not, his remarks will be incorporated in this case as they
were in Case No. 582.

Does anyone have testimony to offer in Case 588? Dces
anyone have a comment in this case? Counsel Foster.

MR. FOSTER: We have no interest in this pool,

MR. SPURRIER: If there is nothing further, these
cases are completed until the Commission can peruse the record,
and we will stand adjourned today, and meet here tomorrow for
Cases 583, the Langmat, 589, the Justis, and 590, the Byers-
Queen.

(Whereupon the hearing was adjourned.)

REPORTER®S CERTIFICATE

I, MARIANNA MEIER, Court Reporter, do hereby certify
that the foregoing and attached transcript of proceedings in
Case No. 588 taken before the 0Oil Conservation Commission on
Monday, October 26, 1953, contains a true and correct record of
said proceedings to the best of my knowledge, skill, and ability.

DATED at Albuquerque, New Mexico, this 3rd day of

Hotirneat P

REPORTER

November, 1953.




- MEMORANDUM

To- The Qil Conservation Commission
From: W. B. Macey

Subsect: Cases 582 through 590: General rules for the prorationing of
gas 1n the Jalco, L.angmat, Eumont, Arrow, Amanda, Blinebry,
Tubhk, fustis and Byers-Queen Gas Pools.

n accordancce with Mr. Spurrier's request. following are my recom-
mendations pertaining to the above listed Cases held in Santa Fe, on October 26
through 28, in order to evaluate the basic recommendations the following history
of these ~ases should be observed,

1. The Commission originated hearings on a general four county area
{Lea, Eddy. Chaves and Roosevelt Counties) on March 17, 1953 under Case 521.
The purpcse of this hearing was to establish means and methods of prorating gas
in this four county area. In April, 1953 this Case was consolidated with Case 245
in accordance with Order No. 264 1ssued in Case 245. (Case 245 and subsequent
Order R-264 established the defined limits and producing intervals of gas pools in
Southeast New Mexico.) As a result of the March 17th hearing, the Commission
appointed a Committee to propose suggested rules in Case 521 and suggested re-
visions in Case 245. The final report of the committee, containing recommendations
in both Case 245 and Case 521 was made on August 20, 1953 and on August 28, 1953
the Commission issued Order R-356 in Case 321 outlining ""Stand-by" rules for the
four-county area. {No additional order has bean 1ssued in Case 245 as yet). The
Commission then advertised nine gas pool cases for hearing on Sepmber 17. 1953,
the Comma:ssion’s advertisement requesting an order establishing pool rules and
other related matters insofar as they were set forth :n Order R-356. Some testi-
maony was received at this time and as a result of these hearings, Orders were
istued :n each Case requesting operators and other interested parties to show cause
wry the rules as outlined in Order R-356 should not be put in effect on November 1,
1953. The hearings were conducted on October 26, 27 and 28 with extensive testi-
mony being given in each case., The testimony and evidence given in these hearings
is the basis for the following recommendations. Since the Rules as outlined in
Ordcy R-356 are numer:cal 1n sequence the following comments and recommenda-
tions will be made :n the same numerical order.

Rule 1: The recommended provisions of Rule 1 should be changed since
thzy apply solely to a defined gas pool. The rule provides an exception to some of
the provisions of statewide Rule 104, The exception however, should only apply to
paragraph (a) and paragraph {d) of the Rule 104 since they are solely concerned w:th
gas pocls in particular., Also a further provision should be included as sub-para-
graph (=} of the Rule to provide as follows:

{c) When the well is located upon a tract of not less than a
quarier section of approximately 160 surface contiguous acres substantially in the
form of a square which shall be a legal subdivision (quarter section) of the U. S.
Publiz Land Survey,

Rule 2: The provisions of this rule should be placed in effect in all nine
pools,




Rule 3. An appropr-ate re:ision of Rule 3. pertinent to each pool name
should be inserted 'n cach set of pocl rules,

Rule 4: Th:s provision should be set forth '‘n each set of pool rules,

Rule 5: This Rule and a purtion of Rile 8 pertaining to Proration units and
the formation of unorthodox gas units should be amended in such a2 manner to limit
the standard prorat:on unit to a legal quarter section of approximately 160 acres and
aliow:r.g exceptions thereto only after notice and hearing. Exceptions should be
l.mited to only extreme :ases wher« Communitization is impractical because of the
prescence of a well whith has been producing for considerable length of time, or
where acrcage is so sitiated that well locations can be adequately placed so as to
insure adequate un:it dratnage 1n spite of ithc unorthodoux unit and the correlative
rights of everyone are protected. Furthermore, a policy of not approving unorthodox
un:ts where another unorthodox unit is formed thereby (thus starting a chain reaction)
should be strictly adhered to. [t is recognized that this policy which in effect promotes
the formation of communitization or pooling agreements will cause some more work
on the part of everyone concerned but the inequities which could arise from a large
number of unorthodox wnits far out-weighs the work involved,

Since it is zontemplated that the proration period in each pool will
start January I, 1954, it is entirely possible that a great number of Communitization
Agreements w:ll be delayed in execution until after the start of the proration period
or after the completion of the well, Therefore, it 1s recommended that each pool
order contain a prowvision outlin’ng a pelicy which would allow the total acreage
formed by the agn—:er-m:-nis and thus dedicated to a well, be made retroactive to the
first day of the proration period or the first day the well produces, whichever date
1s the later, provided, that the exeruted Communitization Agreement is in force
and effect on the last day of the proration peried.

Rules 6 and 7: Th~ provisions of these rules should be placed into effect
in each pool as outlined.

Rule 8: The first sentence of Rule 8 should be 'ncluded as the last paragraph
and the remaining provisions of the rule deleted from all pool rules. This will re-
qQuirs the re-numbering of Rules 9 through 15, The reason for the deletion of that
portion of Rule 8 is outlined in my remarks under Rule 5,

Rules 9 through 15: The provisions of these riles should be incorporated
in each set of pool rules without any changes.

Further Re:ommendations:

it 1s further recommended that the Commission place in the hands
of all operators, "preliminary'" nomination forms so that the Commission may
consider the nominations for each of the 9 pools for the first six month period of
1954 at the regular November hearing on November 19th. Instructions should be
sent out with the forms stating that the nominations should apply to only those
wells whizh are considered gas wells and which are not on the oil proration schedule.




‘nt'ally ea<h purchaser or taker of gas should also include with
h's nom nat‘ons theé well or wells from which he desires to purchase gas lanuary
1 1954, This would aliow the Commis-.ion staff an opportunity to check to see
thar ea.-h wels 1o be Ihsted on the schedule 1s known beforehand and that the well 1s
noi also l'sted on the o'l proration s:hedule.

‘n this Lonnection | believe 2t also advisable to point out that 2
provision shoild be insertrd 'n each pool order stating that the Commission will
sentmue to prerate those o1l wel's which lie within the productive limits of defined
gas pocls as o:1 wells pending a complete study and redesignation of some of the oil
wel s and possibly a re-definition of both oil pools and gas pools. In order to facilitate
this study. ali oprrators in all of the producing pools should be required to submit to
the Commasss:on an electric log or sample log, if available; on each well producing
from tne same zone within the defined limits of each gas pool.

it 15 also recommmended that an ‘Order be entered immediately in
Case 245 outlinming the recommended changes in pool nomenclature as made by the
sub-commitiee 'n this case at previous hearings. If{1s also suggested that as soon
as this Order is «ntered, the Hobbs office sent out Form C-123 requesting pool
extersions which have not yet been made so that a hearing can be held in December
to consider these pool extensions.

Due to the fact that considerable testimony was entered by the
Pipeline Companies in the 9 pool cases requesting some form of a deliverability
formula it is recommended that the Commission, through its staff, take immediate
steps to outlne an adequate gas well testing program to govern all gas wells in south-
castern New Mexico. In connection with this, the Commission should supply adequate
takles and forms in order that any deliverability formula ~an be properly evaluated
after the necessary well tests are performed. In this connection each pool ordser
should ontain a provision that well tests in that particular pool should be made in
azcordan:us with testing procedure approved by the Comm:ssion,

7t is also recommended that the Commission carefully consider the’
advisab:ility of refusing to approve any subsequent dual conpletions (gas-oil or gas-gas)
where the recompletion information shows that the well 1s not located upon a standard
160 avre proration unit, It should alsc be noted that some operators might construe
approval of a dual 10 mean alsc approval of an unorthodox gas unit.

With ref<rence to the-Rhodes storage area of the Jalco Pool, a
provision should be inserted in the order pertaining to the Jalco Pool which states that
those storage wells in the Rhedes Unit Area should not be governed by the pool rules,
Provided, however, that the operator of the storage area submits periodic reporis
of storage and withdrawal of gas from the umt area,

With particular reference to the Blinebry Pocl a study should be
made immediately on the withdrawals of gas and ol from this reservoir and a deter-
mination made after proper notice and hearing of some volumetric withdrawal formula.

O:toker 30, 1953




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION

COMMISSION OF NEW MEXICO TOR

THE PURPOSE OF CONSIDERING
CASE NO, 588
ORDER NO, R-374-A

THE APPLICATION OF THE OIL :

CONSERVATION COMMISSION ON ITS

OWN MOTION FOF. ALL. OPERATORS

AND INTERESTED PARTIES IN THE

AMANDA GAS POOL TO SHOW CAUSE

WHY THE RULES AND REGULATIONS

- AS SET OUT IN ORDER R-356, WITH

ANY ESSENTIAL AMENDMENTS,
SHOULD NOT BE PUT INTO EFFECT,

ORDER OF THE COMMISSION

BY THE COMMISSION:

This case came on for hearing at 9 o'clock a. m., on October 26, 1953;
at Santa Fe, New Mexico, before the Qil Conservation Commission of New
Mexico, hereinafter referred to as the "Commission''.

NOW, on this ¢ ~ day of November, 1953, the Commission, a
quorum being present, having considered the testimony adduced, the exhibits .
received, the statements of interested parties, the official records of this
Commission and other pertinent data, and being fully advised in the premises,

FINDS:

(1) That due public notice having been given, the Commission has

 jurisdiction of this cause.

(2) That the Commission, for the purpose of preventing waste and

" drainage, and for the protection of correlative rights, entered Order R-356,

establishing certain general or "stand-by" rules and regulations relating to the
proration of gas well gas, proration units, well spacing, and other related ,
matters in the gas pools of Eddy, Lea, Chaves and Roosevelt Counties, New *
Mexico, applicable in all cases only after special rules for each gas pool shall
have been promulgated. 5

(3) That thereafter, after due notice and hearing, Order R-374 was |
duly entered by the Commission. Order R-374 adopted the general or "Stand-!
by'" rules promulgated by Order R-356 as the Special Rules and Regulations
of the Amanda Gas Pool, heretofore established. R-374 was entered pending
a further order in the premises, said order to be entered only after all inter-
ested parties were afforded the opportunity to be heard in the matter.

(4) That as a result of such hearing and in consideration of the testi-
mony adduced Special Pool rules should be promulgated for the Amanda Gas
Pool, heretofore established, described and classified as a gas pool. That
the Special pool rules should approximate the general rules and regulations
promulgated by Order R-356 insofar as the same are applicable to the Amanda
Gas Pool, and should conform, generally with the provisional special rules of
Order R-374.
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(5) That in order for the Cuinmission to evaluate and delineate the
actual productive limits of the Amanda Cas Pool all operators of oil and gas
wells within the defined limits of the Amanda Gas Pool should supply certain
Geological and Reservoir data to the Commission.

{6) That pending further study and orders, the allocation of gas in the
Amanda Gas Pool should be calculated on the basis of 100 per cent acreage,
based upon the standard 160 acre proration unit, which unit is limited to a
regular quarter section subdivision of the U. S. Public Land Surveys and con-
sisting of not less than 158 nor more than 162 acres, substantially in the form
of a square, with provision for deviation therefrom particularly in cases of
wells heretofore completed where the impracticability of unitization is apparent.

(7) That an adequate gas well testing procedure should be adopted as
soon as possible so that operators, purchasers and the Commission can de-
termine the fairness and feasibility of an allocation factor for the pool which

employs the factors of deliverability, pressure, or any other factor relating to
gas well productivity,

IT 1S THEREFORE ORDERED:

That Special Pool Rules applicable to the Amanda Gas Pool, be and the
-same hereby are promulgated and are as follows:

SPECIAL RULES AND REGULATIONS
FOR THE AMANDA GAS POOL
LLEA COUNTY, NEW MEXICO

WELL SPACING AND ACREAGE REQUIREMENTS FOR DRILLING TRACTS.

RULE 1. Any well drilled a distance of one mile or more from the
outer boundary of the Amanda Gas Pool shall be classified as a wildcat well,
Any well drilled less than one mile from the outer boundary of the Amanda Gas
Pool shall be spaced, drilled, operated and prorated in accordance with the
Regulations in effect in the Amanda Gas Pool.

RULE 2. Each well drilled or recompleted within the Amanda Gas Pooli
shall be located on a tract consisting of not less than a quarter section of '
approximately 160 surface contiguous acres substantially in the form of a
square which shall be a legal subdivision (quarter section) of the U. S. Public
Land Surveys.

RULE 3. Each well drilled within the Amanda Gas Pool shall not be
drilled closer than 660 feet to any outer boundary line of the tract nor closer
than 330 feet to a quarter-quarter section or subdivision inner boundary nor
closer than 1320 feet to a well drilling to or capable of producing from the same
pool.

RULE 4. The Secretary of the Commission shall have authority to
grant exception to the requirements of Rule 3 without Notice and Hearing where
application has been filed in due form and the necessity for the unorthodox lo- '
cation is based on topographical conditions or is occasioned by the recompletion
of a well previously drilled to another horizon.

Applicants shall furnish all operators within a 1320 foot radius of the
subject well a copy of the application to the Commission, and applicant shall
include with his application a written stipulation that all operators within such
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radius have been properly notified. The Secretary of the Commission shall
wait at least 10 days before approving any such unorthodox location, and shall
approve such unorthodox location only in the absence of objection of any offset
operators, In the event an operator objects to the unorthodox location the
Commission shall consider the matter only after proper notice and hearing.

RULE 5. The provision of Statewide Rule 104 Paragraph (k), shall
not apply to the Amanda Gas Pool located in Lea County, New Mexico,

GAS PRORATION

RULE 6. The Commission after notice and hearing, shall consider
the nominations of gas purchasers from the Amanda Gas Pool and other rele-
vant data and shall fix the allowable production of the Amanda Gas Pool, and
shall allocate production among the gas wells in the Amanda Gas Pool upon a
reasonable basis with due regard to correlative rights.

PRORATION UNITS

RULE 7. (a) For the purpose of gas allocation in the Amanda Gas
Pool, a standard proration unit shall consist of between 158 and 162 contiguous
surface acres substantially in the form of a square which shall be a legal sub-
division {quarter section) of the U. S. Public Land Surveys; provided, however,
that a gas proration unit other than a legal quarter section may be formed after
notice and hearing by the Commission, or as outlined in Paragraph (b). Any
allocation unit containing less than 158 acres or more than 162 acres shall be
a non-standard unit and its allowable shall be decreased or increased to that
- proportion of the standard unit allowable that the number of acres contained
therein bears to 160 acres. Any standard proration unit consisting of between
158 and 162 contiguous surface acres shall be considered as containing 160
acres for the purpose of gas allocation.

{b) The Secretary of the Commission shall have authority to
grant an exccption to Rule 7 (a) without Notice and Hearing where application
has been filed in due form and where the following facts exist and the following
provisions are complied with; ’

1. The non-standard unit consists of less acreage than a
standard proration unit,

2, The acreage assigned to the non-standard unit lies wholly
within a legal quarter section and contains a well capable of producing gas intoa
gas transportation facility on the date of this order. '

3. The operator receives written consent in the form of
waivers from all operators in the adjoining 160 acre proration units.

GAS ALLOCATION

RULE 8, At least 30 days prior to the beginning of each gas proration
period the Commission shall hold a hearing after due notice has been given.
The Cormmission shall cause to be submitted by each gas purchaser its '"Pre-
liminary Nominations" of the amount of gas which each in good faith actually
desires to purchase within the ensuing proration period, by months, from the
Amanda Gas Pool. The Commission shall consider the "Preliminary Nomin-
ations'" of purchasers, actual production, and such other factors as may be
deemed applicable in determining the amount of gas that may be produced with-
out waste within the ensuing proration period. '"Preliminary Nominations"
shall be submitted on a form prescribed by the Commission,
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RULE 9. Each month, the Commission shall cause to be submitted by
each gas purchaser its ""Supplemental Nomninations' of the amount of gas
which each in good faith actually desires to purchase within the ensuing pro-
ration month from the Amanda Gas Pool. The Cominission shall hold a
public hearing between the 15th and 20th days of eacl: month to determine the
reasonable market demand for gas for the ensuing proration month, and shall
issue a proration schedule setting out the amount of gas which each well may
produce during the ensuing proration month. Included in the monthly proration
schedule shall be a tabulation of allowable and production for the second pre-
ceding month together with an adjusted allowable computation for the second
preceding month. Said adjusted allowable shall be computed by comparing
the actual allowable assigned with the actual production. In the event the
allowable assigned is greater than the actual production, the allowables assigned
the top allowable units shall be reduced proportionately, and in the event the
allowable assigned is less than the production then the allowables assigned the
top allowable units shall be increased proportionatel,. 'Supplemental Nomina-
tions'" shall be submitted on a form prescribed by the Commission,

The Commission shall include in the proration schedule the gas wells
in the Amanda Gas Pool delivering to a gas transportation facility, or lease
gathering system, and shall include in the proration schedule of the Amanda
Gas Pool any well which it finds is being unreasonably discriminated against
through denial of access to a gas transportation facility, which is reasonably
capable of handling the type of gas produced by such well. The total allowable
to be allocated to the pool each month shall be equal to the sum of the supple-
mental nominations together with any adjustment which the Commission deems
advisable, The allocation to a pool remaining after subtracting the capacities
of marginal units shall be divided and allocated ratably among the non-marginal
units in the proportion that the acreage contained in each unit bears to the
total acreage allotted to such non-marginal units,

BALANCING OF PRODUCTION

RULE 10. Underproduction: The dates 7:00 A, M., January l and
7:00 A, M., July 1, shall be known as balancing dates and the periods of time
bounded by these dates shall be known as gas proration periods. The amount
of current gas allowable rernaining unproduced at the end of each proration
period shall be carried forward to and may be produced during the next
succeeding proration period in addition to the normal gas allowable for such
succeeding period; but whatever amount thereof is not made up within the first
succeeding proration period shall be cancelled. 1If, at the end of the first
succeeding proration period, a greater amount of allowable remains unproduced
than was carried forward as underproduction, the amount carried forward to
the second succeeding period shall be the total underproduction less the amount
carried forward to the first succeeding period.

If it appears that such continued underproduction has resulted from
inability of the well to produce its allowable, it may be classified as a marginal
well and its allowable reduced to the well's ability to produce.

RULE 1l1. Overproduction: A well which has produced a greater
amount of gas than was allowed during a given proration period shall have its |
allowable for the first succeeding proration period reduced by the amount of |
such overproduction and such overproduction shall be made up within the first
succeeding proration period. If, at the end of the first succeeding proration
period, the well is still overproduced, it shall be shut in and its current month-
ly allowable charged against said overproduction until the well is in balance.
If, at any time a well is overproduced an amount equaling six times its current
monthly allowable, it shall be shut in until it is in balance.
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The Commission may allow overproduction to be made up at a lesser
rate than would be the case if the well were completely shut in upon a showing
at public hearing after due notice that complete shut in of the well would re-
sult in material damage to the well.

GRANTING OF ALL.OWABLES

RULE 12. No gas well shall be given an allowable until Form C-104
and Form C-110 have been filed together with a plat showing acreage attribu-
ted to said well and the locations of all wells on the lease.

RULE 13. Allowables to newly completed gas wells shall commence
on the date of connection to a gas transportation facility, as determined from
an affidavit furnished to the Commission (Box 2045, Hobbs, New Mexico)} by
the purchaser, or the date of filing of Form C-104 and Form C-110 and the
plat described above, whichever date is the later.

- REPORTING OF PRODUCTION

RULE 14, The monthly gas production from each gas well shall be
metered separately and the gas production therefrom shall be submitted to the
Commission on Form C-115 so as to reach the Commission on or before the
twentieth day of the month next succeeding the month in which the gas was pro-
duced. The operator shall show on such report what disposition has been made
of the gas produced, The full production of gas from each well shall be
charged against the well's allowable regardless of what disposition has been
made of the gas; provided, however that gas used on the lease for consumption
in lease houses, treaters, combustion engines and other similar lease equip-
ment shall not be charged against the well's allowable.

DEFINITIONS

RULE 15. A gas well shall mean a well producing gas or natural gas
from a common source of gas supply from a gas pool determined by the Com-
mission.

RULE 16. The term ''gas purchaser' as used in these rules, shall meén
any 'taker' of gas either at the wellhead or at any point on the lease where
connection is made for gas transportation or utilization. It shall be the
responsibility of said 'taker' to submit a nomination.

PROVIDED FURTHER that those wells located within the defined limits
of the Amanda Gas Pool which produce oil and receive an oil allowable on the
- 0il proration schedule shall be prorated as o0il wells pending further study and
that “"preliminary'" and “supplemental' nominations, as outlined in Rules 8
and 9 above, shall pertain only to gas wells which are not assigned an oil
allowable, \

PROVIDED FURTHER that all operators of gas wells shall submit to
the Hobbs office of this Commission (Box 2045 on or before January 1, 1954 a
copy of either an electric log or sample log of each well (if available), whether
oil or gas, that they operate within the _efined limits of the Amanda Gas Pool.
Attached to each log shall be a detailed report showing well elevation, total
depth, plug back depth, depth of production striug, interval of perforations
and open hole and estimation of formation tops as indicated by the log. Any
operator of any well hereafter completed or recompleted within the defined
limits of the Amanda Gas Pool shall also submit to the Hobbs office of the
Commission, the logs and information detailed above, within 30 days following
such completion or recompletion.

In the event that the Commission deems it advisable to ¢btain additional
information from wells producing outside the defined limits of the Amanda Gas

Pool the Secretary of the Commission is hereby authorized to issue a directive
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to operators in order to obtain the desired information.

PROVIDED FURTHER that as soon as possible atesting procedure for
all gas wells shall be adopted by the Commission. Said procedure shall con-
tain adequate tests in order to determine the feasibility of employing any well
potential, deliverability or pressure factors in allocating gas.

PROVIDED FURTHER that those operators who desire approval of the
Commission of gas-oil dual completions under the provisions of Statewide Rule
112-A should also comply with the provisions of Rules 2, 3 and 4 of this order
before approval will be granted.

PROVIDED FURTHER that in order to inaugurate gas prorationing and
allocation in the Amanda Gas Pool on January 1, 1954 the Commaission shall
consider the nominations of purchasers for the proration period beginning
January 1, 1954 at the regular hearing of the Commission on November 19,
1953 and shall require each purchaser of gas from the Amanda Gas Pool to
submit with each "supplemental' nomination a list of the wells and their loca-
tion {rom which gas is to be purchased commencing January 1, 1954. in this
instance the list of wells shall pertain solely to those wells whkich are gas
wells and are not on the oil proration schedule.

PROVIDED FURTHER that in the event an operator has a producing
well on acreage which does not conform to the provisions of Rule 2 or Rule 7
and an exception to Rule 7 is to be requested of this Commission, the neces-
sary information requested under Rule 12 should be complied with pending
Commission action. In this instance the Proration Manager is directed to
assign to the well only that acreage attributable to the well lying within the
quarter section upon which the well is located. In the event the unorthodox
unit is approved after notice and hearing and an increase in total acreage is
permitted then the total allowable assigned the well shall be adjusted and made
retroactive to the lst day of the proration period or the lst day the well pro--
duced into a gas transportation facility if the well was not productive prior to
January 1, 1954,

PROVIDED FURTHER that copies of Form C-115, Monthly Production
Report, submitted in compliance with Rule 14 shall be distributed by the :

. operator as follows: Original to Oil Conservation Commission, Box 871,

Santa Fe; two copies to Qil Conservation Commission, Box 2045, Hobbs, New;
Mexico.

IT IS FURTHER ORDERED that nothing in this Order, or Order No.
R-374, heretofore issued by the Commission, shall be construed as re-classir
fying any well now prorated on the oil proration schedule as a gas well, and

. any such reclassification hereafter made shall only be made after due notice

and hearing,

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

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

EDWIN 1., MECHEM, Chairman

e S. WALKER, Memmber

SEAL




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION

COMMISSION OF THE STATE OF NEW

MEXICO FOR THE PURPOSE OF

CONSIDERING: CASE NQ, 588
Order No. R-374

- THE APPLICATION QF THE OIL

CONSERVATION COMMISSION ON ITS

"OWN MOTION FOR AN ORDER ESTABLISH-

. ING POOL RULES FOR THE AMANDA GAS

i POOL, LEA COUNTY, NEW MEXICO, SAID

* RULES BEING CONCERNED WITH WELL
'SPACING, GAS PRORATION AND ALLOCATION,

' PRORATION UNITS, POOL DELINEATION AND

. OTHER RELATED MATTERS INSOFAR AS THEY

' PERTAIN TO THE GENERAL RULES FOR GAS

: PRORATION AS SET FORTH IN ORDER NO, R-356
- IN CASE 521,

ORDER OF THE COMMISSION

. BY THE COMMISSION:

This case came on for hearing at 9 o'clock a. m. on September 17,

1953, at Santa Fe, New Mexico, before the Oil Conservation Commission of
. New Mexico, hereinafter referred to as the "Cominission,"

#
NOW, on this 023 day of September 1953, the Commission, a

quorum being present, having considered the statements of interested persons,
" and the official records of the office and other pertinent data, and being fully
{ advised in the premises,

FINDS:

{1) That due public notice having been given, the Commission has
jurisdiction of this cause.

(2) That production records of gas wells producing within the
Amanda Gas Pool as heretofore designated, classified and defined, indicate
the necessity for proration of gas-well gas for the prevention of waste and
the protection of correlative rights.

(3) That Order No. 356, heretofore issued by the Commission,

~ and containing appropriate general rules relative to gas-well spacing, gas

proration and gas allocation, appearing to be satisfactorily applicable to the

' Amanda Gas Pool, should be considered as the special rules and regulations

for said pool pending further order of the Commission,

IT IS THEREFORE ORDERED:

That the rules and regulations relating to gas-well spacing, gas
proration and gas allocation, as set out in Order R-356, be, and the same
hereby are made the special rules and regulations of the Amanda Gas Pool
pending further order of the Commission after notice and hearing.
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IT IS FURTHER CRDERED:

That all parties interested in said Amanda Pool and the rules

" therefor be, and they and each of them are hereby ordered to show cause

at 9 o'clock a.m., on October 26, 1953, at Sarta Fe, New Mexico, why

. the rules and regulations referred to hereinabove, with any essential amend-
. ments, shall not be put into effect as of November 1, 1953,

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

/L e

EDWIN L. MECHEM, Chairman

< Se ; Membe

R. R, SPU

R, Member and Secretary

SEAL




BEFORE THE OIL. CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION
COMMISSION OF THE STATE OF NEW
MEXICGC FOR THE PURPOSE OF CONSIDERING

5Ly
CASE NO, 32T
THE APPLICATION OF THE OIL CONSERVATION ORDER NO, R-3#8-A
COMMISSION ON ITS OWN MOTION FOR ALL 379
OPERATORS AND INTERESTED PARTIES IN
THE GAS POOL TO SHOW CAUSE WHY

THE RULES AND REGULATIONS AS SET OUT
IN ORDER R~356, WITH ANY ESSENTIAL
AMENDMENTS, SHOULD NOT BE PUT INTO
EF¥YECT,

ORDER OF THE COMMISSION

BY THE COMMISSION:

This case came on for hearing at 9 o'clock 2. m, on October 26,

1953, at Santa Fe, New Mexico, before the Oil Conservation Commission of

New Mexico, herecinafter referred to as the "Commission',

NOW, on this day of November, 1953, the Commission,

a quorum being present, having considered the testimony adduced, the exhibits
received, the statemeats of interested parties, the official records of thise
Commission and other pertinent data, and being fully advised in the premises,

FINDS:

{1) That due public notice having been given, the Commission has
jurisdiction of this causze,

{2) That the Commission by virtue of Order R-356 adopted certain
""Standby Rules'' pertaining to the four county area of Lea, Eddy, Chaves and

Roosevelt Counties, New Mexico; said ruies dealing with well spacing, allocaticn,



proration units and other pertinent matters.

.
(3) That the Commission issued Order R~964, pertaining to the
At it
Jedeo Gas FPool adopting the Rules and Regulatione of Order R-356 as the
special pool Rules and Regulations of the’.l:&i;:o-Gal Pool pending further

order,

(4) That the Rules and Regulations as set forth in Order R-356

o

with certain amendments should be placed in full force and effect ir the
fil’!"f!\ i’.’

Jaleo Gas Pool.

{5) That operators in certain designated oil and gas pools in

Atz is

the area of the Jaico Gas Pool should supply to the Commission certain
geological and reservoir informaticen in order that a complete evaluation of
the productive limits of this pool can be ascertained.

{6) That an adequate gas well testing procedure should be adopted
as soon as possible so that operators, purchasers and the Commission can
determine the feasibility of employing an allocation factor pertaining to
well productivity, deliverability or pressure in allocaﬁng production and

7t ‘;'4:‘.';;}'"7’
that pending this evaluation the allocation of gas in the Jaivo Pool shall be
on a 100% acreage bar s using 160 acre proration units as a basis for the
allocation,

{7) That the allocation of gas on a 160 acre proration unit basis

be limited to 160 acres in the form of a square being a legal aubdivision,

quarter section, of the U. §. Public Land Surveysand that deviation from this




basis shall be aliowed only after proper notice and hearing.

(8) That in granting exception to the standard 160 acre proration
unit the Commission shgub give special consideration to wells heretofore
completed, which would make pooling agreé}nentu of acreage ecoromically

impractical,

. ;/',r'.' T
(9) That the portion of the Jakeo Gas Pool known as the ""Rhodes

L3
) »

Storage Area" -hovtltf‘be granted exc'éptlon to the Rules and Regulaﬁonl of

e s
i gy

the Jaleo Gas ?(ool provided cg,l‘/i:ain reports are made to the Commission,

(10) That for the purpcse of administration and clarification of

pool rules, all the rules applicable to well spacing, production, proration and

P30 0%, i

allocation of gas in the Fadeo Gas Pool should be set out in this order under the

Fririrt ql’

heading "JALCO GAS POOL RULES"

IT IS THEREFORE ORDERED:

. "
prliiin e

That the foliowing Rules shall apply to the Falto Gas Pool, Lea

County, New Mexico.

Hll‘f"l;"js"?
JALEO GAS POOL RULES

WELL SPACING AND ACREAGE REQUIREMENTS FOR DRILLING TRACTS,

Rule |. Any well drilled a distance of one mile or more from the

Frioobi ire
outer boundary of the Jaleo Gas Pool shall be classified as 2 wildcat well. Any

[T L 4
well drilled less than one mile from the outer boundary of the FJadeo Gas Pool

shall™ be spaced, drilled, operated and prorated in accordance with the

—‘J
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IR Ss
Regulations in effect in the Gas Pool,

i

;

Rule 2, Each well drilled or recompleted within the 'J.;lco dal Pool shall
be located on a tract consisting of not less than a quarter section of approximately
160 surface contiguous acres substantially in the form of a square which shall be
a legal subdivision (quarter section) of the U. S, Public Land Surveys.

rte ,

Rule 3. Each well drilled within the Jaleo Gas Pool shall not be drilled
closer than 660 feet to any outer boundary line of the tract nor closer than 330
feet to a quarter-quarter section or subdivision inner boundary aor closer than
1320 feet to a well drilling to or capable of producing from the same pool.

Rule 4. The Secretary of the Commission shall have authority to grant an
exception to the requirements of Rule 3 without notice and hearing where application
has been filed in due form, and,

(a) When the necessity for an unorthodox iocation is based on
topographical cenditions, or is occasioned by the recompletion of a well previously
- drilled to amether horizon, and

(b) When either one of the following is applicable,

1. When the ownexship of all 0il and gas leases within a
radius of 1320 feet of the proposed location is common with the ownership of the
oil and gas leases under the proposed location,

2. When all owners of oil and gas leases withir such radius

consent in writing to the proposed location.




Aule 5. The provision of Statewide Rule 104 Faragraph (k), shall not apply
to "": Jalco Gas Pool located in Lea Coumty, New Mexico.
Sas PAORATION

Rule é. The Commission after notice and hearing, nhall consider the momine-
tions of gas purchasers from the Jdeo Gas Poel and cther relevamt data and shall
fix the allowsble production of the Jaias Gas Pool, and shall allocate production
among the gus wells in the '.hb G.t Poel upoa a reasonable basis with due regard
to correlative rights.
PRORATION UNITS

Rule 7 (a) For the purpose of gas allocation in the Jatss Gas Pool, &
standard preration unit shall consist of Letweea 156 and (162 contiguous surface
acres substemtiully in the form of & square which shall be a legal subdivision
(quarter sestien) of the U. 3. Public Land Surveys; provided, hwwever, that a gas
preoration unit othey than a legal quartey section may be formed aftez netice and
heoaring by the Commissien, excent as sutlined ta Paragraph {b). Any slloecation
uait contalxing less than 158 acres or mwere than 162 acres shall be s non-standard
unit and its sllowahls ahall be decreased or incressed to that proportion of the
standard unit allowable that the sumber of acree coatained therein beare to 160
acred. Any standard preration unit consieting of between 158 and 1462 centigusus
surface acres shall be comsideared as containing 166 acres for the purposs of gas
allecation.

(b) The Becretary of the Comrnission shall bave authority te great an
encoption to Rule 7 (a) without Motice sad Hearing where application has been filed
in due fovm and where the fellowing facts exist and the following provisions are
complied with; |

1. The men-standard unit consists of leso acrenge than a standard
preration unit.

2. Tue screage assigned to the noun-standard unit lies wholly within
a legs! quarte s section and comaing a well capabdle of producing gas into x gas trans-
portation facility on the date of this erder.

3. The operstor recuives vm tonsent in the form of waivers

frem all operators in the adjoising 160 acre proratien units.
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GAS ALLOCATION
Rule 8. At leaet 30 days prior te the beginning of each gas proration period
the Commission shall hold a hearing after due notice has been given. The
Commission shall cause to be submitted by each gas purchaser its "Preliminary
Nominations' of the amount of gas which each in good faith actually desires tec
purchase within the ensuing proration period, by months, from the Jdco ;(:5'33
Pool. The Commigsion shall consider the "Preliminary Nominations' of
purchasers, actual production, and such other factors as may be deemed applicable
in determining the amount of gas that may be produced whhout waste within the
ensuing preration period. '""Preliminary Nomisations' shall be submitted on
a form prescribed by the Commission,
Rule 9. Each month, the Commission shall cause to be submitted by
each gas purchaser its "Supplemental Nominations'' of the amount of gas which
each in good faith actually desires to purchase within the ensuing proration *:. mnth
Friics 47 |
from the Jadeo Gas Pool. The Commission shall hold a public hearing between
the 15th and 20th days of each month to determine the reasonable market demand
for gas for the ensuing proration month, and shail issue a proration schedule
setting out the amount of gas which each well may produce during the ensuing
proration month. Included in the monthly proration schedule shall be a .. ¢

tabulation of allowable and production for the second preceding month together

with an adjusted allowabie computation for the second preceding month. Said

-6-




adjusted allowable shall be computed by comparing the actual allowable assigned
with the actual production. In the event the allowable assigned is greater than
the actual production, the allowables assigned the top allowable units shall be
reduced proportionately, and in tae event the allowable assigned is less than the
production then the allowables assigned the top allowable units shall be increased
proportionately., 'Supplemental Nominations" shall be submitted on a form
prescribed by the Commission,

The Commission shall include in the proration schedule the gas wells in

i e Ak
the Sﬂeo Gas Pool deiivering to a gas transportation facility, or lease gathering

system, and shall include in the proration schedule of thergé;o:gal Pool any well
which it finds is being unrulonabl!n?/ discriminated against through denial of access

to a gas transportation facility, which is reasonably capable of handling the type

of gas produced by such well, The total allowable to be allocated to the pool

each month shall be equal to the sum of the supplem_ental nominations together

with any adjustment which the Commission deems advisable. The allocation to

a pool remaining after subtracting the capacities of marginal units shall be divided
and allocated ratably among the non-marginal units in the proportion that the

acreage contained in each unit bears to the total acreage alloted to such non-marginal

units.

BALANCING OF PRODUCTION

Rule 10. Underproduction: The dates 7:00 A, M,, January |l and 7:00 A, M.,

July 1 shall be known as balancing dates and the periods of time bounded by these



dates shall be kncwn as gas proration periods. The amount of current gas
allowable remaining unproduced at the end of each proration period shall be
carried forward to and may be produced during the next succeeding proration
period in addition to the normal gas allowable for such succeeding period; but
whatever amount thereof is not made up within the first succeeding proration
period shall be cancelled. [If, at the end of the first succeeding proration
period, a greater amount of allowable remains unproduced than was carried
forward as urderproduction, the amount carried forward to the second succeeding
period shall be the total underproduction less the amount carried forward to the
first succeeding period.

If it appears that such continued underproduction has resulted from
inability of the well to produce its allowable, it may be classified as a marginal
well and its allowable reduced ¢ the well's ability to produce.

Rule 11. Overproduction: A well which has produced a greater amount
of gas thar was allowed during a given proration period shali have its allowable
for the first succeediag proration period reduced by the amount of such over-
production and such overproduction shall be made up within the first succeeding
proration period. If, at the end of the first succeeding proration period, the
well is still overproduced, it shall be shut in and its current monthly aliowable
charged against said overproduction until the well is in balance. If, at any time,

a well is overproduced an amount equaling six times its current monthly allowable,

it shall be shut in until it is in balance.




The Commission may allow overproduction to be made up at a lesser

rate than would be the case if the well were completely shut in upon a showing

at public hearing after due notice that complete shut in of the well would result

in material damage to the well,

GRANTING CF ALLOWABLES

Hule 12. No gas well shall be given an allowable until Form C-104 and
Form C-110 have been filed together with a plat showing acreage attributed to-
said well and the locations of all wells on the lease.

Rule 13. Allowables to newly completed gas wells shall commence on the
date of connection to a gas transportation facility or the date of filing of Form
C-104 and Yorm C-110 and the plat described above, whichever date is the
later.

REPORTING OF PRODUCTION

Rule 14. The monthly gas preduction frcm each gas well shall be metered
separately and the gas production therefrom shall be submitted to the Commi-sion) C’Z’T’”;?t'
so as to reach the Commission on or before tile twentieth day of the month next
succeeding the meonth in which the gas was produced. The operator shall show
on such report what disposition has been made of the gas produced. The tull
production of gas from each weil shall be charged against the well's allowable
regardless of what disposition has been made of the gas; provided, however

that gas used on the lease for consumpticn in lease houses, treaters, combustion

-9-
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engines and other similar lease equipment shall not be charged against the well's

allowable.

DEFINITIONS

Rule 15. A gas well shall mean a well producing gas or natural gas from
a common source of gas supply from a gas pool determined by the Commission.
Rule 16. The term "gas purchasesr' as used in these rules, shall mean any
"taker" of gas cither at the wellbhead or at any point on the lease where connection
is made for gas transportation or utilization. It shall be the responsibility of said
"taker" te submit a nominatien,

PROVIDED FURTHER that -’.‘hode wells located within the defined limits

Btk :"f#
of the Judev Gas Pool which produce oil and receive an oil allowable on the oil

proration schedule shall be prorated as oil wells pending further study and that

“prelimizary" and '"supplemesntal” nominations, as outlined in Rules 8 and 9

above, shall pertain only to gas wells which are not assigned an oil allowable,

PROVIDED FURTHER that all eperators of oil or gas wells shall submit

to the Hobbs office of this Commission (Box 2045) on or before January 1, 1954
a copy of either an electric log or sample log of each well,whether oil or gas,

Fiorne Lub

they epeiate within the defined limits of the }ilieo Gas Pool., Attached to each
log shall be a detailed report showing well elevation, total depth, plug back depth,
depth of production string, interval of perforations and open hole and estimation

of formation tops of Yates, Seven Rivers and Queen as indicated by the log.

~]0~




‘In the event ihat the Commission deems it advisable to

obtain additional information from wells producing outside the defined limits

pirmil e
of the Faico Gas Pool the Secretary of the Commission is hereby authorized to

issue a directive to operators in order to obtain the desired infoermation.

PROVIDED FURTHER That the provisions of these rules contained
herein shall not apply to those wells involved in the Rhodes Storage Area.
Provided, however, that operators in the Rhodes Storag‘e\area shall submit

semj-annual reports, corresponding with the Jalco pool prori\;_on period, said

.
N\
™,

- \‘
reports shall comtain statistical informatlen showing the amount of gas injected

and withdrawn from storage during each period and the cumulative amount of
gas injected and withdrawn at the end of the proration period.

PROVIDED FURTHER that as soon as possible a testing procedure for

all gas wells shall be adopted by the Commissiorn. Said procedure shall contain

adequate tests in order to determine the usefulness of employing any well potential,

deliverability or pressure factors in allocating gas.

PROVIDED FURTHER that those operators who desire approval of the

Commission of gas-oil dual completions under the provisions of Statewide Rule

112-A should also comply with the provisions of Rules 2, 3 and 4 of this order

before approval will be granted.

PROVIDED SWRTHER that in order to inaugurate gas prorationing and

21

L

allocation in the Jaleo Gas Pool on Jaruary I, 1954 the Commission shall consider

f et
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the nominations of purchasers for the proration period beginning January 1, 1954

at the regular hearing of the Commission on Ncvember 19, 1953 and shall require
exch purchaser of gas from the Juteo Gas Pool to submit with each "supplemental’
nomination a list of the wells and their location from which gas is tc be purchased

commencing January 1, 1954, In this instance the list of wells shall pertain

sclely to those wells which are gas wells and are not on the oil proration schedule.

PROVIDED FURTHER that in the event an operator has» a producing well
on acreage which does not conform to the provisions of Rule 2 or Rule 7 and
an exception to Rule 7 is to be requested of this Commission the necessary informa-
tion requested under Rule 12 should be complied with pending Commission action.
In this instance the Proration Manager is directed to assign to the well only that
acrgage attributable to the well lying within the quarter section upon which the
well is located. In the event the unorthodox unit is approved after notice and
hearing and an increase in total acreage is permitted then the total allowable assigned
the well shall be adjusted and made retroactive to the 1st day of the proration period
or the lst day the well produced into a gas transportation facility if the well was

not productive prior to January 1, 1954,




