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IN THE MATTER OF: The hearing called by the 0il)
Conservation Commission on its own motion to )
consider the amendment of certain rules. In the)
above~styled cause, the Commission proposes to )}
consider the amendment of Rule 104 to define a )
wildcat o0il well and a wildcat gas well, and to )
permit the dedication of 160 acres to a wildcat )
gas well drilled in Lea, Chaves, Eddy and Roose-)
velt Counties unless said well is projected to )
the Pennsylvanian formation or deeper, in which )
case 320 acres could be dedicated. It is also )
proposed to define the completion date of a gas )
well and to require certain tests to be conduct=-)
ed on wildcat gas wells anywhere in the State )
following their completion and to provide that )
the acreage dedicated to the well be reduced to )
40 acres if such tests do not establish that the)
well is indeed a gas well, It is also proposed )
to consider amending Rule 401 to provide that )
unconnected gas wells be tested to determine )
their potential. It is further proposed to )
consider amending Rule 301 to require gas-oil )
ratio tests to be taken no sooner than 20 days )
nor later than 30 days following the completion )
or recompletion of a well and to be reported to )
the Commission within 10 days following complet-)
ion of the test,

BEFORE Governor Jack Campbell
Mr. A, L, Porter
My, E. S. (Johnny) Walker

TRANSCRIPT OF HEARING

Case No., 3044
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DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE,
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MR, PORTER: The next case on the docket is Case 3044,

MR, DURRETT: In the matter of the hearing called by the
0il Conservation Commission on its own motion to consider the
amendment of certain rules.

If the Commission please; Jim Durrett appearing oii behalf
of the Commission and’its Staff. I have one witness, Mr, Daniel
S. Nutter.

(Witness sworn,)

MR. PORTER: Dces anyone else desire to present testimony
in this casa?

MR, HUNKER: If the Commission please, I would like to
make a statement., My name is George Hunker,

MR, PORTER: There will be time given for that, Mr,
Hunker. Anyone else to present testimony?

DANIEL S. NUTTER, called as a witness, having been first
duly sworn, testified as follows:

DIRECT EXAMINATION
BY MR, DURRETT:
o) Please state your name and position for the record.
A Dan Nutter, Chief Engineer for the 0il Conservation
Commission,
Q Are you familiar with Case 3044 and what is proposed here
today?

A Yes, I am, .
(Whereupon, Exhibits 1 through 5

marked for identification.)

®
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Q Would you please, in summary form, for the reco.d, give
us some background leading up to the docket of this case by the
Comrmission?

A Yes, There's been considerable exploratory work done in
Southeast New Mexico, in particular, looking for gas. The nature
of Southeast New Mexico, as far as leases is concerned, is that
there are many small leases issued by both fee owners and by the
State, also quite a number cf small Federal leases exist in South-
east New Mexico.

-The present Rule 104 requires that any one wildcat well
have dedicated to it only 40 acres. In certain areas where
exploratory work, if it encounters anything, is quite likely to
encounter gas, it makes it impossible with this 40-acre limitation
to form a drilling block for a wildcat gas well.

As I mentiored, exploratory activity for gas in Southeast
New Mexico has increased. The problem, therefore, has risen
that we need some provision to permit the dedication of more than
40 acres to an exploratory well which is projected to a gas
horizon, and which may encounter gas.

Q Will you please refer to what has been marked as Exhibit
1 in this case?

A Exhibit 1 is the proposed amendment of Rule 104, Sections
A, B, C and B. It also contains on the fifth page, Proposed

Amendment, Rule 301, and FProposed Amendment,::Rule 401, Exhibit 1

&
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in this case is the five pages which are attached to the docket
and contain the proposed rules,

Q And the docket has been distributed here today?

A Correct.

Q Will you please refer to Exhibit Number 1 and let us talk
about each rule separately, first referring to your proposed
amendment of Rule 104, which appears on the first four pages, and
part of the fifth page of your Exhibit Number 1. Would you please
summarize the substantive changes that you are proposing in ccnned
tion with this Rule 1042

A Yes. Rule 104 is entitled, Well Spacing: Acreage Require-
ments for Drilling Tracts. The present Rule 104 has numerous

sections in it, being Sections A through M. These sections are
not titled, however a generalized title which would be applicable
tc each of these first four sections A through D, would be A would
be the Classification of Wells: Wildcats and Development Wells:
Section B of the present Rﬁle 104 could be entitled: Acreage
Assigned to Wildcats, Statewide; it also contains a Section I1 of
Paragraph B in the present Rule 104 being Acreage Assigned and
Locations for Wildcats in the San Juan Basin.
Section C could be entitled Acreage Assigned and Locationg

for 0il Pools, Statewide; and Section D has two paragraphs.
D would be entitled, the first Section, Acreage Assigned and Loca-

tions For Gas Pools Statewide. The second paragraph of D would

®
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Acreage Assigned for Cas Fools Statewide, or San Juan Basin,

Q Now, titles, Mr,.Nutter, you are adding the sub-heading
titles, those are not in the present rules?

A The titles are not in the present rules. That would be
the titles of these sections if they had titles,

0 All right.

A Now, we have taken the first four sections, A through D,
and continuing the same numbering system of devised four sections
to be amended, Section A is entitled: Classification of Wells:
Wildcat and Development Wells; Section B would be Acreage Reguire-
ments for Wildcats, and contains several sections; C would be:
Acreage Regquirements for Development Wells; D would be: Acreage
Assignment for Completed Wells, and contains several sections,

Section A, Classification of Wells, is essentially the
same as the A in the rule as it exists today. Today it defines a
wildcat well, which is a well drilled one mile or more from
another well which has produced ©0il or gas from the formation to
which the proposed well is projected or one mile or more from the
outer boundary of any defined pool which has produced oil or gas
from the formation to which the proposed well is projected.

I would like to call attention ¢ this point, to & sugges-
tion made by James Knauf of the United States Geological Survey
regarding this paragraph. The paragraph mentions the word

"formation"™, ©Now, he has pointed out that in several cases in the

&
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Southeast particularly, and it also occurs in the Northwest forma-
tions of several different producing horizons which havce bccome
definitive and are carried as separate pools,

One of the most marked examples of this is the Pennsyl-~
vanian formation in Southeact New Mexico. There are numerous
producing pays there, s0 a well could be projected to another
producing horizon in the Pennsylvanian and be less than a mile
from a well which is producing from another well in another hori-
zon, and not be classified as a wildcat unless we do change this
to say producing horizon rather than formation. I think for a
stricter interpretaticn of what a wildcat would be we would need
to define the word as producing horizon instead of formation.

The second paragraph there defines what a development well
would be. It's a well drilled less than a mile that would produce
from the same horizon that the projected well is going to, or less
than a mile from a pool producing from the same horizon.

Section B gets into Acreage Requirements for Wildcats.,
There are three roman numeral sections, of this the first being
Lea, Chaves, Eddy'and.Roosevelt Counties, Roman Numeral II is
San Juan, Rio Arriba and Sandoval Counties; and III is Al} countiegs
except the counties just named.

The acreage requirements for wi‘dcat gas wells in Southeast
New Mexico being Lea, Chaves, Eddy and Roosevelt Counties would

be 160 acres for a wildcat gas well, which is a wildcat in accord-

Sink
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ance with Section A of the Rule, and which is projected as a gas
' ' well to a formation and an area which, in the opinion of the
{»>f - engineer or supervisor approving the application to drill, may
reasonably be presumed to be productive of gas rather than oil,

in the event production is encountered.

FARMINGTON, N, M
PHMONE 325.1182

B It's impossible in every instance to forecast whether gas
or oil will be encountered, even whether anything will be encount-
ered; but there are areas where a reasonable presumption can be
made that this is a well which if productive, will be productive
of gas.

The second paragraph of this rule requires that such a

wildcat gas well shall be located on a tract consisting of 160

acres, or if it's projected to a formation of Pennsylvanian or older

SANTA FE, N. M,
PHONE 983.3971

it shall be located on a tract containing 320 acres. We debated
with ourselves as to whether thi: .aould say "may” or "shall". I
think advisedly it should be "shall®™. This, in effect,
establishes that a gas well will have 160 acres, or if it's a

deep gas well it will have 320 acres. I envision that in all

probability a forced pooling case could be brought before a wild-

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

cat is drilled under this rule.

PHONE 243.6691

Q And also, Mr. Nutter, referring to the portion of the

bl

rule which states whether or not it would be drilled on the 320

- would be determined by the opinion of the engineer or supervisor

approving the application, it would automatically follow that if
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there was a dispute between the operator - supervisor, that the
operator could apply for a hearing with the Commission, and the
oo Commissicon would determine whether or not it could be drilled,
isn't that correct?

A That is correct., I certainly think that any dispute of

FARMINGTON, N, M
PHONE 2325.1182

that nature could be solved aﬁ a hearing. The rule goes cn to
state what the location for a wildcat gas well would be., 1It's
defined as being at least 660 feet from the outer boundary of
160 acres or 320 acre tract, and not closer than 330 feet to an
inner boundary.

I believe a projection of a well as a gas well, if it's
a wildcat, and.the location being 660 feet would bé of benefit

here. We've had cases where wildcat wells have been projected on

SANTA FE, N. M.
PHONE 983.3971

330 foot locations. They were gas wells, and 330 feet normally

R REPORTING SERVICE, Inc.

-
'

is too close to the line for a gas well, So this 660 feet I

believe would be an improvement here.

Wildcat oil wells in Lea, Chaves, Eddy and Roosevelt
Counties would have 40 acres dedicated to them. They would

continue to be permitted to be located 330 feet from the outer

DEARNLEY-MEIF

ALBUQUERQUE, N, M,

boundary of the 40-acre tract.

Roman Numeral Section II, San Juan, Rio Arxriba and

PHONE 243.669!

" Sandoval Counties provides 160 acres for wells projected to gas
producing horizons; 40- acres for wildcat wells projected to oil

producing horizons. It establishes the location as being 790 feedf

®
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- e - I
. { from the outer boundary of the tracts for gas wells, no closer
than 130 feet to a quarter-quarter section line. It establishes

that oil wells would be located no nearer than 330 feet to the

TRy

40-acre line. Romap Numeral Section II essentially is identical

ot

to Section B II of the present rule.

(e
FARMINGTON, N, ™M,

PHONE 325

Roman Numeral Section III provides acreage assignment and well]
Jocations for wildcats drilled in all counties except the seven
specifically covered. There's no production in any of these

counties and a wildcat is a wildcat in that there's no possibility

SERVICE, Inc.

of determining beforehand whether its going to be oil or gas

’
"

productive, sc the standard 40-acre assignment is left intact,

Section C is entitled Acreage Requirements for Developmeny

Wells. Oil wells in all counties would be assigned 40 acres and

SANTA FE, N. M
PHONE 983-3971

be located 330 feet, not nearer than 320 feet to any boundary
line of the tract, unless they were provided for in Special Pool

Rules.

Gas wells, unless they were provided for in Special Pool

Rules would be assigned 160 acres, if they were in formations of

less than Pennsylvanian age; they would be assigned to 320 acres

DEARNLEY-MEIER REPORTING

ALBUQUEROUE, N, M
PHONE 243.6691

if they were in formations of Pennsylvanian age or greater.,
Again the wor’ "shall"™ is used rather than "may".
I would imagine that this rule, if adopted, would re-

. quire that any future well drilled in the Pennsylvanian formation

or a formation older than Pennsylvanian age would be required

*
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FARMINGTON, N, M,
PHONE 325.1182

SANTA FE. N, M,
PHONE 983.3971

N, M.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQNERQUE,
PHONE 243.669)

to have 320 acres dedicated tec it.

Now, there are numerous pools, which we will get to in
a minute, which have been defined by the Commission and do not
have 320~acre spacing rules., In all probability the wells that
are drilled there are now on 160 acres; the future wells that will
be drilled in there would be on 320 acres, I therefore think it
would be advisable if this rule is adopted to call another case
at the earliest possible time to es£ablish 320-acre spacing for
the existing pools which are Pennsylvanian or greater age.

MR, PORTER: Mr. Nutter, at this point, is this right?
Most of the pools you are talking about will probably be one and
two well pools?

A Many of them small well pools. We might, right now, turn
to a couple of these exhibits.

Q (By Mr,., Durretc) Which exhibits are you referring to now)
Mr. Nutter?

A I have been handed the Commission Exhibits 2 and 3.
Exhibit 2 and 3 is entitled Southeast New Mexico Gas Pools with
more than l160-acre Spacing. Exhibit 3 is entitled 160-Acre Gas
Pools, Southeast New Mexico, Exhibit 3 has 70 pools listed there,
Of these 70, 46 are Pennsylvanian or deeper; so, as I mentioned,
I would envision the proper procedure would be at the earliest
possible time, call a hearing and permit the operators to show

cause why each of these 46 pools, of Pennsylvanian or greater agq

®
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- should not go on 320-acre spacing, I know, for a fact, that in
several cases the operator wouldn't care to show cause why this

\ should not occur.

Q Well, to proceed the other way, if we docketed a case for

320-acre spacing, would you be against that?

FARMINGTON, N, M
PHONE 325.1182

A No, not particularly.
MR, PORTER: Mr, Nutter, in order to clarify this, what
vou are recommending there, as I understand it, if the statewide

rule is adopted, it would not at present, apply to those existing

Pennsylvanian pools that are 160 acres?
A I would like for it to, but I don't think that the call

of this hearing is broad enough to cover those particular pools,

BANTA FE, M. M.
PHONE 283.3971

Q So, the purpose of the second hearing would be to go to

320 on the existing pools so that they would be covered by the

statewide rules?
A This is correct. Actually Exhibit 3 contains this list
of the 70 pools. There are some pools here that have actually

been depleted and no longer producing., There are pools that have

DEARNLEY-MEIER REPORTING SERVICE, Inc.

been defined by the Commissicn that are here, they have never

produced yet, As you mentioned a moment ago, many of these are

ALBUGUERQUE, N, M
PHONE 243.6691

small pools that have one or two wells in them and no markets.
MR, PORTER: Many of them no connection whatever? .

A Many of them no connection whatever., On the list of 70

pools, as far as I know, there's only one pool of Pennsylvanian

f ®
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age or greater, that there has ever been a hearing held requesting
more than lé60-acre spacing. That particular case was denied by
the Commission, it's the Crosby Devonian. That pool is developed
on l60-acre spacing and I recommend that it not be recalled for
consideration as a 320-acre.

MR, PORTER: The development in that area is essentially
complete?

A That's correct, the pool is a special case and it has some
serious faulting conditions in there that would make it impracti-
cable to try to dedicate 320 acres to the wells, So, I believe
that that would be one exception that I will make to calling up
these various pools,

GOVERNOR CAMPBELL: I'm sure I just don't understand every)
thing there is to be understocod about this, yuite obvicusly; I
can certainly understand why wells have a need for a rule that
set up spacing for wildcat gas wells. What is the reason for
your suggesting that all existing pools that have been drilled and
developed on cther spacing patterns that we should go back now
and create 320~acre spacing units, What's to be gained by that?

A As I mentioned before, many of these pools are in their
infancy as far as development is concerned. The spacingof the wel
is, in effect, on 320, but the 320 pool rules have never been
established.

GOVERNOR CAMPBELL: If people wish to drill gas wells on

20 acres, what is the particular concern of the Commission, unles

I

ls

®
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someone comes in and regquests it?
A There is a provision further on in this proposed rule for
the establishment of non-standard units in which an operator could
develop his acreage on less than the 160,
GOVERNOR CAMPBELL: Is this order for 320 being requested
by the operator?
it hasn't.

A No,

GOVERNOR CAMPBELL: Or are we just conceiving this?

A It has not been requested by operators., We have had, in
the last two or three years, numerous hearinge.
GOVERNOR CAMPBELL: Yes, I am aware of thac.
A For 320~acre spacing for the deeper gas wells. I think

it has been established in most of these instances that the gas
pools of Pennsylvanian and greater age can effectively drain 320
acres.,

GOVERNOR CAMPBELL: That then is the reason for your propos
ing the rules?

A This 320-acre provision is to eliminate the necessity for
the establishment of pool rules. It has been no problem in most
cases to come into a hearing and establish that 320 acres is
advisable for the deeper pools. The question of economics of
the drilling of the wells, the costs being taken inte considera-

tion, the permeability of the sands and the high pressures that

have been encountered in these deep gas pools in conjunction with

®
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Kl A Yes, sir
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| - to Completed Wells. The first roman numeral section is Well Tests
and Classification. Now in order to establish that a well which
‘}”} E has been drilled as a wildcat gas well or development gas well

is actually a gas wel', I believe it's necessary that a test be

32%.1182

taken, It therefore, is my recommendation that this rule be

FARMINGTON, N, M,

PHONE

adopted. It reads as follows: "It shall be the responsibility
of the operator of any wildcat gas well or development gas well
to which more than 40 acres has been dedicated to determine the
gaseliquid ratio and the liguid gravity for the well and to con-

duct a potential test within 30 days following completion of the

well and to file the same with the Commission within 10 days

following completion of the tests,

Date of completion for z gas well shall be the date a

SANTA FE. N. M,
PHONE 9823.3971

well head is installed or 30 days following conclusion of active
completion work on the well, whichever date comes first.

Upon making a determination that the well should not

properly be classified as a gas well, the Commission will reduce
the acreage dedicated to the well.

Failure of the opcerator to file the aforesaid tests with-

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M,

in the specified time will also subject the well to such acreage

PHONE 243-6631t

reduction.”
We realize; that in the case of a wildcat which is

projected as a gas well on the assignment of 320 acres that there

is a possibility that two other types of well could result,
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- either an 0il well or a dry hole. 1 believe that the 0il well

in all cases will take care of itself; the operator will file his
completicn forms, he will file the request for allowable and want
to start running oil from that well as socn as possible. 1In the

case of the dry hole you coald have the situation where you have

A

.
CARMINGTON, N, M
PHONE 325.1182

got 320 acres dedicated to a well and this well maybe did no more
than just reveal a show of gas; the operator would say, "1 have a
shut-in gas well out there",

We know that in some instance short term leases may be
dedicated to 320-acre wells, and in order to eliminate the possi-~
bility of a so-called shut in gas well sitting there holding some

short term leases, we believe that it should be established that

BANTA FE, N. M.
PHONE 593.3971

this well is a gas well, If the test is necessary to establish

it, then the test should be taken. I'm not sure that the gas-

liquid ratio nnr the liquid gravity is necessary to be determined.
I do, however, believe that a potential test should be taken on
the well within some reasonable time. I believe that in ordex

to have a beginning point and an ending point for the reasonable

time, we have to define the date of completion of the well.,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M.

I know of no better way to determine the completion date

PHONE 243.6691

for a gas well than tn egtablish it by the date the wellhead or
Chrigtmas Tree, if you like, is installed. If the Christmas Tree

or wellhead is not installed, evidently they don't have a well.

So we would establish the completion date as being 30 days from
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the conclusion of active completion work on the well; whichever
date comes first, the installation of the Christmas Tree or the
30 deys following conclusion of active completion work.

If it's determined as a result of taking the test that the
well should not be classified as a gas well, the acreage would
be reduced to 40 acres. If the operator just didn't take any
tests and didn't file anything with the Commission then we would
assume that he didn't have a gas well, that he's probably got a
dry hole, but he hasn't told us about it, and this would also
subject the well to the reduction of the acreage, and prevent the
holding of short term locations being dedicated to the well.

Q Mr., Nutter, referring to the provision in the rule that
you have just finished speaking about, and also all of your
Exhibit Number 1, is it correct that you are not necessarily
recommending to the Commission that they adopt this specific
language, that it is just the substantive provisions of the rule
is all that you are recommending?

A This is correct.

Q All right,

A The next section of portion "D" of the propesed rules
is entitled Non-Standard Units. This section is a necessity. It
has never been in the rules. 1It's always been necessary that if

an operator in an undefined gas area, or in a gas pool which does

not have special rules, wants to establish a non-standard unit,

®
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it's been necessary for him to come te hearing. The only place
where non-standard units are provided for is in the special pool
rules. Special pool rules have not normally been written unless
the operator ask for spacing an exception to the 160 spacing for

gas wells,

.
< ’
i
FARMINGTON, N, ™,
PHONE 325.1:82

This is a provision for the cstablishment of non-standard
units without the necessity and expense of the hearing, 1It's
quite standard, it follows almost identically the wording of the
non-standard unit portion of special nesl! rules; the only except-
ion being it has to take care of l60-acre standard unit and 320-
acre standard unit. It requires that off-set operators be noti-

fied, and the ones who would be notified would be all off-set

SANTA FE, N. M.
PHONE 983.3971

operators and operators owning interests in the guarter section

for l60-acre pools or formations, or the half section for 320-

. ol S B

acre pools or formations.

This, in effect, if an operator drills a well, say, in a
160~acre pool and he wants to establish a l20-acre unit, he must
give notice to the man who owns the other 40, so that the man that

owns the other 40 can have an opportunity to object, and possibly

DEARNLEY-MEIER REPGRTING SERVICE, Inc.

enter into an agreement with the driller of the well, to dedicate

ALBUQUERQUE, N, ™.
PHONE 243.6691%

his 40 to it and pay a proporitionate share of the costs, of course
I believe that this provision will be a blessing as far as the

elimination of expense to the operators and to the Commission

and should be adopted.
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0 Does that cover all of your proposed changes or proposed
amendments in Rule 104, Mr, Nutter?

A Yes, it does,

Q Are you of the opinion that one well of Pennsylvanian age

or older in Southeast New Mexico, will efficiently and eccnomicalﬂy

FARMIMGTON, N, M
PHONE 32%.1182

drain and develop a 320-acre tract?

A Yes, I believe that the history of the hearings that we
have had here at the Commission over the last several years indi-
cates that a well of that depth and in that cost bracket will comg
up with such economics and such drainage characteristics as to
establish 320 acres as being an economic and efficient drainage

or spacing pattern,

Exhibit Number 2 shows 24 gas pools in Southeast New

SANTA FE, N. M,
PHONE 983.3971

Mexico which have spacing of more than 160 acres. Of these 24

pools 16 or 66 2/3 percent are Pennsylvanian cr older, As far
as I kaow, as I mentioned before, only one Pennsylvanian or older
pool has come up for a hearing for more than l60-acre spacing and
didn't ultimately get it. There are a few cases where there was

more than one hearing before it was established as being the

DEARNLEY -MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

permanent spacing, but it has eventually been established in most

PHONE 243.6691

cases.,
Q That is set out on Exhibit Number 2 as far as the names
of the pools, is that correct?

A That's correct. There is one pool on here the operator

l requested 640~acre spacing for a Pennsylvanian Pool. The

®
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- Commission couldn't see 640-acre spacing but they could see the
320, 1It's listed here.

Q In reaching your conclusion that one well bf Pennsylvanian
age or older in Southeast New Mexico will efficiently and economi-

cally drain and develop a 320-acre tract, have you considered the

FARMINGTON, N, ™
PHONE 325.1182

economic loss caused by the drilling of unnecessary wells, the
protection of correlative rights, the prevention of waste, the
risk arising from the drilling of an excessive number of wells,
and the prevention of reduced recovery which might result from the
drilling of too few wells?

A Yes, that's the reason for recommending 320 for Pennsyl-
vanian and 160 for the shallower., 1It's also the reason for my

recommendation that the existing pools on l60-acre spacing be

BANTA FE, N. M,
PHCNE 983.3971

called for hearing to establish 320 for them if they are Pennsyl-

vanian or greater.
0 Do the records of the Commission in the cases shown on you
Exhibit Number 2 concerning those pools reflect testimony and

exhibits concerning this matter?

A Yes, they do,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

MR, DURRETT: If the Commission please, I will, at this

ALBUQUERQUE, N. M
PHONE 243.6691

time, move that the Commission take administrative notice of the
official records of the Commission concerning each of the pools

listed on Exhibit 2, including all cases that have come before thg

Commission requesting 320-acre spacing in these pools?

®©
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| - MR. PORTER: The Commission will take administrative
notice of the records in those cases.
SRTU Q (By Mr. Durrett) Now, Mr. Nutter, let's refer again to

Exhibit Number 1, if you would, please.

a2%.1:82

GOVERNOR CAMPBELL: Are vou going to go on beyond this

FARMINGTON, N. M,

PHONE

Rule 104 now?

MR, DURRETT: Yes, 1 was.,

GOVERNOR CAMPBELL: 1 have a gquestion I want to ask Mr,
Nutter with regard to the spacing situation. ?erhaps it’s a fig-
ment of my imagination, but I've often wondered whether in gstab-

lishing rectangular, as distinguished from square units for drill

DEARNLEY-MEIER REPORTING SERVICE, Inc.

.~
;g ing purposes there is any serious practical problem, First with
Vo
5% regard to clustering of wells and dedication of non-productive a
"z
acreage beyond what you would have if it were a sgquare unit,
% Actually, those are the two, the clugtering of the wells and the
possibility ==
A Wagon wheeling ==
GOVERNGR CAMPBELL® -~of wagon wheeling the field. Has
ié that been a serious problem engineerwise, drainagewise, in your
© _
§£ estimation in the 320-acre gas spaced gas pools that we have?
%g A In nmy opinion this is a problem. However many considera-

tions appear to come up in the cases that we've had for poocl rules

In my opinion the ideal spacing for rectangular units would be to

require the wells to be rigidly spaced, probably the best in the

ol
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case of 320-acre units is a 660, 1980 location.

As I've mentioned, in these cases that have come up we
find that consideration has been given to other factoxs by the
operators, Sometimes just the matter of structural position,
when you are drilling on a unit that's 320 acres, that's a mile
in length, and you give consideration to the structural position
of that well, and the rigid pattern which would provide the hest
drainage characteristics in the center of the reservoir may not
be too applicable there.

For that reason I have recommended that the location for
the wells be 660 from the outer boundaries, althcugh in some
cases it might not be best as far as drainage is concerned,

There are other considerations besides drainage which you must
face, particularly on the outskirts of the pool and the structure
of thé pool.

GOVERNOR CAMPBELL: What you are saying is, then, that the
cther factors, in your judgment outweigh perhaps, or.usually can
outweigh the question that I raised there with regard to these--

A They often have,
GOVERNOR CAMPBELL: At least you are recommending the 3207
A Recommending the 320, There's a letter there from one of
the companies that says I am wrong on the 660, that it ought to
be 1980. &s far as that goes, I prefer it, but I think it would

be a little bit restrictive for a statewide rule,

GOVERNCR CAMPBELL: Thank vou, Go ahead, Mr. Durrett.

®
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- Q {(By Mr, Durrett) Now, Mr. Nutter, refer now-to your Page
5 of your Exhibit Number 1, if you would, please, and give us a
summary of your proposed amended Rule 301, and thcn proceed on to
your proposed amendment of Rule 40Gl.

A 301 is the proposed gas-0il ratio test for oil wells, whic

FTARMINCTON, N, M
PHONE 325.1:a72

in its present form regquires a test for the gas-oil ratio to be
taken on a new well, no sooner than 30 ncocr later than 60 days afte
the well is completed, and put on production. In my opinion the
normal well will clean up and you can take a representative gas-
0il ratio on this well in much less than the 30 to 60 days that's
permitted by the rules.

By the time the operator waits to the 59th or 60th day to

SANTA FE, N. M.
PHONE 983-3971

conduct this gas-o0il ratio test, and by the time the Proration

Office has an opportunity to calculate it and assign the allowable
to the well, it may have been producing with an extremely high
gcr.- for a long period of time when it's allowable should be
penalized.

A lot of gas can be flared uander conditions like this and

correlative rights can be violated if the well is offsetting a

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUEROUVE, N, M,

well which has a penalized allowable, or which has a normal allow-

able,

PHONE 243.66791

Ef I'd therefore recommend that the time for taking this test]
be reduced fxrom 30 to 60 days =~ from the range of 30 to 60 days

to a range of 20 to 30 days following the completion of the well.

PR—
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]
— As I said before, I believe that 20 days in almost all cases is

sufficient time for a well to have cleaned out and a representativ
GOR. obtained,

£ SOVERNOR CAMPBELL: Mr., Nutter, what other reasons are

325

there that you believe that it can be done. What is your basis

'
1
FARM'NGTON, N, ™

PHONE

for requiring that it be done it an earlier time; what's the damag
done if it's 60 days instead of 30 days?

A Correlative rights are violated if the well is producing
with a high gas-oil ratio, and it should be penalized, then the
offsetting operators correlative rights are damaged because if>he

has an older well in which he has already filed his test he has

a penalized allowable, but this new well can produce, you might

SANTA FE, N, M.
PHONE 983.397)

say, wide open as far as that goes, with only the restriction of
top aliowable for the pool applied to it.,

GOVERNOR CAMPBELL: They usually don't have -a connection
in that length of time anyway, do they?

A This is 0il wells.

GOVERNOR CAMPBELL: They get their connection on the line

before you can --

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

A They produce for 60 days. They can produce for 60 days

with an unrestricted gas-oil ratio before it's even required to

PHONE 243.6691

be filed. 1It's not specified, but tradition has regquired that

this test be filed within ten days after it's taken, I have put

it in here that this test would be filed within the ten days.

@
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GOVERNOR CAMPBELL: This is in an oil pool where there is
no pool even where there's a gas-oil ratio in the pool at the

present time they can do this?

~.
-

R - - A Yes, sir. They are not required to take the test until

N

the 60th day, then they take another ten days to file it, It may

w
FARMING TON,
PHONE 3251

take to the first of the following month before that becomes
effective, as far as the penalty on a high GOR is concerned.

MR. PORTER: Mr. Nutter, as I understand it, this period
of time is actually required for cleaning up a well and getting
a representative gas-oil ratio, and your feeling is that the perio
of time which we allow now is too long. In other words, they can

produce actually 90 days without having a penalized allowable --

SANTA FE, N. M.
PHONE 983-397}%

A By the time the test is taken and the GOR applied to its

allowable can be 90 days.

MR, PORTER: Right, thank you.

A And in the meantime correlative rights have been violated
if it's in a pool where there is no no-flare provision; there

can be a 1ot of gas flared and wasted.

Q {By Mr. Durrett) Please summarize your propoused amendment

J
DEARNLEV-MEIER REPORTING SERVICE, Inc.

to Rule 401,

ALBUQUERQUE, N, M
PHONE 243 .669)

A Referring back to Section D of Rule 104 it requires that
a potential test be taken within 30 days following completion of

the well; with reference there to see Rule 301 and 401, As I

stated, I don't know that it is perhaps necessary, so perhaps the

!
L _reference to Rule 301 can he omif 0 as ratio
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- test applicable to oil wells as it currently is.
401 reguires that a potential test be taken on wells
that are connected and from which gas is being marketed., As I

mentioned before, I think that in order to establish that a well

32500

is a gas well and that the acreage dedicated to it on its initial

FARMINOGTON, N, M,
£

PHON

projection should continve to be dedicated to the well, then we
have to know that the well is a gas well,

There's no provision in Rule 401 at the present time
for testing qr establishing that a gas well is a gas well until
it's connected, So, I think in order to determine that a well is
a gas well prior to connection, we need some sort of a test on

the well,

MR. PORTER: 1In other words, to determine how much

SANTA FE, N. M
PHONE 983.3971

acreage could be dedicated to it?

A This is correct.

GOVERNOR CAMPBELL: Where the next well might be Adrilled?
A That's right. We know for a fact that pipelines don't

go to a well and connect a well and set a meter loop without

knowing something about the capability of this well to produvce.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

These tests are being taken even before the wells are complete

ALBUQUERQUE, N, M
PHONE 243.6691

or connected. There's scme sort of a test being taken on it.
GOVERNOR CAMPBELL: Have we actually had experience with

situations where this created a problem--

A No.
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- GOVERNOR CAMPBELL: =-- or are we just anticipating it?

A I'm anticipating a problem.

s | MR. CAMPBELL: We have had a lot of wells drilled; they've

Len

L

E
Az

eventually been tied to gas connections where we haven't had any

problem of this kind.

FARMINGTON, N, M,
PHONET 32%.1132

A The tests have been taken, but we didn't know about them
maybe. This would require that a test be taken and filed with
the Commission. If the well is connected the normal back pressure

test that's required could be taken. If the well is not

——

connected I propose that we go to the Interstate 0il Compact
Manual for back pressure testing of gas wells.,
I have Exhibit 4 and alsc Exhibit 5.

0] (By Mr, bDurrett) Would you identify Exhibit 4, what is

SANTA FE, N. M.
FHONE 983.3971

it entitled?
A Exhibit 4 is entitled "Non-Stabilized Multipoint Tests".

Exhibit 5 is entitled "One-Point Potential Test". Now, the pro-

posed rule as I've prepared it here says that these tests which
are taken of gas wells which are not connected, would be taken

within 30 days following the installation of a wellhead, and that

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M,

well would be taken in accordance with the "Procedure for Testing

PHONE 243.6691

Unconnected Gas Wells™ contain in Supplement 1 to the New Mexico
0il Conservation Commission Manual for back pressure tests for

- natural gas wells.

Now, Supplement 1 to this manual does not exist now, but




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

FARMINGTON, N, M,

BANTA FE, N. M,

PHONE 325.1182

PHONE 983.3971

PHONE 243.6691

PAGE 29

I'm proposing that Supplement 1 be pr;pared, and that it contain
sone tests for uuconnected gas wells. The Interstate 0il Compact
in devising it's manual fo- back pressure testing of wells pre-
pared a section entitled: Non-Stabilized Multipoint Tests, which
is copied and offered as Exhibit 4 in this case, and I will read
the first part of the first paragraph: "When well stabilizafion
is impractical to obtain or when gas must be flared during the
test~-", You need some sort of a test, so the test follows, The
first test contained in the compact: Non-stabilized multipoint tes
section is a Constant Time Multipoint Test. The second one which
is shown on Page I1I-8 of that exhibit is the Isochronal Multi-
point Test. Both of these tests will give a relative'idea of
the capability of the well to produce. It's not necessary to pro-
duce the wells for a jreater period of time; because you are not
after a stabilized rate of flow, 8o it's possible to take these
tests in just a few hours and establish them as gas wells.

I recommend that these tests be considered for the supple-
ment to the manual for back pressure tests,

The othér test.which is on Exhibit 5 is the One-~Point
Back Pressure Pctential Test., This is the test that is used in
the San Juan Basin where the slope of the test has been establishe
by no knowledge of the Basin and a one-point test is adequate for
getting a relative idea of the capability of the well.

S, I believe that as minimum tests in this supplement to

®
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the back pressure testing manual that the Constant Time Multi-
[l; . point Test, the Isochronal Test be pressursd, and that the One-Poi

Back Pressure Test be con&idered to the San Juan Basin, for the

e

supplement,

Q Am I correct that your reason for proposing these amend-

PHOMNE 325.1:

ments to the rules is to provide a means by which wells could be

FARMINGTON, N, ™,

tested to determine the amount of acreage that would be dedicated

to them upon completion?

A Yes, sir.
Q Are you of the opinion that adoption of your proposed

Rule 301 and 401, at least the substantive provisions of those
5

DEARNLEY-MEIER REPORTING SERVICE, Inc.

zé rules would be to enable the 0il Conservation Commission to more
. ;% efficiently and effectively administer the laws of the State of

# I

i} New Mexico, pertaining to the conservation of oil and gas, the
prevention of waste and the protectién of correlative rights?
A Yes, 1 beliéve that., |

- Q Do you have anything further to present to the Commission
v at this time?
: i F: No, sir,

Z3
. gg MR. DURRETT: I would move the introduction of Exhibits
~ §§ 1 through 5 in this case and that concludes our case on direct.

— MR, PCRTERt Number 1 being the proposed rule--

MR, DURRETT: Yes., Number 1 being the proposed rule.

For the purpose of my motion, Mr, Nutter, let me ask you one

| additional question. Number 1 of your proposed rules, is that

’ )
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- correct?
A That's correct,

Q (By Mr, Durrett) And that isn't in the form of a docket

Sy

but is the language as contained therein, substantially the langu-

age that was prepared by you, or underxr your direction?

FARMINGTOMN, N, M,
PHONE 325!

A Yes.

Q Were Exhibits 2, 3, 4 and 5 prepared under your super-
vision?

A Exhibits 2 and 3 were, Exhibits 4 and 5 were reproductions
of existing literature. As I mentioned, Exhibit 4 is a repro-
duction of the non-stabilized multipoint test procedures contained

in the Interstate Manual for back pressure testing of wells, The

SANTA FE, N. M,
PHONE 982.397)

Exhibit 5 is the one-point back pressure test which is contained

in Chapter 3 of Order R-333-F issued by the Commission,

Q You did extract theSe Exhibits 4 and 5 from the various
documents you have referred to and prepared them in the form of
an exhibit?

A Correct.,

MR, DURRETT: I would now MMove the introduction of Exhibitls

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALABUQUERGUE, N, M,

1 through 5.

PHONE 243.6691

MR, PORTER: Without objection the exhibits will be admittled.

{(Whereupon, Exhibits 1 through 5 weJe
admitted in evidence.)

MR, PORTER: Does anyone have a question of Mr. Nutter?

*

l Mr. Utz,
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]

CROSS EXAMINATION
BY MR, UTZ:

Q Referring to top of Page 2, Section B, Roman Numeral II-A
where you state that the well should be located 66( from the outen
boundary of a unit on either 160 or 320-acre tracts, is it vyour
recollection that on quite a number of our recent 320-acre spacindg
_cases, that we have reguired the well to be located 990 feet from
the outer boundaries?

A Yes, this is still the situation where you are not sure
what you are going to get., Now, the one that you are referring
to is a wildcat well, In other words, you are forcing, if you go
to 990 here you are forcing a wildcat well to a.330 foot location
because 990 has about a 330 in an opposite direction. So you force
that well on a 330 foot location,

O0f course, it's optional that an oii well can be drilled
on a 330, -but it would be impossible to get a 660 foot oil well
if we went to 990 on a projected wildcat and it turned out to be
an oil well,

This way while the gas well could be 660 from the outer
boundary an o0il well would be right in the center of the tract if
it developed that the wildcat was an oil well,

Q That wouldn't be too serious for a well to establicsh wheter

it’'s an o0il or gas pool, would it?

A Well, we recognize that there are going to be mistakes
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in projection of these wells. Some of the projected wildcats
that they think are going to be oil wells are going to be gas
wells, and vice-versa, I'm sure.

Q Do you think it would be in line with recent policy to
allow them to develop a wildcat pool or several wells before a
pool has special pool rules on a 660 location when we already havg
several; in which case if the pool is established to a certain
extent we can't go to a 990?

A Presumably, Elvis, we wouldn't be going to pool rules on
the adoption of them except for spacing, unless they went for 640,
Now, 990, or as I stated to Governor Campbell, 1980, 660 is
better; the 660 is a minimum distance as far as the well should
be located, it might ought to be located farther in,

Q Strictly in the case of a 320-acre tract?

A That's true.

Q Under Section D =-

A Section what?

Q D, Roman Numeral I, is it your contention there not to
require a test on wells that you drill on 40 acres?

A That's right.

Q So we may have a well or no well at all?

A That's right.

Q Under your 401 you recommend, I believe, a constant time

test or an isochronal test?
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A That's correct.

Q And these-rules as they are written in rhe back pressure
manual, would have to be revised somewhat to fit our situation?

A 1 don't know exactly what extent of revision would be
necessarys 1 see one right here now, °on Exhibit 4, in the end
\ of that paragraph, it says: "unless determination is made in
conjunction with the (state Regulatory Body) " certainly the
change has to be made there and put the word "New Mexico 0il
Conservation Commission“.

Q Most of the change would be in woxdind and not sO much
pr0cedure?

A 1 think maybe wording changes., but I believe that this pr9a-
cedure, You could correct me if I'm wrondr that this procedure
was considered by quite & numbexr of reputable gas engineers and
quite 2 number of committees. or commitiee meetings pefore it was
adopted; and I think the procedure was probably established as a
pretty good procedure, wasn't it?

Q 1 would agree with you. The procedure is a very good Pro
cedure and would f£it in this case. you are not recommending the
statewide point. however?

A 1t mights 1'd hate to go on record as recommending that
the weil pe flowed until a stabilization is obtained, pecause in
some cases it might take a long time, and I'd‘hate to go ©on
record as requiring an unconnected gas well to be flowed in every

tabilizati9E:_,_,#__,__~_,_____ﬂ____ﬂ_______ﬂ__‘___*_
=y

»
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Q The reason you are not recommending it is because of
the waste of gas?

A The waste of gas., As I mentioned, these would be minimum
tests. I think that more axtensive tests in certain cases would
justified., I think perhaps =--

Q On special permission?

A On special permission.

Q Would it be your recommendation to limit these constant
time points to possibly one hour?

A I believe so, A maximum of one hour ought to be imposed
unless special exception is obtained.

Q In guite a number of cases the-one hour will actually be
a stabilized back pressure test, will it not?

A It will in lots of reservoirs.

Q Do you know if the situation as it is now, even thocugh
we don't require a test before pipeline connection, that in some
cases there is extensive testing, flaring of gas is taking place?

A Yes.,

Q This will prevent some flaring of gas on the taking of
tests?

A I thin.. if it is specified that more extensive tests can
not be taken without special permission that it will eliminate a
lot of special testing of unvented wells. We know as a matter of

fact that in an area that is considerable distance from a pipeling

w
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that considerable testing is necessary before any pipeline can
go into the arez and spend a lot of money just to lay the trunk-

line in there.

Q They're not going to build a five million dollar pipeline
on a three hour test,

A Yes. But, in numerous cases I think some of the wells
are over tested before being connected, and this may eliminate
then,

0 After a little history of one~hour tests you will pretty
well determine what you have got with a one~hour test?

A That's the reason the procedure as contained on Exhibit 5
for the San Juan Basin, that's a simple test but there is considerx
able history and knowledge of the area, the slopes have already
been obtained and the one-point test is adequate to get an idea
of the well's capability.

Q Would it be your recommendation that we use the constant
time rather than the isochronal test which is more consuming?

A I think it ought to be up to the option of the operator,
I think that the supplement to the back pressure testing manual
should contain the isochronal as well as the constant time test,
Maybe the history will show in Southeast New Mexico that one is
better than the other. I think the supplement could contain both

Q It's your opinion that the isochronal test would result

in only possibly a little more accuracy to the slope of the well?

g,

gl
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- A I don't know if I am qualified to judge one test over the

other.,
0] The difference is the shut-in, the stabilized shut-in time
between points, is it not?

A That's correct, that's the only difference hetween the two

FARMINGTON, N, ™
PHONE 325.1'82

test.,

MR, UTZ: That's all I have,

MR, PORTER: The Commission will recess the hearing until
2:00 o'clock.

(Whereupon, the hearing was recessed until 2:00 P, M,)

AFTERNOON SESSION

{Whereupon, the hearing was continued at 2:00 P. M.)

MR, PORTER: The hearing will come to order, please.

SANTYA FE, N. M
PHONE 983.3971

Does anyone else have a gquestion of Mr. Nutter? If there are np
further guestions the witness may be excused. Mr. Arnold has a

guestion?

MR, ARNOLD: <Can I ask one question?

BY MR, ARNOLD:

0 Mr. Nutter,.in several places here you talk about develop-

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M,

ment wells in these paragraphs, but you didn't mean that these

PHONE 243.669!

rules were going to override special vool rules in pools which
have rules which don't parallel these rules, did you?

. A Oh, no, I don't think I would recommend that.

0 One place I was asking about in this particular paragraph
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"D" on Page 4, it says: "It shall be the responsibility of the
; — operator of any wildcat gas well or development gas well.."

tﬁ : ‘ Several of the operators were asking whether this paragraph
would refer to Basin-Dakota wells, or whether you intended it

that way.

i
FARMINGTON, N, M
PHONE 325.1182

A In what respect. I believe this rule would effect any
gas well in any pool where the pool rule was silent on a subject.
However, if the pool fule specifically mentions the subject,
then the pool rule will Supercedé: the statewide rule.

Q The Basin-Dakota gas. testing is:coverad by Rule 333-F.

A That is correct.

0 Which doesn't have anything to do with gas-oil ratio,

BANTA FE, N, M.
PHONE 983-3971

A Well, 333~F applies to all prorated gas pools in the San
Juan Basin, as I recall testing procedure for prorated gas wells

up there.

Q Would you take the position that the Basin-Dakota would

be exempt?

A I would take the pool rules however they apply, would take

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

precedent over these statewide rules., In an area where the pool

rules are silent, then I think the statewide rules would apply.

PHONE 243.669"

MR. ARNOLD: That's all,
MR, PORTER: Does anyone else have a question of Mr,

Nutter? The witness may be excused.

{Witness excused.)

®
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- MR, PORTER: Does anyone have anything further to offer
in this case? I believe it was indicated there would be no
further testimony, but does anyone have a statement?

MR, HUNKER: Yes, sir, I do.

MR, PORTER: Mr, Hunker,

FARMINGTON, N, M
PHONE 325.1182

MR. HUNKER: I presume that this is where you would like
for me to sit,

MR. PORTER: That's fine,

MR, HUNKER: My name is George H. Hunker, Junior, I'm an
attorney from Roswell, New Mexico, and I represent the Monsanto
Company, formerly the Monsanto Chemical Company. I would like to

explain that company's position from a practical standpoint, and

point out to the Commission that in representing this company

BANTA FE, N. M,
PHONE 983.397})

I brought to the Commission's at¢tention the fact that we had no

statewide rule with respect to wildcat gas wells.
Monsanto had an opportunity to take a farm-out on a tract
in Western Eddy County. This tract was more than a mile from

any defined pool, and more than a mile from any well, We needed

to communitize a tract of either 160 acres or 320 acres, or 640

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M.

acres tc form a proper spacing unit in order to save about five

PHONE 243.669%

or six Federal leases that were expiring.
We talked to the United States Geclogical Survey, and
learned much to our surprise that thexre was no statewide rule

for a wildcat gas welly and that the United States Geological
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Survey would not approve any kind of a communitization, 160 acres

- or 320 acres unless there was a field rule that would give them
authority under thc United States Mineral Leasing Act to communi-
tize .

I have listened with interest to the testimony of Mr,

FARMINGTON, N, M
PHONE 323-1182

Nutter, and I agree wholeheartedly in the proposals that have
been made., The comments that I have had from the companies in
Roswell have all been favorable. It came as a surprise to me to
know that the Commission had suggested, or the staff of the
Commission had suggested that for Pennsylvanian wells or deeper
that 320 acres be the established rule, 2ll that we were concerne

with at the time we originally talked to the staff was for a

BANTA FE, N, M.
PHONE 983-3971

statewide l60-acre rule in order that we could communitize a
l60=~acre tract, drill one gas well without having to drill two on
the same l60-acre tract,

I would like to point out, that over the last several
years, under a ruliné by the solicitor of the Department of the
Interior, partial assignments of Federal leases have been per-

mitted, and these partial assignments have served to extend the

DEARNLEY-MEIER REPORTING SERVICE, Inc.

terms of both the assigned portion nof the lease and the retained

ALBUQUERQUE, M. M
PHONE 243.6691

portion of the lease. This is meant that operators have made
the partial assignments to get a two~-year extension of their lease

that they come up to the end of the two-year term and something

has got to be done to get the two parts of the lease back together

@
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again. Communitization is about the only way that it can be
accomplished.

Most of the wells in the area of West Eddy County are in
defined pools, but as far as there being any field rules establisH
for those pools, I think that Mr, Nutter will agree with me that
they are isolated wells and in most instances there are no field
rules, There was no rule at the time the well was drilled that
you could dedicate 160 acres to the well; or 320 acres to the
well, or 640 acres to the well, The wells were merely drilled and
aftar they were completed as gas wélls, of course, the state-
wide rule with regard to l60-acre spacing for a gas well in a fiel]
would apply.

I have no further comment to make other than to urge the
Commission to take this matter under consideration at an early
date. We hope that my client can get busy and drill a Morrow gas
well before the énd of the month of May.

GOVERNOR CAMfBELL: We share your hope.

MR, HUNKER: Thank you,

GOVERNOR CAMPBELL: Mr, Hunker, do you have any cbjection
to the 320-acres for Pennsylvanian, or were you just making a
comment as to it?

MR, HUNKER: I was merely making a comment with respect
to that. I Lhave no objection whatsoever. I think the rules as

drafted would permit any operator to come in and ask the Commissio

®
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for a field rule with respect to a particular area and get 640-
acre spacing if they felt it was justified economically and under
all of the factors that were involved,

MR. PORTER: Mr. Hunker, did I understand you to say, or

did I understand your situation to be this: As far as your client

FARMINGTON, N, M
PHONE J25-1182

was concerned, that it would take affirmative action by the Commis
sion approving this rule prior to the end of May --

MR, HUNKER: -That is correct,

MR, PORTER: =~- in order that he would drill this parti-
cular well?

MR, HUNKER: In order to drill this particular well, ves,

sir. He wants to drill a Morrow test well and it must be drilling

BANTA FE, N. M.
PHONE 883-3971

at the end of May, and our communitization agreement must be

approved before the end of May in order to save the locations

that are in the unit to be pooled.
MR. PORTER: Thank you.
MR, HUNKER: That's the practical approach to the problen.
MR, PORTER: Thank vou. Does anyone else have a statement

Mr. Kellahin?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M.

MR. KELLAHIN: If the Commission please, Jason Kellahin of

PHONE 243.6691

Kellahin and Fox, Santa Fe, representing Amerada Petroleum Corpora

tion, Amerada Petroleum Corporation is generally in favor or the

- proposals that have been made by Mr. Nutter in Case 3044. We do

have in connection therewith a few comments, and they should be

¥
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taken as comments and suggestions, and certainly not as criticism
of the proposed rules,

Initially on Page 2 of the Proposed Rules, Rule 104-3B,
Paragraph 2 (a), relative to the spacing of wildcat gas wells in
San Juan, Rio Arriba and Sandoval Counties, Amerada feels that
perhaps the well locations should coincide with those for Scuth-~
castern New Mexico, and for oil wells in Northwestern New Mexico,
at 660 feet from the outer boundary of the tract and 330 feet from
any gquarter-guarter section or subdivision inner boundary. I think
that this would coincide with the comments that Mr, Nutter made
in response to the questions by Mr, Utz as to the reason for such
well locations.,

As it is in the proposed rule, if you projected a gas
well in San Juan, Rlo Arriba or Sandoval County aand did locate it
at the 130 foot location, for example, then encountered oil and
made either an oil well or a dual completion, you would have to
come back in for an exceotion. We see no reason on a wildcat well
for a difference-in those locations. It should be 660 feet and
330 as in the other pools.

In addition, we find, and I believe this is probably an
oversight, the way we read the order there is no provision in the
rules setting forth the acreage requirements for development
wells outside of the designated counties, In other words, if you

are outside of Lea, Chaves, Eddy, Roosevelt, San Juan, Rio Arriba

®
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- and Sandoval Counties, the rule makes no provision for the
requirement on Development wells, although you have a statewide
rule for development wells on oil,

In connection with the discussion that has been presented

here this problem of well spacing has come up, and while we realizE

FARMINGTON, N, M
PHONE 325.1182

that this isn't a proper matter toc be considered under the scope
of the advertising of this case, Amerada would suggest that the
Commission at some future date, give serious consideration to
adopting a provision similar to that in effect in North bakota,
which was also recently adopted in Wyoming-and which I think

a similar provision is contained in the State of Oklahoma.

The North Daksota rule which we recommend for considera-

SANTA FE, N. M,
PHONE §83.3971

tion provides that, and I'll quote directly from the rule: "With-
in 15 days after the discovery of oil or gas in a pool not then
covered by an order of the Commission, the hearing shall be held
and the Commission shall issue an order, prescribing a temporary
spacing pattern for the development of the pool.

This order shall continue in force for a period of no more

than 18 months; at the expiration of which time a hearing shall

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, W,

be; held. The Commission shall require the application of, to

PHONE 243.6691

determine the proper spacing for the pool, during the interim
period and no permit shall be issued for the drilling of a direct

- offset to the discovery well”,

I think that the adoption of such a provision would at
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of wells as was stated on a wagon-wheel pattern, or along the
lines clustering around the initial discovery well.

We recommend the Commission give some consideration to
this, Thank you.

MR, PORTER: Mr., Woodruff, would you like to come up and
take the chair?

MR, WOODRUFF: All right, I have a number of comments in
my discussion., I think it would be wise, I might say that my
company approached this hearing thinking that a continuation
which would permit the Commission's staff and the industry to give
further consideration to what is  being recommended could result
in the preparaticn of more understandable and workable rules.

Earlier in discussions it became apparent that it was
desired to expedite this hearing, and it was my thinking, parti~
cularly after hearing Mr. Nutter testify, that he was recomnending
the intent rather than the wordinjy of this rule, that it would be
well for a short period to be given after this hearing was over,
so that recommended wording could be presented to the Commission.
However, after hearing Mr. Hunker's statement I assume that it
would be the Commission's desire for us to go ahead with recommend!
ations that we.might see desirable at this time, even though some
that I have are more changes in wording rather than in major sub-

stance,

Is it the Commission's desire that I go ahead and complete
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MR. PORTER: Yes, sir, you might go ahead and give us the
benefit of what you have in the way of comment or suggestion,

MR, WOODRUFF: The same question entered our mind as had

entered Mr. Arnold's, I assume; in his question to Mr, Nutter

FARMINGTON, N, M,
PHONE 32%5-1182

about providing that these rules not conflict with existing rules,
We think that it certainly can be clearer than the rules as now
set out, The fields with existing rules providing for testing
will prevail.

I would suggest in Rule 104-A - Classification of Wells,

that Raragraph 1 and Paragraph 2 be headed: Wildcat Wells, and

Development Wells, since these two paragraphs pertain specifically

BANTA FE, N. M.
PHIONE 983-3971

to those, and will aid in picking up from the rules the portion

applicable,

In the second paragraph pertaining to development wells,
we would suggest that the first two lines be rephrased as follows:
"Any well which is to be drilled within a defined cil or gas pool,
or less than one mile from the outer boundarv of such a pool which

has produced oil--", and continue.on. We believe that i{n’speaking

DEARNLEY-MEIER REPORTING SERVICE, Inc.

in favor 'of what I propose, we believe that it will give a clearer

ALBUQUERQUE, N, M
PHONE 243.669)

definition of what:you mean by a development well,

Also, on Page 1 of the Proposed Rules, under B-I(a), per-

- taining to wildcat gas wells, we would recommend some rewording

as follows: "In Lea, Chaves , Eddy and Roosevelt Counties, a well

‘ P
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shall be defined as a wildcat gas well in accordance with Section
A above, when it is projected as a gas well to a formation and in
an area which in the opinion of the engineer or supervisor
approving the application to drill, may reasonably be presumed

productive of gas rather than oil.”

™

There is a similar definition of a wildcat gas well on Pag
2, Roman Numeral II pertaining to the San Juan Basin, which we
would recommend be phrased in the same manner.

Onn Page 2, Subsection (b) of Roman Numeral I, at the top
of the page, pertaining to wildcat 0il wells, we would recommend
the following wording: "In Lea Chaves, Eddy and Roosevelt Countigs
a well shall be defined as a wildcat o0il well in accordance
with Section A above, when it is not a wildcat gas well, as de-~
fined above."

The same type of definition of a wildcat oil well we
would recommend for use when defining wildcat oil wells in San
Juan, Rio Arriba and Sandoval Counties, in Subsection (b), Sub-
section II at the bottom of Page 2.

it is our belief that the recommendation for 320-acre
spacing for wildcat wells recommended in areas other than the
San Juan Basin coul& be and should be applicable to the San Juan
Basin area also.

We would recommend that a provision be made for wildcat

wells in the San Juan Basin permitting, or requiring the obtaining

®
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of 320 acres before approving a wildcat well drilled to Pennsyl+-
vanian or below.

On Page 4, Section D, Roman Numeral I, Well Tests and
Classification, Mr. Nutter has recommended a change in the first
paragraph or has indicated that he thought that it might well not
be necessary to continue the requirement for determining the gas-
0il ratio and the liguid gravity for a well. We would agree that
this should not be presented in this rule. In fact, it's our be-
lief that Section D I should be replaced by a more general rule
which gives more discretion to the Commission and to the operator
of the well in determining w: at nature of tests need be taken for
2 wildcat well,

We do know at this time that there are a variety of tests
that are recommended both by the Commission staff and desired by
the operators when wells are completed, which do not conform with
that which is recommended in this rule. We would recommend the
following rule reading as fo .lows. I will say again, this would
replace Section D, Roman Numeral I - Well Tests and Classification
"It shall be the responsibility of an operator desiring to assign
more than 40 acres to a gas well to take such tests as the
Commission may require tc substantiate the well's classification
as a gas well,”

With the rule mentioned, it is believed that it will not

be necessary to amend Rule 401 as proposed, since those test pro-

®
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— cedures which would be set out in the amendment to thc rule would
be available to the operator and to the Commission upon a deter-
mination that it would be appropriate.

MR. PORTER: In other words, by giving mecre discretion

under Section D, you would eliminate 401?

FARMINGTON, N, M
PHONE 325.1182

MR, WOODRUFF: That is correct. On Page 5 of Mr, Nutter's
Exhibit 1 pertaining to Proposed Amendment Rule 301, we recommend
that at the end of the second line where it refers to each well,
that it provide each oil well so that it will be clearly understoo
that this does not pertain to a gas well, B

I might say in conclusion that we think the overall intent

of the rule proposed is very commendable, and we recommend the

adoption of a rule which will accomplish the proposed intent.

: SANTA FE, N. M.
PHONE 983.3971

Thank you.

MR, PORTER: Thank you, Mr, Woodruff. Mr., Eaton, did you
have a statement?

MR. EATON: ©No, sir, I don't believe so. Our company sent

you a letter that outlined it's position, and I have nothing more

to aad .

N, ™,

ALBUQUEROUE,
PHONE 243.6691

DEARNLEY-MEIER REPORTING SERVICE, Inc.

MR, PORTER: Yes, sir., I think I got the meaning. It
seems you are opposed to everything except the 320-acre spacing
and . that you would like that o go to 640.

MR, EATON: Yes, sir.

MR. PORTER: That reminds me from a letter we got, We got

a reply in a few days, it said: "I hereby resign everything from

®
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this well except the royalty payment." Any other comments on the

MR. DURRETT: If the Commission please.

MR, PORTER: Mr, Durrett?

MR., DURRETT: I would like to state for the record that
we have received several communications from operators concern-
ing the case before the Commission. I don't propose to read these
in their entirety but I would summarize briefly unless the
Commission desires to hcar any one in full,

We have a letter from Pan American Petroleum Corporation
which states substantially what you just stated. We have also
received a letter from the Atlantic Refining Company stating that
they support most of the rule amendments. They state that they
recommend that location of development gas wells not be permitted
in the corner locations of the proration units under statewide
rules if they are to be assigning 320-acre proration units,

We have received a telegram from Western Union sent by
Humble 0il and Refining Company which reads in rart as follows:
"Humble 0Oil and Refining Company urges that the Commissio: adopt -
the proposed amendments for wider spacing of wildcat~gas wells™,
and there's also Another pertinent provision which reads" further,
that the Commission is to be commended on these proposed amendments
which is another example of your progressive attitude and action,"

We also received a letter from Continental 0il Company

®
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UL - 2), Q=& (13(:“ - P s ds roomeally fou < g : T
botioti-hole absoluie open

eguation, {IiIf - 1), Q= C

pressurce of all wells 1o«

: v
condition the wellhcad absolute open flow is accapiitic i
botfem-nele absolute o .
(2} Shaut-in Preesure
L

{3} Boattom-hole Caleulniicn.

.
below the

{»} Under 211 shut-in con

stalic colurmn wellhead prossures can 2o
nress shzll be calevlated s shown 3

{c}) When cnly the flowing wel

bottorm-hole pressures shall Le caleulated oo shown ia Yest Exmmaple
30
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the static wellhead pressure (P, ) cannot be lowered due to existing
produc1ng conditions.

Any test prescribed herein will be considered unacceptable
if the average flow rate for the final 7-day deliverability test
is more than ten percent in excess ¢f any consecutive 7-day average
of the preceding two weeks. A deliverability test not meeting this
reguirement shall be invalid and the well shall be re-tested.

All charts relative to initial or annual deliverability
tests or photostats thereof shall be made available to the Com-
mission upon its request.

All testing agencies, whethex individuals, companies,
pipeline companies, or operators, shall maintain a lcg of all
tests accomplished by them, including all field test data.

All forms heretofore mentioned are hereby adopted for use
in the San Juan Basin Area in open form subject te such modifica-~
tion as experierice may indicate desirable or necessary.

Initial and Annual Deliverability and Shut-In Pressure
Tests foxr gas wells in all formations shall be conducted and
reported in accordance with these rules and procedures. rovided
however, these rules shall be subject to any specific modification
or-change contained in Special Pool Rules adopted for any pool
#£ter notice and hearing.

CHAPTER III INFORMATIONAL TESTS

A. A ore-point back pressure test may be taken on newly
complieted wells before their connection or reconnection
to a gas transportation facility. This test shall not be a
required official test but may bs taken for informational
purposes at the option of the operatocr. When taken, tihis
test must be taken and reported as prescribed below:

ONE-POINT BACK PRESSURE POTENTIAT, TEST PRCCETZURE

1. This test shall be accomplished after a minimum
shut-in of seven days. The shut-in pressurzs shall
be measured with a deadweight gauge.

2. The flow rate shall be measured by flowing the well
three hours through a rositive choke, which has a
3/4-inch orifice.

3. A 2-inch nipple which provides a mechanical means
of accurately measuring the pressure and tempesrature
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of the flowing gas shall bz installed irmediately
upstream from the positive choke.

e 4. The absolute opan flow shall be calculated using
- v the conventional back pressure forrula as shown
: in the New Mexico 0il Conservation Commission
; "Back Pressure Test Manual."

5. The obsexrved data and flcow calculations shall be
reported in duplicate on Form C-122, "lMulti-pPoint
| Back Pressure Test for Gas Wells."

Non-critical flow shall be considered to exist
when the choke pressure is 13 psig or less,
VWWnen this condition exists the fiow rate shall
be measured with a pitot tube and nipple as
specified in the Commission's Manual

of "Tfuables
and Procedure for Pitot Tests."”

: The pitot test

- % nipple shall be installed immediately downstream
: from the 3/4-inch positive choke.
§
§ 7. Any well completed with 2-inch nominal size tubing
g (1L.995-inch ID) or larger shall be tested through
3 the tubing.
%
i B.

Other tests for informational purposes may ke conducted

4 prior to obtaining a pipeline connection for a newly completed

5 well upon receiving specific approval therefor from the Ccommis-

§ sion's Aztec office. Approval of these tests shall be based

z primarily upon the volume of gas to be vented.

1

% (2) That jurisdiction of tnis cause is retained for the

E entry of such further orders as the Comapission may deem necessary.
% . DONE at Santa Fe, New Mexico, on the day and yvear herein-

i above designated.

5 STATE OF NEW MEXICO

4 O1IL CONSERVATION COMIMISSION

z

% EDWIN L. HMECHEM, Chairman

b

i

¢ E. S. VALKER, Member

4 .

i SEAL A. L. PORTER, Jr., Hember & Secretary
£ ‘esx/

; )




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

AT | CASE No. 3044
- 4 Oxder No. R-2707

. . i

= | IN THE MATTER OF THE HEARING CALLED
' BY THE OIL CONSERVATION COMMISSION ,
lON ITS OWK MOTION TO CONSIDER THE ;
| AMENDMENT OF CERTAIN RULES. ;

g
i

}

ORDER OF THE COMMISSION

1
{

iBY THE COMMISSION: :

|
3 : This cause came on for hearing at 9 o'clcock a.m. on May 13,

i
|
2
1964, at Santa Fe, New Mexico, bafcre tha 0il Conservation Com- i
mission of New Mexico, hereinafter referrxed to as the 'Commission.r
!

NOW, on this 25th day of May, 1964, the Commission, a
quorum being present, having considered the testimony presented
and the exhibits received at said hearing, and baing fully advised
in the premises,

i
[
1
!

FINDS:

(1) That due public notice having been given as required by
ilaw, the Commission has jurisdiction of this cause and the subject!
3 matter thereof. ;

(2) That in Lea, Chaves, Eddy, and Rcosevelt Counties, New
Mexico, a gas well completed in a formation no deeper than the
top of the Pennsylvanian formaticn will efficiently and economi-
cally drain and develop a l60-acre tract.

{(3) "That in Lea, Chaves, Eddy, and Roosevelt Counties, New
Mexico, a gas well completed in the Pennsylvanian formation or a
deeper formation will efficiently and economically drain and
\develop a 320-acre tract.

{(4) That Rule 104 of the Commission Rules and Regulations
should be amended to permit the dedication of 160 acres to a gas
'well in Lea, Chaves, Eddy, and Rocsevelt Counties, New Mexico,
iprojected to or completed in a formation no deeper than the top
bf the Pennsylvanian formation.

E (5) That Rule 104 of the Commission Rules and Regulations
lrhould also he amended to permit the dedication of 320 acres to

!
lI

i
g

[N
[
it
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i

ﬁa gas well in Lea, Chaves, Eddy, and Roosevelt Counties, New
;Mexico, projected to or completed in the Pennsylvanian formation
or a deeper formation.

i

E {6) That Rule 104 of the Commission Rules and Regulations |
'ishould also be amended to establish a testing procedure to deter-~
mine whether a well in Lea, Chaves, Eddy, and Roosavelt Counties
should properly be classified as a gas well upon completion.

ﬂ (7) That amendment of Rule 104 as set out above will pre-

''vent the economic loss caused by the drilling of unnecessary wells,
will avoid the augmentation of risks arising from the drilling ofI
Lan excessive number of wells, will prevent reduced recovery which
dmxght result from the drilling of too few wells, and will other~
.wise prevent waste and protect correlative rights.

i

li
i (8) That Rule 301 of the Commission Rules and Regulations |

rahould be amended to require a gas-oil ratio test to be taken i
?within 20 to 30 days following completion or rxrecompletion of an |
loil well and to be filed with the Commission within 10 days

it following completion of the test.

(3) That Rule 401 of the Commission Rules and Regulations !
should be amended to regquire gas wells which are not connected :
to a gas gathering facility to be tested within 30 days following
the installation of a christmas tree and to require the test to .
ibe filed with the Commission within 10 days following completion |
lof the test.

i
!

}

|
(10) That amendment of Rules 301 and 401 as set out above |
iwill enable the Oil Conservation Commission to more efficiently !
and effectively administer the laws of the State of New Mexico {
concerning the conservation of oil and gas, the prevention of i
.waste, and the protection of correlative rights. i

IT IS THEREFORE ORDERED:

| (1) That Rule 104 of the Commission Statewide Rules and ;
Regulatlons is hereby amended to read in its entirety as follows: |
i

RULB 104. WELL SPACING: ACRE!GE REQUIREMENTS FOR DRILLING TRACT&

i A, CLASSIFICATION OF WELLS: WILDCAT WELLE AND DEVBLOPHBNi
b WELLS :

Y f
i |

1 Any well which is to be drilled a distance of one mile
‘or more from (1) the outer boundary of any defined pool which has=

i
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" produced oil or gas from the formation to which the well is
projected, and (2) any other well which has prcduced cil or gas

Il from the formation to which the proposed well is projected, shall’
'be classified as a wildcat well, |

|
|
|

itract consisting of 160 surface contiguous acres, more or less,
jsubstantially in the form of a square which is a quarter section,
ibeing = leqgal subdivision of the U. 8. Public Land Surveys, and

Any well which is not a wildcat well as defined above
ishall be classified as a development well for the nearest pool
\which has produced oil or gas from the formation to which the
,well is projected. Any such development well shall be spaced,
‘drilled, operated, and produced in accordance with the rules
and regulations in effect in such nearest pool, provided the

'well is completed in the formation to which it was projected.

Any well classified as a development well for a given §
pocl but which is completed in a producing horizon not included }
,in the vertical limits of said pool shall be operated and produced
in accordance with the rules and regulations in effect in the ,
nearest pool within one mile which is producing from that hori- |
‘zon. If there is no designated pool for said producing horizon ,
'within one mile, the well shall be re-classified as a wildcat ;
well, Ii
i

B. ACREAGE AND WBLL I.OCATION REQUIREMENTS FOR WILDCATS !

i
!

I. Lea, Chaves, Eddy, and Roosevelt Counties §

{a) Wildcat Gas Wells

In Lea, Chaves, RAdy, and Roosevelt Counties,
a wildcat well which is projected as a gas well to a formation
and in an area which, in the cpinion of the engineer or supervisnr:
approving the application to drill, may reasonably be presumed to
be productive of gas rather than oil shall be located on a drilling

|
L]
|
!
1
|
|
t

shall be located not closer than 660 feet to any outer boundary i

of such tract nor closer than 330 feet to any guarter-guarter i
’section or subdivision inner boundary. |
i

l
!

Provided however, that ar-r such wildcat gas

Lell which is projected to a formation of Pennsylvanian age or i
"older shall be located on a drilling tract consisting of 320

suxface contiguous acres, more or lesz, comprising any two con-
*tiguous quarter sections of a single governmental section, being !

Ha legal subdiviegion of the U, §. Public Land Surveys. Any such
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"deap® wildcat gas well to which is dedicated more than 160 acres
shall be located not closer than 660 feet to the nearest side
”boundary of the dedicated tract nor closer than 1980 feet to the
' nearest end boundary nor closer than 33C feet to any quarter- ;
pquarter section or subdivision inner boundary. (For the purpose |
of this rule, "side" houndary is defined as one of the outer |
i boundaries running lengthwise to the tract's greatest coverall .
‘dimension, *end" boundary is defined as one of the outer bound- |
1aries perpendicular to a side boundary and closing the tract
llacross its least overall dimension.)

t
i‘; (b} Wildcat Gil Wells [

‘ 1
f In Lea, Chaves, Eddy, and Roosevelt Counties,
;& wildcat well which is not a wildcat zas well as defired above

Il shall be located on a tract consisting of approximately 40 surface
icontiguous acres substantially in the form of a square which is a
flegal subdivision of the U, §. Public Land Surveys, or on a govern-
mental quarter~cuarter section or lot, and shall be located not !
'clo:er than 330 feet to any boundary of such tract. ?

In the event gas production is encountered in
a well which was projected as an oil well and which is located !
accordingly but does not conform to the above gas well location :
rule, it shall be necessary for the operator to bring the matter !
to a hearing before approval for the production of gas can be i
given. '

i

Ii. San Juan, Rio Arriba, and Sandoval Counties

—————e

]
L {a) Wildcat Gas Wells :
In San Juan, Rio Arriba, and Sandoval COuntled
iia wildcat wall which is projected to a gas-producing horizon shall
be located on a designated drilling tract consisting of 160 surfacp
contiguous acres, more or less, substantially in the form of a
square which is a gquarter section, being a legal subdivision of thb
U. 8. Public Land Surveys, and shall be located not closer than i
1790 feet to any outer boundary of the tract nor closer than 130 !

ifeet to any quarter-cuarter section or subdivizion innex boundary..

l
|

i

In the event oil production is encountered in :
]a well which was projected to a gas-producing horizon and which Ls{
ulocated accoréingly but does not conform to the oil well location |
Hrule below, it shall be necessary for the operator to bring the
Amatter to a hearing before approval for the production of oil can
‘be given.
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l (b) Wildcat 0il Wells f

" A wildcat well which is projected to an oil-

nprﬁduﬂivg horizon as recognised by the Cormission shall be located
hon a tract consistinyg of approximately 40 surface contiguous acres
xqubstantially in the form of a sguare which is a legal subdivision
jof the U. S. Public Land Surveys, or on a governmental quarter- |
ouarter section or lot, and shall be located not closer than ;

330 feet to any boundary of such tract.
{
|

i In the event gas production is encountered in !
a well which was projected to an cil-producing horizon and which
is located accordingly but does not conform to the above gas well
location rule, it shall be necessary for the operator to bring the
matter to a hearing before approval for the production of gas can
ilbe given. ?

|

i ITI. All counties except Lea, Chaves, BEddy, Roosevelt,
N San Juan, Rio Arriba, and Sandoval

{ Any wildcat well in any county other than Lea, i
Chaves, Eddy, Roosevelt, &an Juan, Rio Arribka, and Sandoval shall .
ibe located on a tract consisting of approximately 40 surface con- ;
itiguous acres substantially in the form of a square which is a :
legal subdivision of the U, S. Public Land Surveys, or on a ;
governmental quarter-quarter section or lot and shall be located |
not closer than 330 feet to any boundary of such tract. |

C, ACRZAGE AND WELL LOCATION REQUIREMENTS FOR DEVELOPHENT?
WELLS

Unless otherwise provided in special pool rules,
each development well for a defined oil pool shall be located on
a tract consisting of approximately 40 surface contiguous acres
substantially in the form of a square which is a legal subdivision

iiof the U, &, Public Land Surveys, or on a governmental cuarter-

quarter section or lot, and shall be located not closer than

5330 feet to any boundary of such tract novr closer than 660 fezt

to the nearest waell drilling to or capable of producing from the
.same pool. j

{
|

|
i
|
I. 0il vwWells, All Counties §
i
i
|
!

II. Gas Wells

i (a) Lea, Chaves, Eddy, and Roosevelt Counties
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b

Unless otherwise provided in special pool rules,
each development well for a defined gas poel of less than Pennsyl-
vanlan age or for a defined gas pool of Pennsylvanian age or older
which was created and defined by the Commission pricr to June 1,
1964, shall be located on a designated drilling tract consisting
of 160 surface contiguous acres, more or less, substantially in
the form of a square which is a quarter section dbeing a legal sub-

division of the U. &, Public Land Surveys, and shall be located :
lnot closer than 660 feet to any outer boundary of such tract nor |
pcloser than 330 feet to any quarter~guarter section or subdivigion
'inner bouandary nor closer than 1320 feet to the nearest well QrillL
;ing to or capable of producing from the same pool. g

;1
H

Unless otherwise provided in the special pool rules
‘eaoh development well for a defined gas pool of Pennsylvanian age !
jor older which was created and defined by the Commission after ,
June 1, 1964, shall be located on a designated érilling tract con-
sisting of 320 surface contiquous acres, more or less, comprisina:
any two contiguous quarter sections of a single governmental sec- !
tion, being a legal subdivision of the U. S. Public Land Burveys.

|

Any such well having more than 160 acres dedicated to it shall be |
located not closer than 660 feet to the nearest side roundary of
the dedicated tract nor closer than 1980 feet to the nearest end
boundary nor closer than 330 feet to any cuarter-quarter section |
ior subdivision inner boundaxy. (For the purrose ¢f this rule, 2
i"side" boundary and "end" boundary are as defined in Section f
(iB I (a) of this rule.)

H (b} San Juan, Rio Arriba, and Sandoval Counties §

i Unless ctherwise provided in aspecial pool rules,
)each development well for a defined gas pocl shall be located on ak
/designated drilling tract consisting of 160 surface contiguous acrps,
more or lesuy, substantially in the form of a square which is a ;
iquarter section, being a legal subdivigion of the U. 8. Public §
|Lané Burveys, and shall be located not closer than 790 feet to any,
outer boundary of the tract nor closer than 130 feet to any qharteF-
quarter gaction line or subdivision inner boundary.

i (c) All counties except Lea, Chaves, Eddy, Roose- |
velt, San Juan, Rio Arriba, ard Sandoval 3

Unless otherwise provided in special pool ruleg,
leach development well for a defined gas pool shall be located on a
Jdesxgnated drilling tract coneisting of 160 surface contiguous
'acres, more or less, substantially in the form of a square which
Qis a quarter section, being a legal subdivision of the U. S. Public
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'Land Surveys, and shall be located not c¢loser than 660 feet to any
fouter boundary of such tract nor closer than 330 feat to any
,quarter-quarter section ox subdivision inner boundary nor closer

‘than 1320 feet to the nearest well drilling to or capable of j
'producing from the same pool. ‘
D. ACRBAGE ASSIGNMENT, COMPLETED WELLS

K
b
|
T
(
|
i
|

I. Well Tests and Classification

|
il
|
5
gf It shall be the responsibility of the operator of
any wildcat gas well or development gas well to which more than
40 acres has been dedicated to conduct a potential test within

30 days following completion of the well and to file the same

with the Commission within 10 days follcwing completion of the
teste. (See Rule 401.)

'

Date of completion for a gas well shall be the date
christmas tree is installed or 30 days following conclusion of
Ective completion work on the well, whichever date comes first.

a
}
i
t
|
Upon making a determination that the well should :
hot properly be classified as a gaz well, the Commission will i
feduce the acreage dedicated to the well. :
b
i
]
!
%

! Failure of the operator to file the aforesaid testsé
Lithin the specified time will also subject the well to such acre-
ge r< luction.

i% II. Non-Standard Units
?

Any completed gas well which does not have the required%
ount of acreage dedicated to it for the pool or formation in I
hich it is completed may not be produced until a atandard uait for

e well has been formed and dedicated or until a non-standard uniq
8 baeen approved.

% E
i The Secretary-Director of the Commission may grant f
dministrative approval to non-standard gas units without notice
nd hearing when an application has been filed for a non-standard !
it and the unorthndox size or shape of the unit is necessitated |
y & variation in the legal subdivision of the U. 8., Public Land

rveys, or the following facts exist and the following provisions
re complied with:

(a) The non-standard unit consists of quarter-~

quarter sections or lots that are contiguous ?
by a common bordering side, f
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Je b (b} The non-stzndard uwnit lies wholly within a

T ‘ sinle governmental quarter secticn if the

o i ) .

p iy well is completed in a pool or formation for
- ﬂ which 160 acres is the standard unit size or

[ wholly within a single governmental half sec~ %
i tion if the well is completed in a pool or ;
t formation for which 320 acres is the standard |
unit size.

(c) The applicant presentg written consent in the
g Form of walvers from all offset operators and
' from all operators owning interests in the

i quarter section (for 160-acre pools or forma- |
L tions) or the half section (for 320-acre poolse :
' or formations) in which the non-standard unit
i‘ is situated and which acreage is not included
in said non-standard unit,.

{d) In lieu of paragraph (¢) of this rule, the

applicant may furnish proof of the fact that
, 2ll of the aforesaid operators were notified
i by registered or certified mail of his intent §
to form such non-standard unit. The Secrctary- :
Diractor may approve the application if no such 5
operator has entered an objection to the forma-~ |
tion of such non-standard unit within 30 &days
after the Secretary-Diractor has received the
application.

]
f E. Notice of Intention to Drill (C-~101) for any well shall
designate the exact lecgal subdivisicon ailotted to the well and no
jic=101 will be approved by the Commissgion or any of its ageuts
witrhout proper designation of acreacge.

F. The Secretary-Director of the Commiszion shall have
authority to grant an exception to the well location recuirements
of Secticng B and € above without notice and hearing where appli-
‘cation has been filed in due form and

, 1. The necessity for the unorthodox location is
| based on topographical conditions, and

2. {a) All owners of 40-acre tracts directly or
i diagonally offsetting the 40-acre tract upon

which the unorthodox location is propoged have
i ' consented in writing to the proposed location, ;
b or ;
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() Ir iiev of raraar*pﬁ 2{n) of this rule,

thae applicant may furnlsh proof of the fact

that all of caid cifset operators were notificd
by registered or certified mzil of his intent

to 8rill arn unorthodox location. The Secretaxy-
Director of *he Commission may approve the
application if no offset opexator has entered

an obljection te the unorthodox location within
20 days after the Secretary-Director has
raeceived the application.

Ghenbvet an exception is granted, the Commission may

If the drilling traci

}Laku such action as will offset any advantage which the person

Lsecurlng tha exception may obtain cver other producers by reaszon
:0f the unorthodox location.

ﬁthat the number of acres in the drilling tract bears to 40,

T
H I.
1

J.

K.

i
!
i| L.

igreater acreage for drilling tracts in any defined oil pool or in

If the drilling tract is within an allocated gas pool
jor ie subsequently placed within an allocated gas pool, and the
drilling tract consists of less than 158 acres or more than 162
acres in l60-acre pools, or less than 316 acres or more than

324 acres in 320-acre pools, the top allowable for such well shall
be decreaged or increased in the proportion that the number of
acres in the drilling tract bears to a standard unit for the pool,

In computing acreage under H and I above, minor frac-

tions of an acre shall not be counted but 1/2 acre or more shall
count as 1 acre.

The provisions of H and I above sghall apply only to

iwells completed after January 1, 1950. Nothing hexein contained
shall affect in any manner any well completed prior to the effec-
tive date of this rule and no adjustments shall he made in the
lallowable productior: for any such welle by reason of these rules.

In oxrder to prevent waste the Commission may, after
hotice and hearing, fix different spacing requiremente and require»

bny defined gas pool notwithstanding the provisions of B and C

]bbove.

o
'
1B

is within an allocated oil pool
or is placed within such allocated pool at any time after comple-
jtion of the well and the drilling tract consists of less than

132 1/2 acres oxr more than 40 1/2 acres, the top unit allowable
,for such well shall be jincreased or decreased in the proportion

1
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& M. The Comnmission way approve the pooling or communitiza-
t*ow of fractinnal lots of 20.42 acres or lass with another oil
proration urdit when:

o 1. The wpnite invoelved are contiguous;

2. They are part of the same basic lease,
carrying the same royalty interest; and

2, The ownersnip ¢f the units involved is
common.

|

Application to the Commission for pooling shall be accom-
'panied by three (3) copies of a certified plat showing the
dimensions and acreage involwved in the pooling, the ownership of
'z11 leases and rovalty interests involved, and the location of ary
proposed walls,

|
|
:
i
i
§
|

Applicant shall furnish all operators who directly and §
diagonally offset the units involved a copy of the application to
the Commigsion, and shall include with his application a written
statement that all cffset operators have been properly notified.
Offset operators chall include only those operators who have i
offset properties within the State of New Mexico. The Comsission !
shall wait at least ten days before approving any such pooling, ‘
and shall approve such pooling only in the absence of objection !
from any offset operator. 1In the event that an operator objects !
te the pooling, the Commissiocon shall consider the matter only
after proper notice and hearing.

i
f
;
i
i
)
{

The Commission may waive the ten~day waiting period requirg-
ment if the applicant furnishes the Commission with the written
consent to the pooling by all offset operators involved. |

The Commission may consider that the requirements of sub-
paragrarhs 2 and 3 of paragraph M of this rule have been fulfilled
if the applicant furnishes with sesach copy of each application to
i the Commission a copy of an executed pooling agreement Fommunltirq
ing the units involved. §

Each well drilled on any communitized tract shall be locatdd
in the approximate geographical center of the combined units with;
a tolerance of 150 feet for topographical conditions, but in any |
event shall not be located closer than 330 feet to the outer i
boundaries of the proposed proration unit or communitized tract,
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|
p {(a) E:ch operator shall take a (as-~oil vatio test no §
§‘uoner than 20 days nor later than 36 days following the caapletion
: reconpliction of each oil well, if (1) the well is & wildecat, or
i ) the 7€l ieg looated irn a pool vhich is net exempt from the
Irequiroments of this ruvle., (Wells completed within ona mile of
ithe outer boundary of a definad 0il pool producing from the sawme
Eformation shall be voverned by the yrovisions of this rle ~which
tare applicable to the ponl). The results of the test shall be
lreported to ths Commisgicr on ¥orm C-116 within 10 dayz following
icompletion of the hest. The ¢as-oil ratic thus reportesd shall
Ibecome effective for proration purposes on the first day of the
galendar month Ffollewing the date they are reported.

BEach opoerator shall also take an annual gas-oil
ratio teet of each producing o0il well, located within a pool not
exempted from the recquiremente of this rule, during a perxiod
iprescribaed by the Commission. A gas~0ll ratio survey schedule (
shall be estanlished Ly the Commiesion setting forth the period !
in which gas-0il ratlio tests are to be taken for each pool wherei d
a test ilg regquired. The vas~nil ratice test applicable shall be
such test designated by the Comaigsion, made by such method and
meansg, a&nd in such manner as the Cormission in its digcretion may !
prescribe from time to tima.

1
i
§
¥
§
i

(3) That Rule 401 of the Commission Statewide Rules and E
" Regulaticns ieg hereby amznded to read in its entirety as follows:

RULE 401, METHOD OF DETERMINING MNATURAL GAS WELL POTENTIAL i

i

%

( All operators shall conduct tests to determing the daily
Jopen flows potential volumesz of all natvral gas welils from which gas
;18 beaing used or marketed. Such tests shall be reported on forms !
{
¢
i
{

i

Eprescribea Iy the Commission within 60 dayr after: (1) the date |
fof initial connection of the well to a gas transportation facilit%
;ano {2) the date of reconnention following workover. |
} {
1 '
ﬁ To establish comparable open flow capacity, wells shalﬁ
pba tested in acoordance with the New Mexico Oil Conservation Com= |
tmission "Manual for Back~Pressure Test for Natural Gas Wells." 1In
fthe event the Commissicn approves an alternate method for testing,
. all wells producing from a common source of supply shall be tested
ﬁin a2 uniform and compzrable manuer.
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%lation of a <¢hristmas tree., Tests shall be taken in accordance
iwith the "Procedure for Testing Unconnected Gas Wells" contained
'in Supplement I to the New Mexico Oil Conservation Commission
"Manual for B.ck-Pressure Teste for Natural Gas Wells." Tests
shall b2 veported on Form C=122 in conpliance with Rule 1121 and
shall ne f£ilaed within 10 days following nompletion of the test.

(4} That Surisdiction of this cause is retaived for the
entry of such further crdevrs as the Commission may deem neces-
BAYXY .

DONE at Santa Fa, Jew Maxico, on the day and year herein-
above dagignated

STATE OF HNEW MEXICO
QLY CONSERVATION COMMISSION

ol M Souagfll

JACK M, CAMPBELL, Chairman

W

. WALKER, Hember

& x/ Crlia ,./.

A, L. PORTER, Jr., Member & Secretary

! ALl yas wells which are not connected to a gas gather*i
ing facility shall be tested within 30 days folluwinyg the instal-.




Case 3044
PROPOSED AMENDMENT RULE 104, SECTIONS A. B. C. AND D

RULE 104. WELL SPACING: ACREAGE REQUIREMENTS FOR DRILLING TRACTS

A. CLASSIFICATION OF WELLS: WILDCATS AND DEVELOPMENT WELLS

R Yoo

Any well which is to be drilled a distance of one mile or more
from another well which has produced oil or gas from the formaticn to
which the proposed well is projected or one mile or more from the outer
boundary of any defined pool which has produced oil or gas from the
formation to which the proposed well is projected, shall be classified
as a wildcat well.

Any well which 1s to be drilled less than cne mile from the
outer boundary of a cdefined o0il or gas pool which has produced oil or
gas from the formation to which the proposed well is projected shall be
classified as a development well and shall be spaced, drilled, operated
and produced 1n accordance with the regulations 1a effect in the nearest
such pool, provided the well is completed in the formation to which it was
projected. Provided further, that any well completed in a formation other
than the one to which it was originally projected shall be operated and -
produced in accordance with the rules ancd regulations in effect in the
nearest pcol within one mile which is producing from the same formation
in which the well is completecd.

If there is nc designated pool for the aforesaid formation within
"one mile, the well shall be classified as a wildcat.

B. ACREAGE REQUIREMENTS FOR WILDCATS

I. Lea, Chaves, Eddy and Rcosevelt Counties

{a) Wildcat Gas Wells

In Lea, Chaves, Eddy, and Roosevelt Counties, a wildcat
gas well shall be defined as a wildcat in accordance with Section A above
which is projected as a gas w=ll in a formation and an area which, in the
opinion of the engineer or supervisor approving the application to drill,
may reasonably be presumed to be productive of gas rather than oil.

Such wildcat gas well shall be located on a drilling tract
consisting of 160 surface contiguous acres, more or less, substantially in
the form of a square which is a quarter-section, being a legal subdivision
~of the U. S. Public Land Surveys; provided, however, if such wildcat gas

well is projected to a formation of Pennsylvanian age or older, it shall
be located on a drilling tract consisting of 320 surface contiguous acres,
more or less, comprising any two contiguous quarter sections of a single
governmental section, being a legal subdivision of the U. S. Public Land
Surveys.
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Any such wildcat gas well shall be located at least 660
feet from the outer houndary of the 1l60-acre or 320-acre tract and shall
be located not closer than 330 feet to any guarter-guarter section or
subdivision inner boundary.

(b) Wildcat 0il Wells

In Lea, Chaves, Eddy and Roosevelt Counties, a wildcat
0il well shall be defined as a wildcat in accordance with Section A afove
but which is not a wildcat gas well as defined above.

Such wildcat oil well shall be located on a tract consist-
ing of approximately 40 surface contiguous acres substantially in the form
of a square which is a legal subdivision of the U. S. Public Land Surveys,
or on a governmental quarter-quarter section or lot and shall be located
not closer than 330 feet to any boundary line of such tract.

IT. San Juan, Rio Arriba, and Sandoval Counties

(a) Wildcat Gas Wells

In San Juan, Rio Arriba, and Sandoval Counties, a wildcat
gas well shall be defined as a wildcat in accordance with Section A above
which is projected to a gas-producing horizon and shall be located on a
designated drilling tract consisting of 160 surface contiguous acres, more
or less, substantially in the form of a square which is a guarter section,
being a legal subdivision of the U. S. Public Land Surveys, and shall be
located not closer than 790 feet to any outer boundary of the tract nor
closer than 130 feet to any gquarter-guarter section or subdivision inner
boundary.

In the event o0il production is encountered in a well which
was projected to a gas-producing horizon and which is located accordingly
but does not conform to the 0il well location rule below, it shall be neces-
sary for the operator to bring the matter to a hearing before approval for
the production of oil can be given.

{(b) Wildcat 0il Wells

A wildcat oil well shall be defined as a wildcat in accord-
ance with Section A above which is projected to an oil-producing horizon
as recognized by the Commission and shaill be located on a tract consisting
of approximately 40 surface contiguous acres substantially in the form of a
square which is a legal subdivision of the U. S. Public Land Surveys, or on
a governmental guarter-quarter section or lot and shall be located not
closer than 330 feet to any boundary line of such tract.




In the event gas production is encountered in a well which
was projected to an oil-producing horizon and which is located accordingly
but does not conform to the above-described gas well location rule, it
shall be necessary for the operator to bring the matter to a hearing before
approval for the producticn of gas can be given.

ITI. All counties except Lea, Chaves, Eddy, Roosevelt, San Juan,
Rio Arriba, and Sandoval

Any well classified as a wildcat in any county other than Lea,
Chaves, Eddy, Roosevelt, San Juan, Rio Arriba; and Sandoval shall be located
on a tract consisting of approximately 40 surface contiguous acres sub-
stantially in the form of a sguare which is a legal subdivision of the U.
S. Public Land Surveys, or on a governmental quarter-guarter section or
lot and shall be located not closzer than 330 feet to any boundary of such
tract.

C. ACREAGE REQUIREMENTS FOR DEVELOPMENT WELLS

I. 0il wells, All Counties

Unless otherwise provided in special pool rules, each well
drilled within a defined oil pool shall be located on a tract consisting
of approximately 40 surface contiguous acres substantially in the form of
a square which is a legal subdivision of the United States Public Land
Surveys, or on gevernmental quarter-quarter section or lot and shall not
be drilled closer than 330 feet to any boundary line of such tract or closer
than 660 feet to the nearest well drilling to or capable of producing from
the same pool.

II. Gas Wells
{a) Lea, Chaves, Eddy znd Roosevelt Counties

Unless otherwise provided in special pool rules, each well
drilled within a defined gas pool of less than Pennsylvanian age shalil be
located on a designated drilling tract consisting of 160 surface contiguous
acres, more or less, substantially in the form of a square which is a
guarter section being a legal subdivision of the United States Public Land
Surveys and shall not be drilled closer than 660 feet to any outer boundary
line of such tract nor closer than 330 feet to any quarter-quarter section
or subdivision inner boundary nor closer than 1320 feet to the nearest well
drilling to or capable of producing from the same pool.

Unless otherwise provided in special pool rules, each well
drilled within a defined gas pool of Pennsylvanian age or older shall be
located on a designated drilling tract consisting of 320 surface contiguous
acres, more or less, comprising any two contiguous quarter sections of a
single governmental section, being a legal subdivision of the U. S. Public




PAGE -4-

Land Surveys and shall not be drilled closer than 660 feet to any outer
boundary line of the tract nor closer than 330 feet to any quarter-quarter
section or subdivision inner boundary nor closer than 1320 feet to the
nearest well drilling to or capable of producing from the same pool.

. -
(b) San Juan, Rio Arriba. and Sandoval Counties

P Unless otherwise provided in special pool rules, each well

’ drllfed within a defined gas pool shall be located on a designated drilling

tract consisting of 160 surface contiguous acres, more or less, substantially
in the form of a square which is a quarter section being a legal subdivision
of the United States Public Land Surveys, and shall be located not closer
than 790 feet to any outer boundary of the tract nor closer than 130 feet to
any quarter--quarter section line or subdivision inner boundary.

D, ACREAGE ASSIGNMENT, COMPLETED WELLS

I. Well Tests and Classification

It shall be the responsibility of the operator of any wildcat
gas well or development gas well to which more than 40 acres has been
dedicated ta;determine the gas-liquid ratio and the liquid gravity for the
well and to%onduct a potential test within 30 days following completion of
the well and to file the same with the Commission within 10 days following

completion of the tests. (See Rules 301 and 401.) /

. n.fn S LW”
Date of completion for a gas well shall be the date a well head

is installed or 30 days following conclusion of active completion work on

the well, wnichever date comes first.

Upon making a determination that the well shculd not properly
be classified as a gas well, the Commission will reduce the acreage dedi-
cated to the well.

Failure of the operator tc file the aforesaid tests within the
specified time will also subject the well to such acreage reduction.

II, Non-Standard Units

Any completed gas well which does not have the required amount

- of acreage dedicated to it for the pool or formation in which it is completed

may not be produced until a standard unit for the well has been formed and
dedicated or until a non-standard unit has been approved.

The Secretary-Director of the Commission may grant administrative
approval to non-standard gas units without notice and hearing when an appli-
cation has been filed for a non-standard unit and the unorthodox size or
shape of the unit is necessitated by a wvariation in the legal subdivision

- of the U. S. Public Land Surveys, or the following facts exist and the

following provisions are complied with:
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{(a) The non-standard unit consists of quarter-quarter sections or lots
that are contiguous by a commen bordering side.

(b} The non-standard unit lies wholly within a single governmental
quarter section 1f the well is completed in a pool or formation
for which 160 acres is the standard unit size or wholly within a
single governmental half section if the well is completed in a
pool or formation for which 320 acres is the standard unit size.

(c) The applicant presents written consent in the form of waivers from
all offset operators and from all operators owning interests in the
quarter section {for l60-acre pocls or formations) or the half-
section (for 320-acre pools or formations) in which the non-standard
unit is situated and which acreage is not included in said non-
standard unit.

(a) In lieu of paragraph (c¢) of this rule, the applicant may furnish
proof of the fact that all cf the aforesaid operators were notified
by registered or certified mail of his intent to form such non-
standard unit. The Secretary-Director may approve the application
if no such operator has entered an objection to the formation of such
non-standard unit within 30 days after the Secretary-Director has
received the application.

PROPOSED AMENDMENT RULE 301

RULE 301. GAS-OIL RATIO TEST

Amend the first paragraph of Section (a) to read as follows: 2py or WP
Each operator shall take a gas-oil ratio test no sooner than 20 days nor
later than 30 days following the completion or recompletion of each well,
if (1) the well is a wildcat, or (2) the well is located in a pool which is
not exempt from the requirements of this rule. (Wells completed within one
mile of the outer boundary of a defined oil pool producing from the same
formation shall be governed by the provisions of this rule which are appli-
cable to the pocl). The results of the test shall be reported to the Com-
mission on Form C-116 within 10 days f»llowing completion of the test. The
gas-oil ratio thus reported shall become effective for proration purposes
on the first day of the calendar month following the date they are reported.

PROPOSED AMENDMENT RULE 401

RULE 401. METHOD OF DETERMINING NATURAL GAS WELL POTENTIAL
Add the following paragraph to the existing rule:

All gas wells which are not connected to a gas gathering facility shall
be tested within 30 days following the installation of a well head. Tests
shall be taken in accordance with the "Procedure for Testing Unconnected Gas
Wells" contained in Supplement 1 to the New Mexico Oil Conservation Commis-
sion "Manual for Back Pressure Tests for Natural Gas Wells." Tests shall be
reported on Form C-122 in compliance with Rule 1121 and shall be filed with-
in 10 days following completion of the test.
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PROPOSED AMENDMENT RULE 104, SECTIONS A, B, C, AND D

RULE 1064. WELL SPACII“G: ACREAGE REQUTREMENTS FOR DRILLING TRACTS
A, CILPASSIFICATION OF WELLS: WILDCATS AND DEVELOPMENT WELLS

Any well which is to be “rilled a distance of one mile or more
from another wvell which has produced oil or gas from the formation to
which the prorosed well is p»rojected or one mile or more from the outer
boundary cf any Jefine’ pool which has produced oil or gas from the
formatior to which the proposed well is proijected, shall be classified

a2s a willicat well.

Any well hich is to ke Trillel less than cne mile from the
cuter becuusary of a Jelinedl ©0il or gas pcol which has produced oil or
gas from the fermaticv to viaich the proposed well is projected shall be
classifie as a :‘evelop -ent well and shall be spaced, drilled, operated
and prolucze’ iv accortarce vith the regulations in effect in the nearest
such pool, wrovided the =ll is ccmpleted in the formation to which it was
projecte.:. Provife’ further, that any well completed in a formation other
than the cre to which it .as criginally projected shall be operated and
profucel in accer.ance tith the ruvles an: regulations in effect in the
nearest pcol withir core “ile -Tiich is croducing from the same formation
in which the well is coniste’ .

s

If there is nc sesig:atel pool for the aforesaid formation within
one mile, the well shall be classified as a wildcat.

B. ACREAGE REQUIREMELTS FOR WiLDCATS BEFORE THE

OlL CONSERVA
I. Lea, Chaves, RIdy and Rcosevelt Courfties Santa FQTS:L?AEM.M'SSION
’ Xico

7 4
(a) Wildcat Gas Wells e ({] C ------- EXhibi; NO.----Z—..-.-........-....
N (Case No. -.,3.““ >
In Lea, Chaves, Eddy, and Roose e

gas well shall be defined as a wildcat in accordance with Section A above
which is nrojected as a gas well irn a formation and an area which, in the
opinion of the engineer or sucervisor aprroving the application to drill,
may reasonably be presumesd to be srojuctive of gas rather than oil.

» Such wildcat gas well shall be located on a drilling tract
consisting of 160 surface couvtiguous acrss, more or less, substantially in
t'e [ov: of a square ~Mich is a guarter-section, being a legal subdivision
of the U. S. Public Land Surveys; provide’, however, if such wildcat gas
well is projected tc a formation of Pennsylvanian age or older, it shall
e locates on a 3drillirg tract consisting of 320 surface contiguous acres,
more or less, corprisiryg any tvo contigucus quarter sections of a single
governmental section, beirng a legal subZivision of the U. S. Public Land

Surveys.
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Any such wildcat gas well shall be located at least 660
. feet from the outer boundary of the 1l60-acre or 320-acre tract and shall
b be located not closer than 33C feet to any gquarter-quarter section or
E#- subdivision inner boundary.

; (b) Wildcat 0il Wells

In Lea, Chaves, Eddy and Roosevelt Counties, a wildcat
0oil well shall be defined as a wildcat in accordance with Section A above
but which is not a wildcat gas well as defined above.

Such wildcat o0il well shall be located on a tract consist-
ing of approximately 40 surface contiguous acres substantially in the form
of a square which is a legal subdivision of the U. S, Public Land Surveys,
T or on a governmental quarter-gquarter section or lot and shall be located
not closer than 330 feet to any boundary line of such tract.

II. San Juan, Rio Arriba, and Sandoval Counties

(a) Wildcat Gas Wells

In San Juan, Rio Arriba, and Sandoval Counties, a wildcat
gas well shall be defined as a wildcat in accordance with Section A above
which is projected to a gas-producing horizon and shall be located on a
designated drilling tract consisting of 160 surface contiguous acres, more
or less, substantially in the form of a square which is a quarter section,
being a legal.subdivisiom, of the U. S. Public Land Surveys, and shall be

= Tocated n gt .qloser than 790 feet to any outer boundary of the tract nor
clogdl’ tﬁéﬁ l3¢ feetjpo ahy quarter-quarter section or subdivision inner

houndary.

In the evart oil production is encountered in a well which
was progected to a gas-producing horizon and which is located accordingly
but does not coﬁform to the o0il well location rule below, it shall be neces-

.w~~sary”for The operator to bring the matter to a hearing before approval for
the production of o0il can be given.

(b) Wildcat 0il Wells

A wildcat oil well shall be defined as a wildcat in accord-
ance with Section A above which is projected to an oil-producing horizon
as recognized by the Commission and shall be located on a tract consisting
of approximately 40 surface contigquous acres substantially in the form of a
square which is a legal subdivision of the U. S. Public Land Surveys, or on
a governmental guarter-quarter section or lot and shall be located not
closer than 330 feet to any boundary line of such tract.
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In the event gas production is encountered in a well which
was projected to an oil-producing horizon and which is located accordingly
but does not conform to the above-~described gas well location rule, it
shall be necessary for the operator to bring the matter to a hearing before
approval for the production of gas can be given.

III. All counties except Lea, Chaves, Eddy, Roosevelt, San Juan,
Rio Arriba, and Sandoval

Any well classified as a wildcat in any county other than Lea,
Chaves, Eddy, Roosevelt, San Juan, Rio Arriba, and Sandoval shall be located
on a tract consisting of approximately 40 surface contiguous acres sub-
stantially in the form of a square which is a legal subdivision of the U.
8. Public Land Surveys, or on a governmental quarter-quarter section or

lot and shall be located not closer than 330 feet to any boundary of such
tract.

C. ACREAGE REQUIREMENTS FOR DEVELOPMENT WELLS

I. 0il Weils, All Counties

Unless otherwise provided in special pool rules, each well
drilled within a defined oil pool shall be located on a tract consisting
of approximately 40 surface contiguous acres substantially in the form of
a square which is a legal subdivision of the United States Public Land
Surveys, or on a governmental quarter-quarter section or lot and shall not
be drilled closer than 330 feet to any boundary line of such tract or cleser
than 660 feet to the nearest well drilling to or capable of producing from
the same pool.

II. Gas Wells
{a) Lea, Chaves, Eddy and Roosevelt Counties

Unless otherwise provided in special pool rules, each well
drilled within a defined gas pool of less than Pennsylvanian age shall be
located on a designated drilling tract consisting of 160 surface contiguous
acres, more or less, substantially in the form of a square which is a
quarter section being a legal subdivision of the United States Public Land
Surveys and shall not be drilled closer than 660 feet to any outer boundary
line of such tract nor closer than 330 feet to any quarter-quarter section
or subdivision inner boundary nor closer than 1320 feet to the nearest well
drilling to or capable of producing from the same pool.

Unless ontherwise provided in special pool rules, each well
drilled within a defined gas pool of Pennsylvanian age or older shall be
located on a designated drilling tract consisting of 320 surface contiguous
acres, more or less, comprising any two contiguous quarter sections of a
single governmental section, being a legal subdivision of the U. S. Public
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Land Surveys and shall not be drilled closer than 660 feet to any outer
boundary line of the tract nor closer than 330 feet to any quarter-quarter
section or subdivision inner boundary nor closer than 1320 feet to the
nearest well drilling to or capable of producing from the same pool.

(b} san Juan, Rio Arriba, and Sandoval Counties

Unless otherwise provided in special pool rules, each well
drilled within a defined gas pool shall be located on a designated drilling
tract consisting of 160 surface contiguous acres, more or less, substantially
in the form of a square which is a quarter section being a legal subdivision
of the United States Public Land Surveys, and shall be located not closer
than 790 feet to any ovter boundary of the tract nor closer than 130 feet to
any quarter-quarter section line or subdivision inner boundary.

D. ACREAGE ASSIGNMENT, COMPLETED WELLS

I. Well Tests and Classification

It shall be the responsibility of the operator of any wildcat
gas well or development gas well to which mere than 40 acres has keen
dedicated to determine the gas-liquid ratic and the liguid gravity for the
well and to conduct a potential_ test within 30 days following completion of
the well and to file the same with the Commission within 10 days following
completion of the tests. (See Rules 301 and 401.)

Date cf completion for a gas well shall be the date a well head
is installed or 30 days following conclusion of active completion work on
the well, whichever date comes first.

Upon making a determination that the well should not properly
be classified as a gas well, the Commission will reduce the acreage dedi-

cated to the well.

Failure of the operator to file the aforesaid tests within the
specified time will also subject the well to such acreage reduction.

II. Non-Standard Units

Any completed gas well which does not have the required amount
of acreage dedicated to it for the pool »r formation in which it is completed
may not be nroduced until a standard unit for the well has been formed and
dedicated or until a non-standard unit has been aprroved.

The Secretary-Director of the Commission may grant administrative
approval to non-standard gas units without notice and hearing when an appli-
cation has been filed for a non-standard unit and the unorthodox size or
shape of the unit is necessitated by a variation in the legal subdivision
of the U. S. Public Land Surveys, or the following facts exist and the
fcllowing provisions are complied with:
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(a) The non-standard unit consists of quarter-quarter sections or lots
that are contiguous by a common bordering sgide.

L. (b) The non-standard unit lies wholly within a single governmentail

JEEREEE quarter section if the welil is completed in a pocl or formation
: for which 160 acres is the standard unit size or wholly within a

y single governmental half secticn 1f the well is completed in a

p - pool or formation for which 320 acres is the standard unit size.

(c) The applicant presents written consent in the form of waivers from
all offset operators and from all operators owning interests in th
quarter section (for 160-acre pools or formations) or the half-
section (for 320-acre pools or formations) in which the non-standard
unit is situated and which acreage is not included in said non-
standard unit.

(a) In lieu of paragraph (c¢) of this rule, the applicant may furnish
proof of the fact that all of the aforesaid operators were notified
by registered or certified mail of his intent to form such non-
standard unit. The Secretary-Director may approve the application
1f no such cperator has entered an objection to the formation of such
non-standard unit within 30 days after the Secretary-Director has
received the application.

PROPOSED AMENDMENT RULE 301

RULE 301l. GAS-0OIL RATIO TEST

aAmend the first paragraph of Section (a) to read as follows:

Each operator shall take a gas-oil ratio test no sooner than 20 days nor
later than 30 days following the completion or recompletion of each well,
if (1) the well is a wildcat, or (2) the well is located in a pool which is
not exempt from the requirements of this rule. (Wells completed within one
mile of the outer boundary of a defined oil pool producing from the same
formation shall be governed by the provisions of this rule which are appli-~
cable to the pool). The results of the test shall be reported to the Com-
mission on Form C-116 within 10 days following completion of the test. The
gas-~oil ratio thus reported shall become effective for proration purposes
on the first day of the calendar month following the date they are reported.

PROPOSED AMENDMENT RULE 401

RULE 401, METHOD OF DETERMINING NATURAL GAS WELL POTENTIAL
Add the following paragraph to the existing rule:

All gas wells which are not connected to a gas gathering facility shall
be tested within 30 days following the installation of a well head. Tests
shall be taken in accordance with the "Procedure for Testing Unconnected Gas
Wells*” contained in Supplement I to the New Mexico 0il Conservation Commis-
sion “"Manual for Back Pressure Tests for Natural Gas Wells." Tests shall be
reported on Form C-122 in compliance with Rule 1121 and shall be filed with-
in 10 days following completion of the test.
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\'4 .~ "Reports

Upon completion of the test, all CE]CU-\.thI.> 3}1‘(“ be shown on Form LI
ifiapplicable, Form LPT 2, BPT 3, and BPT copies of ¢l

HEN

e:mf‘t.bg back pressure curve described below sndll be submitted to the (ot
Reguladary Body ),

5. Plotting

a. The points for the back-pressurc curve shallbeaccurately andncaily platied
on equal scale log-lag paper { 3-inch cycles are recommendaed ) ani
straight line drawn lhrou,gh the best average of three ov mors poin:, Wien
no reasonable rclationship u:an be established between thr O G il
the well shall be retested,

The t,xponent "n" sh.dl alx fa;fs be Cd](‘.h:d_-,@‘.{ lt\_S oW i B

: c. If the exponent "n" is freater than 1,000 or less than 0,300, tac wall L
be reztested. ‘
d. If, after rctossting the well, ro reasconable a Tl
three or m‘ére points, then a straight line RN

’ averagd’oi at least three points of

(«({If the cxponent 'n'f is ”fedtCL than 1.

e "' of 1,000 shall be draw
p
/'//' flow rate uiilized in estabii;
1 (2) If the exponent ''n" is less than U.200, a straig cnnent
i “n' of 6,500 shall be dravwm througl the poind corrvsponding io-ihe Lowest:

— T IS AT Rl EEd I establishing the line,
o

i 5. NON-STABILIZED MULTIPOINT

Coastant sze ML.ItL
determined shall th-:..
open flow. {Sce STAZ
Pg.I-12.) The “flow dmlnf; this oie- ooznt tcbf shall '\f.'ior a per:(,c‘ adoc
tabilized conditions unle
ody } that it would e Ar
cached,

EXe]

nasolue

. Constant Time Multi;
a. Shut~-in Pressura
{1) Wells with a

oi tirne a: a flow r:f

liquids prior to lie
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(2}

3)

(4)

accumulated liquids while producing into a pipeline, the vwell shall be
blown to the atmosphere to remove these liquids.

Wells without pipeline connections shall b biown to the atmesphere to
remove accumulated liquids,

The well shall be shut in until the rate of pressurc buildup is less than
1/10 of 1 per cent of the previous recorded pressure, psig, in 30 minutes,
This pressure shall be recorded.

".\ b. Flow Tests

After recording the shut-in pressure, a sevies of i I2cst sour flow rates
of the same duration and the pressures correspondin, ‘o each flow rate
shall be taken. Any shut-in time botween {low rafes =001 be held to a
minimum. These rates shall be rua in the Jdowerate sequoence.
In the case of nigh liguid ratio wells or u

ual tormeorature conditiony,

T

a decreasing flow-rate sequence may be usced i the

LAY scquence

method did not resulf in the alignmeant ol points,
sequencs method is useq, a siatement giving the ree
such methed was necessary, t

s Jdecreasing

g cane wiy the use of
ggether with a copy of e data taken by the
increasing sequence method, shall be fuenichod the {o! egulatery
Body ). If experience has shown that the ase ol ¢ ing sequence
method is necessary for an accurate test, a tast v {hwe increasing

.sequence method will not be reguired,

The lowest flow rate shall be a rale swiiicient 1o Xeop the well clear of
21l liguids.

One criterion as to the &
points. In erder to 2ssurc a good spread o

setability of the

a pond spread of data
i {5, 1he wellhead flowing
pressure, psig, at the lowest flow raic should not be nwore than 95 per
‘hest flow rate
net more than 75 per cent of the wellls shul-in prescuve, psig. If data

o

P

cent of the well's shut-in pressure, psig, and at the b

cannot be obtained in accovdance with the foregolng provisions, an
explanation shzall be furnished the { Siate Reaulatory Lody ).

All flow rate measurcernents shall be obtained by the usc of an orifice
meter, critical flow prover, positive choke or ot

hey aurnorized metering
device in good operating condition. Vhen an orxifice mieier is used as the
metering device, the mcter shall be calibrated and ihe diameters of the
orifice plate and meter cun verified as to size, condition and compliance
with acceptable standards, The differential nen shall be zeroced before

beginning the test,

The ficld barometric pressuvae > determined.

The specific gravity of the separator gas and of the produced liquid shall
be detcy

mincd,

At the end of cacir flow -t the

(a) Flowing wellhead pressure,
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: s (o) Static column wellkead pressure if it can be obtzincd,
{c) Rate of liquid production.
: 3 Clowing wellhea raporaturce.
: {a} Flo £ wellhead temp x
: T (e) All data pertinent to the gas metering device.,
RV (8) The stabilized one-point test data may be obtained by contiruiiisn of the
.
) R - last flow rate in thé manner prescribed {for Flow Tost TIZED
ONE-POINT DACK-PRESSURE TEST PROC, OB R, 2 FETEN)
R
SN :
2A C. Calculations
h "
(1) General
F:V A wellhead abs otz. oncn Llow as detevinined from the we 1 ecquation,
1 I -2), Q= (, > L~ Rois norn ally found to bo equivaiont to the
C v,r ) i
om-iwcle absclute en {low as delermined {rom tac betlom-linle
bott le absclut {l L cd 1
. oy 2 . .
equation, {III - 1), © = C (¥ ’;‘-' - }’_2)n vnere the wellhcad shue-in
pressure of all w’eds i a given vesovrveir iz below g. Under
) this condition the wellhead absolute opan flow is accentable instzad of
the bottorm~-hole absolute open fiow,
' ' {2} Botiom-nole Czalculations
(a) Bottom-hole pressures shallbccolculatedto a detum at the mid-point
f the producing section open to {low, ’l'ne peint of entry into the
tubing may be used as the datum if it is not more than 103 fect above
or below the mid-point of the producing section open {o flow.
(b) Under all shui-in conditions and under ﬂoe.u 1y conditions, when the
static column wellhead pressures can be obtained, the boltom-hole
pressures shall be calculated as shown in Test Bxamples 1 and 2,
{c) When only ihe {lowing wellhead pressures can be obtzined, the
; bottom-hole pressures shall be calculated as shown in Tesi Zwample

3.

{d) When the bottom-hole pressures
re

i calibrated vottom-hole pressu
‘ daturm, these pressures may be use
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(e) When liquid accumulation i
apprecianly a_ffects the welliend simt in pressur c, the
of the bottomi-hole pressure s
8.

rall be made as shown in

- (3) Wellhecad Calculations

~—

. {a) The staiic column wellhe

(b} When only the flowing wellhead nressures can b o
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2, Iscchronal Multinoein

L

, a. Shut-in Pressures

' (1) Wells with @ pipeline conncction shall be

h o clear tl
s prior to the shut-in period, I
accuraulzted Hauids whild

of timc ot o Jdow rate lirjge encury

{the well boxe
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croducing Inta nonineline
Troduding inlo nomneiingg

[
S blown to the atrosphiere to remove these liguids,

B

e - (2) Wells without pipeline conneciions shall be blown to e o
) remove accumulated liquids.

.
V»"’ T {3} TEu 1 > as doscribeq volow, the we in
T until the rate of pressure buildup is less tnan 1/10 of «f the

previcusly recorded pressure,
.

M

1all be recorded and uscd with the o

b . Flow 1
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(1) After recourd

flow rcotes
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(b) Static column wellhead pressure if it can be obtained,
(¢} Rate of liquid production.
(d} ¥Flowing wellhead termnperature

(¢) All data pertnent to the gas metering device.

The stabilized one-point tes: dat.a mav be obis
lasi flow rate in the manner prescribed for Flow Tesid,

GCLiE-POIN'Y LACK-PRESSURIE T 57T PROCMOL

Calculations

(1)
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(tr - -i); Q=G (e.2 - P 2", is normal
botlorm-hole nusoiute
equation, U117 - 1), Q

vressure of all wells
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(1) Wellheud Caleulaiions

{a) The stelic coluinn wellnead pressure must be ebteined i pousibloe,

(o)} When ¢niy the flowing wellhead pressures can be obiaineg, the staile
\ columm wellhead pressures shall e caleculated as shoven n Yoot
1 Exampie i1,

- (c) When ticaid accum zl;xtior in ithe wcll borc du 1-i:1g; the shut-l, weviod
iabi

Imi’ 1)\ acde in {’ne mannsr shown in Test E:,:n;; ple 8 oo, et opido

bottom—~z~o"- pressurc A:\;.;:l: Sna coreoecting

shown in Test Exemple § or 10,

d, Reports

Upon complciion of the tast, all caley
3 . . . hryra .
- if applicable, Form P70 2, 2, and 4.
back-pressure curve ricocribed below she

Bady }.
“ ‘ e¢. Plotting

; (1) ThHe points for the bact ¢ £iall be accurate!
; on equal scale log-lcgy papor inc] 5 2TO reconu.

; ) line drawn throuy h the best q& O] : more pol
. reasonabile rel: “ionsi:ip can ceablishe coween three or more poinds, the

well shall be relested.
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{3) I the exponent '
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of the flowing gas shall be installed imucdiately
upstream from the positive choke.

-

. The absolute open flow shall be calculated using
; the conventional back pressure formula as shown
- in the New lMexico 0il Conservation Commission
: "Back Pressure Test Manual."

5. The observed data and flow calculations shall be
T e reported in duplicate on Form C-122, "Multi-Point
Back Pressure Test for Gas Wells.™

6. Non-critical flow shall be considered to exist
when the choke pressuxe is 13 psig or less.
When this condition exists the flow rate shall
' be measured with a pitot tube and nipple as
L ' specified in the Commission's Manual of "Tables
and Procedure for pitot Tests.”" The pitot test
; : nipple shall be installed immediately downstream
| from the 3/4-inch positive choke.

7. Any well completed with 2-inch nominal size tubing
(L.995-inch ID) or larger shall bz tested through
the tubing.

B. Other tests for informational purposes may be cconducted
prior to cobtaining a pipesline connection for a newly completed
well upon receiving specific approval therefor from the Commis—
sion's Aztec office. Approval of these tests shall be based

{ primarily upon the volume of gas to ke vented.

i (2) That jurisdiction of this cause is retained for the
: entry of such further oxrders as the Commnission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein-
above desionated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

EDWIN L. MECHEM, Chairman
E. S. WALKER, Member

SEAL A, L. PORTER, Jr., Member & Secretary

esx/
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PROPOSED AMENDMENT RULE 104, SECTIONS A, B, C, AND D

RULE 104. WELL SPACIG: ACREAGE RECUTREMENTS FOR DRILLING TRACTS
A, CELASSIFICATION OF WELLS: WILDCATS AND DEVELOPMENT WELLS

Any viell which is to be ©#rilled a distance of one mile or more
@ another well which has prosuced oil or gas from the formation to
'hlch the nrozosed well 1s rojected or one mile or more from the outer
boundary cf any Jefinc’ socl which has produced o0il or gas from the
formatior te which the vrcposed well is rrojected, shall be classified
as a willcat well.

ny well hich is t¢o be “rillel less than cne mile from the

" outer b urdary of a Jdefinz:i oil or gas pcol which has produced oil or

gas from tihie formaticy to vhich the proposed well is projected shall be
classifie’ as a Jevelon-ent well and shall be spaced, drilled, operated
and proJuce’ 1iu acecor:arce -ith the regulations in effect in the nearest
such pool, urovides the =ell is completed in the formation to which it was
projecte.. Provife® further, that any well completed in a formation other
than the cre to which it as criginally projected shall be operated and
profuce in accor.ance ~ith th.e ruvles anl regulations in effect in the
nearest pcol withir cre ile -~fiich is Troducing from the same formation
in vhich the uwell is co siste’

If there is nc Sesig:-ated pool for the aforesaid formation within
one nile, the well shall be classifies as a wildcat.

B. ACREAGE REQUIREMEITS FOR WILDCATS

I. Lea, Chaves, EJdy and Reoosevelt Counties

(a) Wildcat Gas Wells

In Lea, Chaves, Eddy, and Roosevelt Counties, a wildcat

'gas well shall be defined as a wildcat in accordance with Section A above

which is »projected as a gas well in a formation and an area which, in the
opiion of the ergineer or suservisor aprnroving the application to drill,
may reasonably be presumesd to be productive of gas rather than oil.

Such wildcat gas well shall be located on a drilling tract

_consisting of 160 surface coutiguous acras, more or less, substantially in

t'e fore of a sguare ~hich is a guarter-section, being a legal suhdivision
f the U. S. Public Land Surveys; provideZ, however, if such wildcat gas

"well is projected to a formation of Pennsylvanian age or older, it shall

be locate? on a drillirg tract consistinc of 320 surface contiguous acres,
more or less, comorising any two contigucus quarter sections of a single
governmental section, being a legal subZivision of the U. S. Public Land
Surveys.
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Any such wildcat gas well shall be located at least 660
feet from the outer boundary of the l60-acre or 320-acre tract and shall
be located not closer than 330 feet to any quarter-quarter section or
subdivision inner boundary.

(b} Wildcat 0il Wells

In Lea, Chaves, Eddy and Roosevelt Counties, a wildcat
0il well shall be defined as a wildcat in accordance with Section A ahove
but which is not a wildcat gas well as defined above.

Such wildcat o0il well shall be located on a tract consist-
ing of approximately 40 surface contiguous acres substantially in the form
of a square which is a legal subdivision of the U. S. Public Land Surveys,
or on a governmental quarter-quarter section or lot and shall be located
not closer than 330 feet to any boundary line of such tract.

IX. San Juan, Rio Arriba, and Sandoval Counties

(a) Wildcat Gas Wells

In San Juan, Rio Arriba, and Sandoval Counties, a wildcat
gas well shaliil be defined as a wildcat in accordance with Section A above
which is projected to a gas-producing horizon and shall be located on a
designated drilling tract consisting of 160 surface contiguous acres, more
or less, substantially in the form of a square which is a quarter section,
being a egal subdivision of the U. S. Public Land Surveys, and shall be
located not closer than 790 feet to any outer boundary of the tract nor
closer than 130 feet to any quarter-quarter section or subdivision inner

boundary.

In the event oil production is encountered in a well which
was projected to a gas-producing horizon and which is located accordingly
but does not conform to the oil well location rule below, it shall be neces~
sary for the operator to bring the matter to a hearing before approval for
the production of o0il can be given.

(b) Wildcat 0il Wells

A wildcat oil well shall be defined as a wildcat in accord-
ance with Section A above which is projected to an oil-producing horizon
as recognized by the Commission and shall be located on a tract consisting
of approximately 40 surface contiguous acres substantially in the form of a
square which is a legal subdivision of the U. S. Public Land Surveys, or on
a governmental quarter-quarter section cr lot and shall be located not
closer than 330 feet to any boundary line of such tract.
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In the event gas production is encountered in a well which
was projected to an oil-producing horizon and which is located accordingly
but does not conform to the above-described gas well location rule, it
shall be necessary for the operator to bring the ma:ter to a hearing before
approval for the production of gas can be given.

III. All counties except Lea, Chaves, Eddy, Roosevelt, San Juan,
Rio Arriba, and Sandoval

Any well classified as a wildcat in any county other than Lea,
Chaves, Eddy, Roosevelt, San Juan, Rio Arriba, and Sandcval shall be located
on a tract consisting cof approximately 40 surface contiguous acres sub-
stantially in the form of a square which is a legal subdivision of the U.
S. Public Land Surveys, or on a governmental quarter-quarter section or
lot and shall be located not closer than 330 feet to any boundary of such
tract.

)

C. ACREAGE REQUIREMENTS FOR DEVELOPMENT WELLS

I. 0il wells, All Counties

Unless otherwise provided in special pool rules, each well
drilled within a defined oil pool shall be located on a tract consisting
of approximately 40 surface contiguous acres substantially in the form of
a square which is a legal subdivision of the United States Public Land
Surveys, or on a governmental qguarter-guarter section or lot and shall not
be drilled closer than 330 feet to any boundary line of such tract or closer

than 660 feet to the nearest well drilling to oy capable of producing from

the same pool.
ITI., Gas Wells
(a) Lea, Chaves, Eddy and Roosevelt Counties

Unless ctherwise provided in special pool rules, each well
drilled within a defined gas pool of less than Pennsylvanian age shall be
located on a designated drilling tract consisting of 160 surface contiguous
acres, more or less, substantially in the form of a square which is a
quarter section being a legal subdivision of the United States Public Land
Surveys and shall not be drilled closer than 660 feet to any outer boundary
line of such tract nor closer than 330 feet to any quarter-quarter section
or subdivision inner boundary nor closer than 1320 feet to the nearest well
drilling to or capable of producing from the same pool.

Unless otherwise provided in special pool rules, each well
drilled within a defined gas pool of Pennsylvanian age or older shall be
located on a designated drilling tract consisting of 320 surface contiguous
acres, more or less, comprising any two contiguous guarter sections of a
single governmental section, being a legal subdivision of the U. S. Public
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L.and Surveys and shall not be drilled closer than 660 feet to any outer
boundary line of the tract nor closer than 330 feet to any guarter-quarter
section or subdivision inner boundary nor closer than 1320 feet to the
nearest well drilling to or capable of producing from the same pool.

(b) San Juan, Rio Arriba, and Sandoval Counties

Unless otherwise provided in special pool rules, each well
drilled within a defined gas pool shall be located on a designated drilling
tract consisting of 160 surface contiguous acres, more or less, substantially
in the form of a square which is a quarter section being a legal subdivision
of the United States Public Land Surveys, and shall be located not closer
than 790 feet to any outer boundary of the tract nor closer than 130 feet to
any quarter-quarter section line or subdivision inner boundary.

D. ACREAGE ASSIGNMENT, COMPLETED WELLS

I. Well Tests and Classification

It shall be the responsibility of the operator of any wildcat
gas well or development gas well to which more than 40 acres has been
dedicated to determine the gas-liquid ratio and the liquid gravity for the
well and to conduct a potential test within 30 days following completion of
the well and to file the same with the Commission within 10 days following
completion of the tests. (See Rules 301 and 401.)

Date of completion for a gas well shall be the date a well head
is installed or 30 days following conclusion of active completion work on
the well, whichever date comes first.

Upon making a determination that the well should not properly
be classified as a gas well, the Commission will reduce the acreage dedi-

cated to the well.

Failure of the operator to file the aforesaid tests within the
specified time will also subject the well to such acreage reduction.

IT. Non-Standard Units

Any completed gas well which does not have the required amount
of acreage dedicated to it for the pool or formation in which it is completed
may not be produced until a standard unit for the well has been formed and
dedicated or until a non-standard unit has been aprroved.

The Secretary-Director of the Commission may grant administrative
approval to non-standard gas units without notice and hearing when an appli-
catior has been fiied for a non-standard unit and the unorthodox size or
shape of the unit is necessitated by a variation ir the legal subdivision
of- the U. S. Public Land Surveys, or the following facts exist and the
following provisions are complied with:
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(a) The non-standard unit consists of quarter-quarter sections or lots
that are contiguous by a common bordering side.

(b) The non-standard unit lies wholly within a single governmental
quarter section if the well is completed in a pool or formation
for which 160 acres is the standard unit size or wholly within a
single governmental half section if the well is completed in a
pool or formation for which 320 acres is the standard unit size.

(c) The applicant presents written consent in the form of waivers from
all offset operators and from all operators owning interests in the
quarter section {(for 160-acre peols or formations) or the hali-
section (for 320-acre pools or formations) in which the non-standard
unit is situated and which acreage is not included in said non-
standard unit.

(d) In lieu of paragraph (c¢) of this rule, the applicant may furnish
proof of the fact that all of the aforesaid operators were notified
by registered or certified mail of his intent to form such non-
standard unit. The Secretary-Director may approve the application
if no such operator has entered an objection to the formation of such
non-standard unit within 30 days after the Secretary-Director has
received the application.

PROPOSED AMENDMENT RULE 301

RULE 301. GAS-0IL RATIO TEST
Amend the first paragraph of Section (a) to read as follows:

Each operator shall take a gas-oil ratio test no sooner than 20 days nor
later than 30 days following the completion or recompletion of each well,
if (1) the well is a wildcat, or (2) the well is located in a pool which is
not exempt from the requirements of this rule. (Wells completed within one
mile of the outer boundary of a defined oil pool producing from the same
formation shall be governed by the provigsions of this rule which are appli-
cable to the pool). The results of the test shall be reported to the Com-
mission on Form C-116 within 10 days following completion of the test. The
gas-o0il ratio thus reported shall become effective for proration purposes
on the first day of the calendar month following the date they are reported.

PROPOSED AMENDMENT RULE 401

RULE 401. METHOD OF DETERMINING NATURAL GAS WELL POTENTIAL
Add the following paragraph to the existing rule:

All gas wells which are not connected to a gas gathering facility shall
he tested within 30 days following the installation of a well head. Tests
shall be taken in accordance with the "Procedure for Testing Unconnected Gas
Wells” contained in Supplement I to the New Mexico 0il Conservation Commis-
sion "Manual for Back Pressure Tests for Natural Gas Wells." Tests shall be
reported on Form C-122 in compliance with Rule 1121 and shall be filed with-
in 10 days following completion of the test. '
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DOCKET: REGULAR HEARING - WEDNESDAY - MAY 13, 1964

Dacket No. l4-64

OIL CONSERVATION COMMISSION - 9 A.M. - MORGAN HALL, STATE LAND OFFICE

BUILDING, SANTA FE, NEW MEXICO

{1) Consideration of the o0il allowable for June, 1964,

(2) Consideration of the allowable production of gas for
June, 1964, from ten prorated pools in Lea and Eddy
Counties, New Mexico, and also presentation of pur-
chasers' nominations for said pools for the six-month
period beginning July 1, 1964; consideration of the
allowable produgtion of gas from nine prorated pools
in San Juan, Rio Arriba 'and Sandovai Counties, New Mexico

In the matter of the hearing called by the Oil Conservation
Commission on its own motion to consider the institution of gas
prorationing in the Blanco-Pictured Cliffs Pool, San Juan County,
New Mexico, and the Gavilan-Pictured Cliffs Pool, Rio Arriba
County, New Mexico, and the extension of said Blanco-Pictured
Cliffs Pool to include the E/2 of Section 15, Township 29 North,
Range 9 West, the SW/4 of Section 31, Township 30 North, Range 8
west, and all of Sections 9, 15, 16, and 22, the NE/4 of Section
27, and the N/2 and SE/4 of Section 21, all in Township 30 North,

ALLOWADLE:
for June, 1964,
CASE 3043: (This case will be continued)
Range 9 West.
CASE 3044;

CASE 3045:

In the matter of the hearing called by the 0il Conservation
Commission on its own motion to consider the amendment of certain
rules. 1In the above-styled cause, the Commission propgses to
consider the amendment of Rule 104 to defire a wildcat oil well
and a wildcat gas well, and to permit the dedication of 160 acres
to a wildcat gas well drilled in Lea, Chaves, Eddy and Roosevelt
Counties unless said well is projected to the Pennsylvanian for-
mation or deeper, in which case 320 acres could be dedicated. It
is also proposed to define the completion date of a gas well and
to require certain tests to be conducted on wildcat gas wells
anywhere in the State following their completion and to provide
that the acreage dedicated to the well be reduced to 40 acres if
such tests do not establish that the well is indeed a gas well.
It is also proposed to consider amending Rule 401 to provide that
unconnected gas wells be tested to determine their potential.

1t is further proposed to consider. amending Rule 301 to require
gas-oil ratio tests to be taken no sooner than 20 days nor later
than 30 days following the completion or recompletion of a well
and to be reported to the Commission within 10 days fiollowing
completion of the test,

See attached sheets for proposed rule changes.
Southeastern New Mexico nomenclature case calling for an order
for the creation and extension.of certain pools in Lea County,

New Mexico:

a) CREATE a new o0il pool for Abo production, designated as the
South Double A-Abo Pool, and described as:
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b) EXTEND
c) EXTEND
therein:
d) EXTEND
e) EXTEND
f) EXTEND
g} EXTEND
h} EXTEND
to include
i) EXTEND
1)

TOWNSHIP 17 SOUTH, RANGE 36 EAST,NMPM
SECTION 30: NE/4

the Allison-Abo Pocol to include therein:

TOWNSHIP 9 SQUTH, RANGE 36 EAST, NMPM
SECTICN 2: SW/4

the North Bagley-Upper Pennsylvanian Pool to include
i

TOWNSHIP 11 SOUTH, RARGE 33 EAST, NMEM
SECTION 10: S/2

SECTION 15: NE/&

SECTION 22: N/2 SE/4

the Baish-Wolfcamp Pool to include therein:

TOWNSHIP 17 SOUTH. RANGE 32 EAST, NMPM
SECTION 21: NE/4

the South Lane-Pennsylvanian Pool to include therein:

TOWNSHIP 10 SOUTH, RANGE 33 EAST, NMPM
SECTION 34: SE/4

the Lea-Bone Springs Pool to iaclude therein:

TOWNSHIP 20 SOUTH, RANGE 34 EAST, NMPM
SECTION 11: SW/4

the Sand Springs-Devonian Pool to include therein:

TOWNSHIP 11 SOUTH, RANGE'34 EAST, NMPM
SECTION 11: W/2 NE/4

the North Vacuum-4bo Pool in Lea County, New Mexico,
therein: ’

TOWNSHIP 17 SOUTH, RANGE 35 EAST, NMPM
SECTION 31: W/2 W/2

the Vacuum-Glorieta Pool to include therQin:

TOWNSHIP 17 SOUTHB, RANGE 35 EAST, NMPM
SECTION 26: NW/4

SECTION 27: All

SECTION 28: All

SECTION 29: All

SECTION 30: 3$/2 and NE/4&

SECTION 31: 8/2

SECTION 32: All

SECTION 33: All

SECTION 34: N/2 NW/4

EXTEND the Vacuum-Wolfcamp Pool to include therein:

TOWNSHIP 17 SOUTH, RANGE 35 EAST, NMPM
SECTION 31: NW/4




PROPOSED AMEWDMENT RULE 104, SECTIONS A, B, C, AND D

RULE 1C4. WELL SPACIiG: ACREASE REQUTREMENTS FOR DRILLING TRACTS
A, CILASSIFICATION OF WELLS: WILDCATS AND DEVELOPMENT WELLS

Any well which is to be <rilled a distance of onz mile or more
fron anether—vell irriei—hassroiucal Qll ar -ges—erom—the—formatiomr—to~
a i L s—srojecten ar.-cne-wmite-ar-msre—iwem the outer

.

boundary cf any ine: peool xnlc% has produced oil or gas from the
formatior to wnich the prcpose’ well is rrojected, shall be classified
t

o

as a illcat well.
Any well *hich i te be 7rillel less than cne mile from the
" outer beuniary of a vefinel 01l or gas pcol vhich has produced oil or

gas from the foriiaticy to which the propcsed well is projected shall be
classifie’ as a ~evelor ent well and shall be spaced, drilled, operated
and proJuze’ 1iu accorarce ith the regulations in effect in the nearest
such pool, urovide’ the -ell is completesd in the formation to which it was
projecte. . M%WAry vell completed in 2 formation other
than the cre to which it as criginally projected shall be operated and
produce in accer.ance “Cith the rules an: regulations in effect in the
nearest pcol withir ore ~ile -Tiichy 1s Iroducing from the same formation

ir vhich the well is co piate =9

Cjzgﬁzgére is nc lesig-ate:.. pool for the aforesaid formation within
orne miie, the well shall be classiiie} as a wildcat.

AND KOCATI ey

B. ACREAGEAREQUIREMELTS FOR WILDCATS

I. Lea, Chaves, E.ucy aud Reoosevelt Counties

(a} Wildcat Gas Wells

In Lea, Chaves, Rday, ank Roosevelt Lountles, aawiééean é““?’

7 (P8, L - . ; :
nlch is *rOJecteq as“a,gas well in a formation and an area which, in the

oninion oI the ergineer or suservisor apsroving the application to drill,
may reasonably be presumed to be Trojuctive of gas rather than oi%,

Bwetr—wrivower-ass—xeil shall be located on a drilling tract
consisting of 160 surface cocutiguous acrss, more or less, substantially in
t'o 200 of a square “Thich is a quarter-section, being a legal subdivision
~of the U. S. Pubiic Land Surveys:; providel, however, if such wildcat gas
wvell is projected to a formation of Pewnsylvanian age or older, it shall
be locatel on a Irilliyrg tract consistinc of 320 surfarce contiguous acres,
wore or less, comprisirg aty too contizucus gquarter sections of a single
governwental section, being a legal subl.ivision of the U. 8. Public Land
Surveys.

-J‘l
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A Shi-ewedr wildcat gas well shall be located at least 660
feet from the outer boundary of the l60-~acre or 320-acre tract and shall
be located not closer than 330 feet to any gquarter-quarter section or
subdivision inner boundary.

{b) Wildcat 0il Wells

In Lea, Chaves, Eddy and Roosevelt Counties, a wlldcatggiéeﬁr

i : witdrat—in—aeccordancewith Seefion 2—above- .

—-hﬂt——l,-,l}o,—’-‘)‘ “, ; % i . ﬁﬂ&.—fnﬂ&@‘*r
ﬂ;ﬂﬁyyw.ﬁML;ﬂbédgﬁuai é: E‘ C;¢ﬂ¢nu v

ﬁugh-wéiz;!zzasi-we&i shall be located on a tract consist-

ing of approximately 40 surface contiguous acres substantially in the form

of a square which is a legal subdivision of the U. S. Public Land Surveys,

or on a governmental quarter-guarter section or lot and shall be located

not closer than 330 feet to any boundary line of such tract.

II. San Juan, Rio Arriba, and Sandoval Counties

{a) Wildcat Gas Wells

In San Juan, Rio Arriba, and Sandoval Counties, a wildcat
~Fas—veti—sirelt-pe—defined-as—orwitdont—in-nacordanee—witir-Sectiromri—-abeve
which is projected to a gas-producing horizon amd shall be located on a
designated drilling tract consisting of 160 surface contiguous acres, more
or less, substantially in the form of a square which is a quarter section,
being a legal subdivision of the U. S§. Public Land Surveys, and shall be
located not closer than 790 feet to any outer poundary oI the tract nor
closer than 130 feet to any quarter-quarter section or subdivision inner
boundary.

In the event oil production is encountered in a well which
was projected to a gas-producing horizon and whieh—te—tecated—accordinmgiy-
wed does not conform to the oil well location rule below, it shall be neces-~
sary for the operator to bring the matter to a hearing before approval for
the production of oil can be given. ' '

(b} Wildcat 0il Wells

. A wildcat eid—well-shali-pe-defined os—a - wildcnt in-eaecord-
ange-wi.th -Secticn--A—-aboua- whielhr-is projected to an oil-producing horizon

as recognized by the Commission ané shall be located on a tract consisting
of approximately 40 surface contiguous acres substantially in the form of a
square which is a legal subdivision of the U. S. Public Land Surveys, or on
a governmental guarter-quarter section or lot and shall be located not
closer than 330 feet to any boundary line of such tract.
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In the event gas production is encountered in a well which
was projected to an oil-producing horizon and which is located accordingly
but does nut conform to the above-described gas well location rule, it
shall be necessary for the operator to bring the matter to a hearing before
approval for thes production of gas can be given.

IITI. All counties except Lea, Chaves, Eddy, Roosevelt, San Juan,
Rio Arriba, and Sandoval

Any well classified as a wildcat in any county other than Lea,
Chaves, Eddy, Roosevelt, San Juan, Rio Arriba, and Sandoval shall be located
on a tract consisting of approximately 40 surface contiguous acres sub-
stantially in the form of a square which is a legal subdivision of the U.
S. Pubklic Land Surveys, or on a governmental quarter~quarter section or
lot and shall be located not closer than 330 feet to any boundary of such

tract.
AND GOCA T/ A

C. ACREAGQ4REQUIREMENTS FOR DEVELOPMENT WELLS

I. 0il Wells, All Counties

Unless otherwise provided in special pool rules, each well
drilled within a defined o0il pool shall be located on a tract consisting
of approximately 40 surface contiguous acres substantially in the form of
a square which is a legal subdivision of the United States Public Land
Surveys, or on a governmental quarter-quarter section or lot and shall not
be drilled closer than 330 feet to any boundary line of such tract or closer
than 660 feet to the nearest well drilling to or capable of producing from
the same pool.

II. Gas Wells
(a) Lea, Chaves, Eddy and Roosevelt Counties

Unless otherwise provided in special pool rules, each well
drilled within a defined gas pool of less than Pennsylvanian age shall be
located on a designated drilling tract consisting of 160 surface contiguous
acres, more or less, substantially in the form of a square which is a
quarter section being a legal subdivision of the United States Public Land
Surveys and shall not be drilled closer than 660 feet to any outer boundary
line of such tract nor closer than 330 feet to any quarter-quarter section
or subdivision inner boundary nor closer than 1320 feet to the nearest well
drilling to or capable of producing from the same pool.

Unless otherwise provided in special pool rules, each well
drilled within a defined gas pool of Pennsylvanian age or older shall be
located on a designated drilling tract consisting of 320 surface contiguous
acres, more or less, comprising any two contiguous quarter sections of a
single governmental section, being a legal subdivision of the U. S. Public
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Land Surveys and shall not bhe drilled closer than 660 feet to any outer
boundary line of the tract nor closer than 330 feet toc any guarter-quarter
section or subdivision inner boundary nor closer than 1320 feet to the
nearest well drilling to or capable of producing from the same pool.

(k) sSan Juan, Rio Arriba, and Sandoval Counties

Unless otherwise provided in special pool rules, each well
drilled within a defined gas pool shall be located on a designated drilling
tract consisting of 160 surface contiguous acres, more or less, substantially
in the form of a square which is a quarter section being a legal subdivision
of the United States Public Land Surveys, and shall be located not closer
than 790 feet to any cuter boundary of the tract ncr closer than 130 feet to
any quarter-gquarter section line or subdivision inner boundary.

D. ACREAGE ASSIGNMENT, COMPLETED WELLS

I. Well Tests and Classification

;t—sha%&~be—the—respcnsfbiéieybef.Ige operator of any wildcat

evelopment gas well to which more than 40 acres has been
determine the gas-liguid ratio and the liquid gravity for the
conduct a potential test within 30 days following completion of
the wellgand «e- file the same with the Commission within 10 days following
compietlon of the tests. (See Rules 301 and 401.)

Date of completion for a gas well shall be the date a well head
is installed or 30 days following conclusion of active completion work on
the well, whichever date comes first.

Upon making a determination that the well should not properly
be classified as a gas well, the Commission will reduce the acreage dedi-
cated to the well.

_ Failure of the operator to file the aforesaid tests within the
specified time will also subject the well to such acreage reduction.

II. Non-Standard Units

Any completed gas well which does not have the required amount
of acreage dedicated to it Les—the-ponl or fowmatitor I wirtelhrtt—is—eomploted
may not be produced until a standard unit for the well has been formed and
dedicated or until a non-standard unit has been approved.

The Secretary-Director of the Commission may grant administrative
approval non-standard gas units without notice and hearing when ar appli-
cation has been filed for a non-standard unit and the unorthodox size or
shape of the unit is necessitated by a variation in the legal subdivision
of the U. S. Public Land Surveys, or the following facts exist and the
following provisions are complied with:
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PROPOSED AMENDMENT RULE 104, SECTIONS A, B, C, AND D

RULE 104. WELL SPACING: ACREAGE REQUIREMENTS FOR DRILLING TRACTS
A. CLASSIFICATION OF WELLS: WILDCATS AND DEVELOPMENT WELLS

Any well which is to be drilled a distance of one mile or more

from another well which has groduced 011 or gas from the formation to
which the proposed well is preiject d’

boundary of any defined pool which has p produced oil or gag from the
formation to which the proposed well is projected, shall be classified

as a wildcat well.

Any well which is to be drilled less than one mile from the
outer boundary of a defined ©il or gas pool which has produced oil or
gas from the formation to which the proposed well is projected shall be
classified as a development well and shall be spaced, drilled, operated
and produced in accordance with the regulations iz ,ugecz ia&ﬁhe nearest
such pool, provided the well is completed in the o whlch it was
projected. Provided further, that any well completed in a 4 Site
tnan the one to which it was originally projected shall be operated and
produced in accordance with the rules and regulations in effec gL
nearest pool within one mile which is producing from the same €iﬁh¢b§on”’“‘
in which the well is completed.

f‘b/bc “5A0f~) oI
If there is no designated pool for the aforesaid‘ébfmatéen within

one mile, the well shall be classified as a wvildcat.
B. ACR%AGE REQUIREMENTS FOR WILDCATS

I. ILea, Chaves, Eddy and Roosevelt Counties

- {a) Wildcat Gas Wells

In Lea, Chaves, Eddy, and Roosevelt Counties, a wildcat
gas well shall be defined as a wildcat in accordance with Section A abowve
which is projected as a gas well in a formation and an area which, in the
opinion of the engineer or supervisor approving the application to drill,
may reasonably be presumed to be productive of gas rather than oil.

Such wildcat gas well shall be located on a drilling tract
consisting of 160 surface contigucus acres, more or less, substantially in
the form of a square which is a quarter-section, being a legal subdivision
of the U. S. Public Land Surveys; provided, however, if such wildcat gas
well is projected to a formation of Pennsylvanian age or older, it shall
be located on a drilling tract consisting of 320 surface contiguous acres,
rnore or less, comprising any two contiguous quarter sections of a single
governmental secticn, besing a legal subdivision of the U. S. Public Land

Surveys.

$i
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Any such wildcat gas well shall be located at least 660
feet from the outer boundary of the 1l60-acre or 320-acre tract and shall
be located not closer than 330 feet to any quarter-quarter section or
subdivision inner boundary.

(b) Wildcat Oil Wells

In Lea, Chaves, Eddy and Roosevelt Counties, a wildcat
0il well shall be defined as a wildcat in accordance with Section A ove
but which is not a wildcat gas well as defined above.

Such wildcat o0il well shall be located on a tract consist-
ing of approximately 40 surface contiguous acres substantially in the form
of a square which is a legal subdivision of the U. S, Public Land Surveys,
or on a governmental quarter-quarter section or lot and shall be located
not closer than 330 feet to any boundary line of such tract.

IX. San Juan, Rio Arriba, and Sandoval Counties

(a) Wildcat Gas Wells

In San Juan, Rio Arriba, and Sandoval Counties, a wildcat
gas well shall be defined as a wildcat in accordance with Section A above
which is projected to a gas-producing horizon and shall be located on a
designated drilling tract consisting of 160 surface contiguous acres, more
or less, substantially in the form of a square which is a quarter section,
being a legal subdivision of the U. S. Public Land Surveys, and shall be
located not closer than 790 feet to any outer boundary of the tract nor
closer than 130 feet to any quarter-quarter section or subdivision inner
boundary.

In the event oil production is encountered in a well which
was projected to a gas-producing horizon and which is located accordingly
but does not conform to the o0il well location rule below, it shall be neces-
sary for the operator to bring the matter to a hearing before approval for
the production of 0il can be given.

(b) Wildcat 0il Wells

A wildcat oil well shall be defined as a wildcat in accord-
ance with Section A above which is projected to an oil-producing horizon
as recognized by the Commission and shall ke located on a tract consisting
of approximately 40 surface contiguous acres substantially in the form of a
square which is a legal subdivision of the U. S. Public Land Surveys, or on
a governmental quarter-quarter section or lot and shall be located not
closer than 330 feet to any boundary line of such tract.
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In the event gas productaion i1s encountered in a well which
was projected to an oil-producing horizon and which is lcocated accordingly
but does not conform to the above-described gas well location rule, it
shall be necessary for the operator to bring the matter to a hearing before
approval for the production of gas can be given.

. I1T. All counties except Lea, Chaves, Eddy. Roosevelt, San Juan,
{ R Rio Arriba, and Sandoval

o Any well classified as a wildcat in any county other than Lea,

‘ Chaves, Eddy, Rcoosevelt, San Juan, Rio Arriba, and Sandoval shall be located
on a tract consisting of approximately 40 surface contiguous acres sub-
stantially in the form of a sguare which is a legal subdivision of the V.
S. Public Land Surveys, or on a governmental quarter-quarter section or

lot and shall be located not closer than 330 feet to any boundary of such
tract.

C. ACREAGE REQUIREMENTS FOR DEVELOPMENT WELLS

I. 0il Wells, All Counties

Unless otherwise provided in special pool rules, each well
drilled within a defined oil pool shall be located on a tract consisting
of apprcximately 40 surface contiguous acres substantially in the form of
a square which i1s & legal subdivision of the United States Public Land
Surveys, or on a governmental quarter-quarter section or lot and shall not
be drilled closer than 330 feet to any boundary line of such tract or closer
than 660 feet to the nearest well drilling to or capable of producing from
the same pool.

II. Gas Wells
{a) Lea, Chaves, Eddy and Roosevelt Counties

Unless cotherwise provided in special pool rules, each well
drilled within a defined gas pool of less than Pennsylvanian age shall be
located on a designated drilling tract consisting of 160 surface contiguous
acres, more or less, substantially in the form of a square which is a
quarter section being a legai subdivision of the United States Public Land
Surveys and shall not be drilled closer than 660 feet to any outer boundary
line of such tract nor closer than 330 feet to any guarter-~quarter section
or subdivision inner boundary nor closer than 1320 feet to the nearest well
drilling to or capable of producing from the same pool.

Unless otherwise provided in special pool rules, each well
drilled within a defined gas pool of Pennsylvanian age or older shall be
located on a designated drilling tract consisting of 320 surface contiguous
acres, more or less, comprising any two contiguous gquarter sections of a
single governmental section, being a legal subdivision of the U. S. Public
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Land Surveys and shall not be drilled closer than 660 feet to any outer
boundary line of the tract nor closer than 330 feet to any quarter-quarter
section or subdivision inner boundary nor closer than 1320 feet to the
nearest well drilling to or capable of producing from the same pool.

(b) sSan Juan, Rio Arriba, and Sandoval Counties

Unless otherwise provided in special pool rules, each well
drilled within a defined gas pool shall be located on a designated drilling
tract consisting of 160 surface contiguous acres, more or less, substantially
in the form of a square which is a quarter section being a legal subdivision
of the United States Public Land Surveys, and shall be located not clouser
than 790 feet to any outer boundary of the tract nor closer than 130 feet to
any quarter-quarter section line or subdivision inner boundary.

D. ACREAGE ASSIGNMENT, COMPLETED WELLS

I. Well Tests and Classification

It shall be the responsibility of the operator of any wildcat
gas well or development gas well to which more than 40 acres has been
dedicated to determine the gas-ligquid ratio and the ligquid gravity for the
well and to conduct a potential test within 30 days following completiorn of
the well and to file the same with the Commission within 10 days following
completion of the tests. (See Rules 301 and 401.)

Date of completion for a gas well shall be the date a well head
is installed or 30 days following conclusion of active completion wocrk on
the well, whichever date comes first.

Upon making a determination that the well should not properly
be classified as a gas well, the Commission will reduce the acreage dedi-
cated to the well.

Failure of the operator to file the aforesaid tests within the
specified time will also subject the well to such acreage reduction.

II. Non-Standard Units

Any completed gas well which does not have the required amount
of acreage dedicated to it for the pool or formation in which it is completed
may not be produced until a standard unit for the well has been formed anrd
dedicated or until a non-standard unit has been approved.

The Secretary-Director of the Commission may grant administrative
approval to non-standard gas units without notice and hearing when an appli-
cation has been filed for a non-standard unit and the unorthodox size or
shape of the unit is necessitated by a variation in the legal subdivision
of the U. S. Public Land Surveys, or the following facts exist and the
following provisions are complied with: :
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(a) The non-standard unit consists of quarter-quarter sections or lots
that are contiguous by a conwmon bordering side.

(b) The non-standard unit lies wholly within a single governmental
quarter section if the well is completed in a pocol or formation
for which 160 acres is the standard unit size or wholly within a
single governmental half section if the well is completed in a
poeol or formation for which 320 acres is the standard unit size.

(c) The applicant presents written consent in the form of waivers from
all offset operators and from all operators owning interests in the
quarter section {for 160-acre pools or formations) or the half-
section (for 320-acre pools or formations) in which the non-standard
unit is situated and which acreage is not included in said non-
standard unit.

(d) In lieu of paragraph {c) of this rule, the applicant may furnish
proof of the fact that all of the aforesaid operators were notified
by registered or certified mail of his intent to form such non-
standard unit. The Secretary-Director may approve the application
if no such operator has entered an objection to the formation of such
non-standard unit within 30 days after the Secretary-Director has
received the application.

PROPOSED AMENDMENT RULE 301

RULE 301. GAS-OIL RATIO TEST
Amend the first paragraph of Section (a) to read as follows:

Each operator shall take a gas~oil ratio test no sooner than 20 days nor
later than 30 days following the completion or recompletion of each well,
if (1) the well is a wildcat, or (2) the well is located in a pool which is
not exempt from the requirements of this rule. {(Wells completed within cne
mile of the outer boundary of a defined oil pool producing from the same
formation shall be governed by the provisions of this rule which are appli-
cable to the pool). The results of the test shall be reported to the Com-~
mission on Form C-116 within 10 days following completion of the test. The
gas—oil ratio thus reported shall become effective for proration purposes
on the first day of the calendar month following the date they are reported.

PROPOSED AMENDMENT RULE 401

RULE 401. METHOD OF DETERMINING NATURAL GAS WELL POTENTIAL
Add the following paragraph to the existing rule:

2All gas wells which are not connected to a gas gathering facility shall
be tested within 30 days following the installation of a well head. Tests
shall be taken in accordance with the "Procedure for Testing Unconnected Gas
Wells" contained in Supplement I to the New Mexico 0il Conservation Commis-
sion "Manual for Back Pressure Tests for Natural Gas Wells." Tests shall be
reported on Form C-122 in compliance with Rule 1121 and shall be filed with-
in 10 days following completion of the test.



“pro 7. SUEPLEMENT NO. 1 ot
NMOCC BACK PRESSURE MANUAL FOK T Qe
TESTING GAS WELLS

When a gas well is not connected to a pipeline within 30 days after the wellhead

is installed,the operator shall conduct a completion test {n accordance with the

following procedure:

1. Constant Time Multipoint Test

a.

Shut -

(1

Flow

(n

in Pressure

The well shall be blown to the atmosphere for a sufficient length
of time to remove accumulated liquids.

The well shall be shut-in until the rate of buildup does not change
in a 30-minute period. This pressure shall be recorded.

Tests

After recording the shut-in pressure, a series of at least four
flow rates of one hour duration and the pressures corresponding

to each flow rate siiall be taken. Any shut-in time between flow
rates shall be held to a minimum. These rates shall be run in the
increasing flow-rate sequence. In the case of high liquid ratio
wells or unusual temperature conditions, a decreasing flow-rate
sequence may be usad if the increasing sequence method did not
result in the alignment of points. If the decreasing sequence
method is used, a statement giving the reasons why the use of such
method was necessary, together with a copy of the data taken by
the increasing sequence method, shall be furnished the $Stabe
;;666'32g5§. If experience has shown that the use of the decreas-
ing sequence method is necessary for an accurate test, a test by

increasing sequence method will not be required.

It shall be noted that the flow tests for this test are for only

one hour. Longer flow tests shall not be made without special

permission from the Commission.

\n
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(2) The lowest flow rate shall be a rate sufficient to keep the well clear
of all liquids,
J : (2) One criterion as to the acceptability of the test is a good spread
of data points. In order to assurc & good spread of points, the
wallhead flowing pressure, psig, at the lowest flow rate should not
‘5; ‘ bz more than 95 per cent of the well's shut-in pressure, psig, and
at the highest flow rate not more than 75 per cent of the well's
shut-in pressure, psig. 1f data cannet be obtained in accordance

with the foregoing provisions, an explanation shall be furnished

< o ok e
.

the RXMOCE
(4) All flow rate measurements shall be obtained by the use of an orifice
mater, critical flow prover, positive choke or other authorized meter-

ing device in good operating condition. When an orifice meter is

used as the metering device, the meter shall be calibrated and the
diameters of the orifice plate and meter run verified as to size,
condition and compliance with acceptable standards. The differential
pen shall be zeroed before beginning the test.

(5) The field berometric pressure shall be determined.

(6) The specific gravity of the separator gas and of the produced liquid

shall be determined.

(7) At the end of each flow rate the following information shall be re-

corded:*
(a) Flowing wellhead pressure.
(b) Static column wellhead pressure if it can be obtained.
(¢) Rate of liquid production.
(d) Flowing wellhead temperature.
(e) 41l data pertinent to the gas metering device.

c. Calculations

(1) Generatl

A wellhead absolute open flow as determined from the wellhead equation
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(3)
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(b) 1f the exponent "n" is less than 0.500, a straight line with
an exponent “n'* of 0.500 shall be drawn through the point corras-
ponding to the lowest rate of flow utilized in establishing the
line,

The constant time data points are ordinarily used only to determine

the value of the exponent '"n", Usually the back-pressure curve is

drawn through the stabilized data point and parallel to the line es-

tablished by the constant time data points. This establishes a stabilized

absolute open flow. The back pressure curve for this test shall be drawn

through the one-hour constant time points. The "“one-hour absolute

open flow" may be determined from this back-pressureﬁggEXe or calcu-

N Mo P 08 enca N
lated as shown in calculation example No. 1, page 7 ,ABTF. Manual.
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PAN AMERICAN PETROLEUM CORPORATION

QtL AND GAS BUILDING P. O BOX 1410

Forr WorRTH 1, TEXAS

WILLIAM V. GRISHAM M

DIVISION ENGINEER May 8, 1964 ¢

File: GHF-183-986.510 »

Subject: May 13, 1964 Hearing -~ NMOCC
Proposed Amendments to Statewide
Rules 104, 301 and 401 o

Mr, A. L. Porter, Jr.

Secretary-Director .
New Mexico Oil Conservation Commission s
P, 0, Box 871

Santa Fe, New Mexico

Dear Sir:

Pan American Petroleum Corporation supports the portion of the proposed
amendment to Statewide Rule 104 providing for Targer' proratlon units for gas wells
if Lea, Chaves, Eddy, and Roosevelt Counties as a step in the right diréction. We
recommend further to the Commission that 640-acre proration units be e&gtablished
for all gas wells in the state of New Mexico unless smaller units are provided for
in special field rules.

We object to the provisions in the proposed amendments for Rules 104, 301
and 401 that requlféNEESts on gas wells not connected to a plpellne. Spec1f1cally,
We object to proposed Amendment D-I, Rule 104, amendment of Rule 301, and addition
to Rule 401, Our objection to these amendments is that tests on unconnected gas
wells are unnecessary as far as our experience has shown and require equipment no:
normally installed prior to connection to a pipeline, The proposed amendment to
Rule 104 numbered D-I does not define a gas well or what constitutes a wellhead or
the conditions under which the special tests are to be conducted, A~4lso, if the
tests were conducted immediately after completion, another test would have to be
made to satisfy the requirements of Rule 301 that a gas-o0il ratio test be taken in
the interval between 20 and 30 days after completion,

We believe that the intent of these amendments was to permit an early deter-
mination of whether a wildcat well drilled for gas is completed in a gas reservoir
or an oil reservoir. Under normal circumstances, we believe that the classification
will be evident and that if an o0il reservoir is encountered the operator will
immediately file a potential test and completion forms for the discovery oil well
to permit sales as soon as possible, However, for a gas well completion, consider-
able time is necessary to define the reservoir and secure a gas market, We believe
that gas well tests during this period of time would serve no useful purpose and be
an unnecessary expenditure for the operator.

Yours very truly,

WV Gacalas
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ATLANTIC TIE ATLANTIC REFINING COMPANY

DOMESTIC PRODUCING DEPARTMENT

INCORDPORATED - 1870

PETROLEUM PRODUCTS
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NEW MEXICO DIiSTRICT MAILING ADDRESS
BOONE MACAULAY. DISTRICT MANAGER P. O. BOX 1978

R.

PErmg
ERLER]

r.

CHAMPION, DISTRICTY LANDMAN

EASTES, DISTRICT GEOPHYS!CIST ROSWELL, NEW MEXICO

. DOUGLAS, DISTRICT QGEOLOGIST

KLOXIN, DISTRICT DRLG, & FROD. SUP'T.
TOMLINSCN, DISTRICT ENGINEER
WARE, AOMINISTRATIVE BUPERVISOR

Hey 11, 1964

New Mexico Gil Conservation Corudssion “
Fost Uffice Box 2088 -
Santa Fe, yew liexico

Attention: ixr. A. L. Porter

Re: Case 3044

Centlenen: o

The Atlantic kefining Cerpany is in supporit of most of the
rules ammendrents you will be considering in Case 3044. The one
exception we nave is for spacing of development gas wells under

C-Ii-(a) of vroposed Rule 104, We reconmgnd that _Jocation of
development gas wells not be permittéd in the "coraner" locations
of the proratlon units under statew1de rules if they are to be
assipned 320-acie froration units, Such rule will insure more
Uniform well distribution in a rescrvoir end reduce the dedication

of umprcductive acreage.

Yours very tyuly,

o /’>,/7M_‘ o
LS S (Lt B

W, P, Tomlinson

WPT:VRC:ly

T g T SRR



=) WESTERN UNION (5
This Is a fase me sage DL=Day L

unless its deferred ht L ight Letter
pn::elt’ 'y,:bo;ed b¥ the T E LE GRA M \ A“N{ R% ) “iloe::lm

W. P.MARSHALL, Paesicent

The filing time shown | n the dare line on n domestic telegrams i is LOCAL TIME at poin

LAogs DB182
D MDAQ75 LONG PD=FAX MIDLAND TEX 12 132p CST=
A L PORTER, JRo SECRETARY AND DIRECTOR=

NEW MEXICO OIL CONSERVATION comm PO BOX 871 SANTA FE NMEX =

DEAR MR PORTER, REFERENCE 1S MADE To CASE 3044 W
CONSTDER AME NDMENT OF STATEWIDE RULES 104,
ALLOW 160 ACRE SPACING AND DEDICATION TO Wi
COMPLETED ABOVE TRE PENNSYLVANTAN FORMATION AND 320 ACRE |
SPACING AND BEDICATION To WiLDCAT GAS WCLLS COMPLETED IN oR
BELOW THE PENNSYLVANIAN INSTEAD OF The CURRENT 40 ACRE
SPACINGs HUMBLE OIL & REFINING COMPANY URGES THAT TME

COMMISSION ADOPT THE PROPOSED AMENDMENTS _FOR WIDER SPACING

oF WILDCAT GAS WELLS, FURTHER, THAT THE COMMISSION I§ T BE

COMMENDED ON THESE PROPOSED AMENDMENTS WHICH 15 ANOTHER

EXAMPLE OF YOUR Paoeasss,vs ATTITUDE AND ACTVoN, YOURS
VERY TRULY=

HUMBLE OIL & REFINING COMPANY R R MCCARTYem:

HICH WlLL

501, AND 401, TO
LDCAT GAS WELLS

»

3044 104 301 407 160 320 &er

THE COMPANY WiILL APPRECIATE SUGGESTIONS FROM TS PATRONS CONCERNING TS SERVICE




A. T, SMITH
GelVERAL ATTORNEY

C. R. HAMPTON
F. E. RADLOFF
W. M. GRIFFITH
G. H. MAYBERRY
C. R. ROBERTS

J. D, TRESXER
ATTORNEYS

N

-

po—

o

7?1 O NEE R I

W——
CONOCO

CONTINENTAL OIL COMPANY

LEGAL DEPARTMENT
1755 GLENARM PLACE
DENVER 2, COLORADO

May 12, 1964

New Mexico 0il
Conservation Commission

P. 0. Box 871

Santa Fe, New Mexico

Gentlemen:

Re : Cas e 3044

T

The roposed amendments to the rules
under Case 3044 have been reviewed and you
are advised that Continental 0il Company has
no objection to £hem.

Very truly yours,

Hedbear - /;a/zf

William M, Griffith

pk
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SUPPLEMENT I

TO

MANUAL FOR

BACK PRESSURE TEST FOR NATURAL GAS WELLS

STATE OF NEW MEXICO

THE "TESTING PROCEDURE OUTLINED HEREIN
IS TC BE USED FOR TESTING UNCONNECTED
GAS WELLS AS REQUIRED BY COMMISSION

RULE 104 D I AND RULE 401, AS AMENDED

MAY 25, 1964.




SUPPLEMENT I

NEW MEXICO OIL CONSERVATION COMMISSION PRCCEDURE

FOR TESTING UNCONNECTED GAS WELLS

Rules 104 D I and 401 of the Commission Rules and Regulations
require that unconnected gas wells be tested to determine their
potential within 30 days following the installation of a €hristmas
tree and the results of such tests reported to the Commission on
Form C-122 within 10 days following the completion of the tests.

Unless specific test procedures are applicable to a given well
or pool, the following procedures are to be used in so testing any
unconnected gas well. It is anticipated that by the use of the
Constant Time Multipoint Test with four one-hour flows, the loss
of gas will be held to a minimum and good test results still
obtained. The pre-test flow to clear the well-bore of accumulated
liquids should also, in the interest of conservation, be cloéely
watched and held to the absolute minimum required to achieve
clean-out.

More extensive testing of an unconnected gas well than that
outlined herein is not vermitted except upon written authority from

the appropriate District Office of the Commission.

A. L. PORTER, Jr.
Secretary-Director

Jul;! / , 1964 g .~



Test Procedure

Constant Time Multipoint Test For Unconnected Wells

< A. Shut-in Pressure

p ™ 1. The well shall be blown to the atmosphere for a sufficient
iength of time to clear the well-bore of accumulated liguids.

2. The well shall be shut in until the rate of pressure build-~
up is less than 1/10 of one per cent over a 30-minute period.
Pressures, psig, shall be recorded.

B. Flow Tests

1. After recording the shut-in pressure, a series of four l-hour
flow rates and the pressures corxresponding to each flow rate
shall be taken. Any shut-in time between flow rates shall
be held to a minimum. These rates shall be run in an
increasing flow-rate sequence. In the case of high liquid
ratio wells or unusual temperature conditions, a decreasing
flow-rate sequence may be used if the increasing sequence
method did not result in the alignment of points. If the
decreasing sequence methed is used, a statement giving the

reasons why the use of such method was necessary, together
with a copy of the data taken by the increasing seguence
method, shall be furnished the Commission. If previous
testing in a given area has shown that the decreasing

sequence method is necessary for an accurate test, a test

by the increasing sequence method will not be required.

It shall be noted that the flow periods for this test are
limited to one hour for each rate of flow. Longer flow
periods of unconnected wells shall not be made without

special permission from the Commission.




The lowest flow rate shall be a rate sufficient to keep the
well clear of all liquids.

One criterion as to acceptability of the test is a good
spread of data points. In order to assure a good spread
of points, the wellhead fiowing pressure, psig, at the
lowest flow rate should be no more than 95 per cent of
the well's shut-in pressure, psig, and at the highestflow
rate should be no more than 75 per cent of the well's
shut-in pressure, psig. If accurate data cannot be
obtained in accordance with the foregoing provisions,

an explanation shall be furnished the Commission.

All flow rate measurements shall be obtained by the use
of an orifice meter, critical flow prover, positive choke,
or otner authorized metering device in good operating
condition. When an orifice meter is used as the metering

device, the meter shall be calibrated and the diameters ©

h

the orifice plate and meter run verified as to size, con-
dition,and compliance with acceptable standards. The
differential pen shall be zeroed before starting the test.
The barometric pressure shall be recorded as 13.2 psia
in Southeast New Mexico and 12.0 psia in Northwest New
Mexico.
The specific gravity of the separator gas and of the
produced liquid shall be determined and recorded.
At the end of each flow rate,the following information
shall be recorded:

(a} Flowing wellhead pressure

(b) Static column wellhead pressure if it can
be obtained

(c) Rate of liquid production




(d) Flowing wellhead temperature

(e) All data pertinent to the gas metering device

i C. Calculations

1.

General
A wellhead absolute open flow as determined from the
. _ 2 2An .

wellhead equation, Q = C Pc - Rw,’ . 1s normally found
tc be the equivalent to the bottom-hole absolute open
flow as determined from the bottom-hole equation,

_ 2 2\ n .
Q=2cC Pf - PS i when the wellhead shut-in pressure
of all wells in a given reservoir is below 2000 psig.

Under this condition, either a wellhead absolute open

low or a bottom-hole absolute cpen flow is acceptable.

Bottom~hole Calculations

{a) Bottom-hole pressures shall be calculated to a datum
at the mid-point of the producing section open to
flow. The point of entry into the tubing may be
used as the datum if it is not more than 100 feet
above or below the mid-point of the producing sec-
tion open to flow.

{b) Under all shut-in conditions and under flowing
conditions, when the static column wellhead pres-
sures can be obtained, the bottom-hole pressures
shall be calculated as shown in Calculation Example
No. 6, Page 28 of the Commission Manual for Back
Pressure Test for Natural Gas Wells.

tcr—dhen-omYY e TICWIN—wetihead Prossures- camr-e-
abtained.-the hoticmhole Prageards shall be ”;2
.caleulated as. shouh.dn-Calcutation BxamplE No...&, ...

Frtiita e # TN

Page.25 of. the-Manual.

/{2}Gﬁ When the bottom-hole pressures are recorded by use

-3~




of a properly calibrated bottom-hole pressure bomb
and corrected to the proper datum, these pressures
may be used in the bottom-hole formula.
3 :;.,“_‘ Gj) When liquid accumulation in the well-bore during
Ff' the shut-in period appreciably affects the wellhead
N shut—-in pressure, the calculation of the bottom-hole
pressure shall be made as shown in Calculation Example

No. 7, Page 34 of the Manual.

3. Wellhead Calculations
(a) The static column wellhead pressure must be obtained

if possible.

(b} When only the flowing wellhead pressures can be
obtained, the staﬁic column wellhead pressures shall
be calculated as shown in Calculation Example No. 5,

Page 25 of the Manual.

(c) When liquid accumulation in the well-bore during the
shut-in period appreciably affects the wellhead shut-
in pressure, appropriate correction of the surface
pressure shall be made. This correction shall be
made in the manner shown in Calculation Example
No. 7, Page 34 of the Manual, or, at the option of
the operator, by using a bottom-hole pressure bomb
and correcting to wellhead conditions as shown in
Case II of Calculation Example No. 6, Page 28 of

the Manual.

D. Reports

Upon completion of the test, all calculations shall be
shown on Commission Form C-122. Three copies of this
form and the back pressure curve described below shall

be submitted to the Commission.




E.

Plotting

1.

The points for the back-pressure curve shall be accurately
and neatly plotted on equal-scale log-log paper (3-inch
cycles are recommended) and a straight line drawn through
the best average of three or more points. When no reason-
able relationship can be established among three or more
points, the well :Eg%lbe retested.

The cotangent of the argle this line makes with the

volume {(horizontal) coordinate is the exponent "n" which
is used in the back-pressure equation. The exponent "n"
shall always be calculated as shown in Calculation Example
No. 1, Page 9 of the Manual.

If the exponent “np* calcula£es out ©o be greater thah

1.000 or less than 0.500, the well shall ke retested.

If, after retesting the well, no reasonablc alignment can

. hvough . .
be established smermg/ three or more points, then a straight
at /leas?
line shall be drawn through the best average o€1three'ei

Ze»e points of the retest and exponent *n* calculated as
described above.

(a) If the exponent "n" is greater than 1.000,

a straight line with an exponent wvalue of
1.000 shall he drawn through the point corres-
ponding to the highest rate of flow which was
used in establishing the line whose value was
more than 1.000.

(b) If the exponent "n"” is less than 0.500, a
straight line with an exponent value of 0.500
chall be drawn thrcugh the point corresponding
to the lowest rate of flow which was used in
estaklishing the line whose value was less than

0.500.




The constant time data points are ordinarily used only to
determine the value ¢of the exponent "n". Usually the back-
pressure curve is drawn through the stabilized data point
and parallel to the line established by the constant time
data points. This establishes a Stabilized Absolute Open
Flow. The back-pressure curve for this test shall be

drawn through the one-hour constant time points. The One-
hour Absolute Open Flow may then be determined from this
back-pressure curve or calculated as shown in Calculation

Example No. 1, Page 7 of the Back Pressure Test Manual.
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DRAFT

JMD/esr
May 22, 1964

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

N APHE-IMATTER Ot TMEH - HTARTING
GATLERT AW -t O TTHCONSERVATITON
GAMMIES QN {OR--INEW-MENDOG- FOR
FHE +RURBOSHEOFHOGNI TBERING :+

CASE No, 3044

Order No. R- 2 2 (/7

IN THE MATTER OF THE HEARING CALLED
BY THE OIL CONSERVATION COMMISSION
ON ITS OWN MOTION TO CONSIDER THE
AMENDMENT OF CERTAIN RULES.

ORDER OF THE COMMISSION

BY TBE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on
May 13 , 1964, at Santa Fe, WNew Mexico, before the Oil Conser-
vation Commissicn of New Mexico, hereinafter referred to as the
"Commission."

NOW, on this day of _ May . 1964, the Commission,
a quorum being present, having considered the testimony presented
and the exhibits received at said hearing, and being Fully advised
in the premises, ' ‘

FINDS:
(1) That due public notice having been given as required by

law, the Commission has jurisdiction of this o and the subject
matter thereof, .

VYOS
-

i{2) That in Lea, Chaves, Eddy, and Rooéevelt Counties, New
Mexico, a gas well completed in a formation no deeper than the
top of the Pennsylvanian formation will efficiently and economi-
cally drain and develop a 1l60-acre tract.

(3) Tﬁat in Lea, Chaves, Eddy, and Roosevelt Countie;, New
Mexico, a gas well cbmpleted in the Pennsylvanian formation or a
deeper formation will efficiently and economically drain and
develop a 320-acre tract.

(4) That Rule 104 of the Commission Rules and Regulations

should be amended to permit the dedication of 160 acres to a gas




| - [
| CASE No. 3044

|
ﬂwell in Lea, Chaves, Eddy, and Roosevelt Counties, New Mexico,
| 1

1

ipro;e;ted to or completed in a formation no deeper than the top

i
1
!

e j|of the Pennsylvanian formation. E

3 ,.\ ! i

&{ﬁ ) ’ (5) That Rule 104 of the Commission Rules and Regulations |
ce

S i

F:» should also be amended to permit the dedication of 320 acres to

a gas well in Lea, Chaves, Eddy, and Roosevelt Counties, New
1

Mexico, projected to or completed in the Pennsylvanian formation

or a deeper formation.

(6) That Rule 104 of the Commission Rules and Regulations

should also be amended to establish a testing procedure to deter

mine whether a well in Lea, Chaves, Eddy, and Roosevelt Counties
/pro é’;f
should ybe/c lassified as a gas well Gh-skewbd~wedd upon completion.

17) That amendment of Rule 104 as set out above will prevenit
the economic loss caused by the drilling of unnecessary wells, willl
avoid the augmentation of risks arising from the drilling of an
excessive number of wells, will prevent reduced recovery which

might result from the drilling of too few wells, and will other-

wise prevent waste and protect correlative ri

(8) That Rule 301 of the Commission Rules and Reculations
should be amended to regquire a gas-oil ratio test to be taken

~ ’
within 20 to 30 days following completion or recompletion of zi”lg

o

well and to be the Commission within 10 days follow- \
ing completion of the teast. ot

should be amended to require gas wells which are not connected

to a gas gathering facility to be tested within 30 days following
Chrisimas Free

(9) That Rule 401 of the Commission Rules and Regulations :'\
|
1
|
|
1

[tne installation of a wesdmead and to reguire the test to be

;f;led with the Commission within 10 days following completion
|

I
I
i
| |
lof the test. E
| ;
1 1
|
|
i

“a
i
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| |

v (10} That amendnent of Rules 301 and 401 as set out apove l

i

I

will enable the 0il conservation Commission to more efficiently
hand effectively administer the laws of the State of New Mexico

N

“concerning the conservation of oil and gas. the prevention of
|

|

it
i
l
|
t
i
\

i

waste, and the protection of correlative rights.

IT IS THEREFORE ORDERED:

(1) That Rule 104 of the Commission statewide Rules and

s bl

Regulations is hereby amended to read in its entirety as follows:

i
M attached
|

\ (2

\ (2) That Rule 301 of the Commission statewide Rules and
f4)

\Regulations is hereby amended to read in its entirety as follows: |

attached

{
1
\ (3) That Rule 401 of the Commission statewide Rules and

naculations is hereby amended to read in its entirety as follows: \

attached

(4) That jurisdiction of this cause is retained for the

\entry of such further orders as the Commission may deem neces-

e et

\sary.

| '\_

il DONE at Santa Fe, New Mexico, on the day and year herein-
\bbove designated.

i

I
i




RULE 1(C4., WELL SPACII(-: ACREAZE REQUIREMENTS FOR DRILLING TRACTS
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A. CLRSSIFICATION OF WELLS: Wit0cAT WELS AND.
DEVELOPIMIENT WELLS iﬁ" o
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:mo WELL LoerRTioN
B. ACREAGE REQUIREMENTS FOR WILDCATS [Pee =— 1

I. Lea, Chaves, Eddy,and Roosevelt Counties

fa} Wildcat Gas Wells

_ In Lea, Chaves, Eddy, and Roosevelt Counties, a wildcat well
gee—well-shall-be-defined-as—a wi-ldoat-in-accordancey-wilth-Section A above
which is projected as a gas well te = formation and,an area which, in the
opinion of the engineer or suparvisor approving the application to drill,
may reasonably be presum=sd to be productive of gas rather than oil:,

e g, AR S e ————
1 ovsr—— A et

Vantill
Such-—wi-ldeat-—gas-well ‘shall be located on a drilling tract
consisting of 160 surface contiguous acres, more or less, substantially in
the form of a square which is a quarter-section, being a legal subdivision

of the U. S. Public Land W
SEREMPR- and shall met be d FAX . 1T%er than 660 feet to any outer boundary

4d@Be of such tract nor closer than 330 feet to any quarter-quarter section
or subdivision inner boundary, - _

‘ _ » Prow'Jcl ha;q&tlc_f’ ﬁ‘la-f 44«7 Suq‘ w’./JF‘.'t__fﬁ—,S_
we/ll which s /ro/'ecﬁ‘J fo a Lormation of anasy/w!min,_,
aqe or ofder Shall be /xatid on a ,Jrr'//a'h/ fract cos -
6/'5)""”7 6Ff 320 Surface co_nﬁ',uo.«s _ Acres , mrere. ar/ess',
,aym/m';i.},j any Ywo con 7‘1'7a44cs 74«4//:_»' sections of a.
Single 7«»"'"”'"'"/4-/ section, being 4 A’7¢'—/ Subdivision
of e .S Public Land S such “deep”

- f5 a0 is ded; mofa iy
. _wz/afgf 2S5 M,,e///\-f ra// be B, . & 014¢7‘ |
Lo f’z HearesT L Srode éonnc/M7

s " -—trenst 1980 feel
‘4’3‘3*’ Yhe neareqt ena/ bp‘cn 4

fooated closer tham IF30 Feet' o a)-ly scarfer-
7u¢uf&v Sectiron or Swbdivision rnner évano/arx/. ( For
“4ea /pu;fose ot( Ylres ra/e, "-Sr'cfe "éo«nc{arg /5 a/e/:'ne‘/ as

oy

< r ¢ . ﬁ s 2/
f'he;%undar:es rxnnzn;:w 70 ‘e wHEte~

oOne o




bracti grestet; o
1 w M‘ cllmezt.fzgg ; gn/ wecndary
15 dehined a5 one of Yheq éoan laries PETPEN-

me/a/ -/o a 5lé/¢ éﬂaac/érz and ¢/a-5u-=7 ‘a‘“’mi

YHract across ¥s ,( roeenSIon -

(b) Wildcat 0il Wells

In Lea, Chaves, Eddy,and Roosevelt Counties, a wildcat we//
stiweli-ohati—be-defined-as-a-wildcat in acco*&ance~witthootionunwiﬁove
but which is not a wildcat gas well as deflned above

Svelrwildecat ol well shall be located on a tract consist-
ing of approximately 40 surface contiguous acres substantially in the form
of a square which is a legal subdivision of the U. S. Public Land Surveys,
or on a governmental quarter-quarter section or lot,and shall be located
not clei:r than 330 feet to any boundary l4ge-of such tract.

‘ a}k;}?e event gas production is encountered in a well which
was projected ; and which is located accordlngly
but does not conform to the aboved¢Qb00ahE£ans well location rule, it
shall be necessary for the operator to bring the matter to a hearing before
approval for the production of gas can be given.

an Juan, Rio Arriba, and Sandoval Counties

(a) Wildcat Gas Wells

In San Juan, Rio Arriba, and Sandoval Counties, a wildcat we//
» be detbmed-as a - wihdcat -in- accordance-wiil-Seetior abtve
whlch is pro;ected to a gas-producing horizon amd shall be located on a
designated drilling tract consisting of 160 surface contiguous acres, more
or less, substantially in the form of a square which is a gquarter section,
being a legal subdivision of the U. S. Public Land Surveys, and shall be
located not closer than 790 feet to any outer boundary of the tract nor
closer than 130 feet to any quarter-quarter section or subdivision inner

| SO S
wounealry.

In the event o0il production is encountered in a well which
was projected to a gas—producing horizon and which is located accordingly
but does not conform to the 0il well location rule below, it shall be neces-
sary for the operator to bring the matter to a hearing before approval for
the production of o0il can be given.

(b) Wildcat 0il Wells

‘ well

A wildcat,eii—weli-sheii- be—defined-as-a-wildcar—in—aocord-
ARCE.With-Section-A—above which is projected to an oil-producing horizon
as recognized by the Commission amd shall be located on a tract consisting
of approximately 40 surface contiguous acres substantially in the form of a
square which is a legal subdivision of the U. S. Public Land Surveys, Or on
a governmental quarter-quarter section or lot,and shall be located not
closer than 33C feet to any boundary a=ma of such tract.
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In the event gas production is encountered in a well which
was projected to an oil-producing horizon and which is located accordingly
but does not conform to the aboverf<BPfBFI gas well location rule, it
shall be necessary for the operator to bring the matter to a hearing before
approval for the production of gas can be given.

III. All counties except Lea, Chaves, Eddy. Roosevelt, San Juan,
Rio Arriba, and Sandoval

zv(//
Any we&&veiassified-as»a-wildcatAin any county other than Lea,

Chaves, Eddy, Roosevelt, San Juan, Rio Arribka, and Sandoval shali be located
on a tract consistinrg of approximately 40 surface contiguous acres sub-
stantially in the form of a square which is a legal subkdivision of the U.
S. Public Land Surveys, or on a governmental quarter-guarter section or

lot and shall be located not closer than 330 feet to any boundary of such

tract.
AND WELL LOCRTION
C. ACREAGEAREQUIREMENTS FOR DEVEILOPMENT WELLS

I. 0il Wells, All Counties

aénﬂzﬁgp et o
Unless ot@ngLSe ?r?y}gsdb?n %pec1al pool rules, each,well
diél&-d—méthtn--deésaﬂd—or&—peeéy§ha {7 be located on a tract consisting

of approximately 40 surface contiguous acres substantially in the form of

a square which is a legal subdivision of the Umiskbeé SMSBW Public Land

Suryge Y, on as,governmental quarter-quarter section or lot ,and shall .aek
be %Aclose than 330 feet to any boundary #smwe of such tract ‘8K closer
than 660 feet to the nearest well drilling to or capable of producing from

the same pool.
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II. Gas Wells . . .lia. 0 D iie

e tr;d{ ¥ Poyie 1

(a) Lea, Chaves, Eddx,and Roosevelt Counties

deve/gp e 1 /4%
Unless othe;w1§e Qfgx%?ed in fpec1al pool rules, eachjwell
o, 0f less “than Pennsylvanian age} shall be
located on a designated drilling tract consisting of 160 surface ‘contiguous
acres, more or less, substantially in the form of a square which is a
guarter section being a 1ega1 5@1?}§10n of the qﬂ!l!! §g.l.s Public Land
Surveys)and shall xnet be 4!&3£§5'c ioser than 660 “feet to any outer boundary
pme of such tract nor closer than 330 feet to any quarter-quarter section
or subdivision inner boundary nor closer than 1320 feet to the nearest well
drilling to or capable of producing from the same pool Gt

. s r
) !."‘;‘1 Iz ‘| L Jene dy i 41 a{"\ dl)"f
Unless o%bgnwxse provided in spec1al pool rules# eacg‘well

dﬂébhubw&khéa—u-&eigne&ugas pool of Pennsylvanian age or olderAshall be

located on a designated drllllng tract consisting of 320 surface contiguous
acres, more or less, comprising any two contiguous quarter sections of a

single governmental section ing a legal subd1v1520n of the U
,’Suuﬁhy16:€==’=?’ :i%:ﬂg 4u
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Landh\Surveys and shall not be drilled closer than 660 feet to any outer
bounda line of the tract nor closer than 330 feet to any quarter;qharter
sectionxbiisubdivision inner boundary nor closer than 1320 feet to the
nearest wel drillirg to or capable of producing from the same pool.

N )
(b)\‘San Juan, Rio Arriba, and Sandoval Counties -

Unless otherwise provided in special pool rules, each well
drilled within a defined gas pool shall be located on .4 designated drilling
tract consisting of 160 surface contiguous acres, more or less, substantially
in the form of a square which is a gquarter section belng a legal subdivision
of the United States Puﬁilc Land Surveys, and shall be located not closer
than 790 feet to any outefr boundary of the tract nor closer than 130 feet to
any quarter-quarter sectlong}lne or subdivision inner boundary.

D. ACREAGE ASSIGNMENT, COM?LETED WELLS

< I. Well Tests and Classification ‘

It shall be the responsxblllty of the operator of any wildcat
gas well or development gas well to Whlch more than 40 acres has been
dedicated to determine the gas-liquid ‘ratio and the liguid gravity for the
well and to conduct a potential test within 30 days following completion of
-the well and to file the same with 'the COmm1531on within 10 days follow1ng
completlon of the tests. (See Rules 301 and 401.)
; I PR S R
Date of completion fbr a gas well éhall be the date a well-head
is installed or 30 days following conclusion of. actlve completion work on
the well, whichever date comes first.

Upon making a determination that the we11~should not properly
be classified as a gas well, the Commission will reduce the acreage dedi-
cated to the well. "

Failure of’ “the operator to file the aforesaid tests within the

specified time w111'also subject the well to such acreage feductlon.
\’\
N

II. Non—standard Units N
S 7 on N\
¥ . R
Any‘completed gas well which does not have the requlréd amount

of acreage dedlcated to it for the pool or formation in which it l$ completed
may not be produced until a standard unit for the well has been formed and
dedlcated 6r until a non-standard unit has been approved. N

,f The Secretary-Director of the Commission may grant admxnlstratlve
appro al to non-standard gas units without notice and hearing when an appll—
n has been filed for a non-standard unit and the unorthodox size or }
pe of the unit is necessitated by a variation in the legal subdivision "\
f the U. S. Public Land Surveys, or the following facts exist and the
following provisions are complied with:
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fearesk”well”drillin o or c¢apable of producing from the same pool.
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Land Surveys and shall ask be drilled closer than 660 feet to any outeg.
boundary/line of the tract mnor closer than 330 feet to. any quarﬁerfguﬁiger
seé%iop’ ’subdeisi;ﬂ{;ﬁﬁer boundary nor closer than 1320 f€et to the’

(b) San Juan, Rio Arriba, and Sandoval Counties
Jovelop™nt
Unless otherwise provided in special pool rules, each,wel
daillod—uéthinaa'defined gas pool shall be located on a designated drilling
tract consisting of 160 surface contiguous acres, more or less, substantially
in the form of a square which is a quarter section,being a legal subdivision
of the United States Public Land Surveys, and shall be loc¢ated not closer
than 790 feet to any outer boundary of the tract nor closer than 130 feet to
any quarter-quarter section line“or subdivision inner boundary.

{c) All counties except Lea, Chaves, Eddy, Roosevelt, San Juan,
Rio Arriba, and Sandoval

,-l. LA gires ol
AT / o

foy Pnless otherwise provided in special pool rules, eadhywell
dritled-within-a defined gas pool ef—Fese—than—-Permmeyivanien—age shall be
located on a designated drilling tract consisting of 160 surface contiguous
acres, more or less, substantially in the form of a square which is a
quarter section,being a %egai iybdixision of the United States Public Land
Surveys, and shall wet be ‘ closer than 660 feet to any outer boundary
SaPe of such tract nor closer than 330 feet to any quarter-quarter section
or subdivision inner boundary nor closer than 1320 feet to the nearest well

drilling to or capable of producing from tha same pool.

D. ACREAGE ASSIGNMENT, COMPLETED WELLS

I. Well Tests and Classification

It shall be the responsibility of the operator of any wildcat
gas well or development gas well to which more than 40 acres has been
dedicated to, determine—thegas—tigquid—ratio-—and—the—liguid—gravity—for—the
weéérené—be(;onduct a potential test within 30 days following completion of
the well and to file the same with the Commission within 10 days following
completion of the tests. (See Ruleg—383F-amy 401.)

Chrintmas trea

Date of completion for a2 gas well shall be the date a well-head
is installed or 30 days following conclusion of active completion work on
the well, whichever date comes first.

Upon making a determination that the well should not properly

be classified as a gas well, the Commission will reduce the acreage dedi-
cated to the well.

Failure of the operatof to file the aforesaid tests within the
specified time will also subject the well to such acreage reduction.

II. Non-Standard Units

Any completed gas well which does not have the required amount
of acreage dedicated tc it for the pool or formation in which it is completed
may not be produced until a standard unit for the well has been formed and
dedicated or until! a non-standard unit has been approved.

The Secretary-Director of the Commission may grant administrative
approval to non-standard gas units without notice and hearing when an appli-
cation has been filed for a non-standard unit and the unorthodox size or
shape of the unit is necessitated by a variation in the legal subdivision
nf the U. S. Public Land Surveys, or the following facts exist and the
follcocwing provisions are complied with:
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In th? event gas production is encountered in a well A&hich
cted to an oil-producing horizon and which is located accoydingly
oes not conform to the above-described gas well location rule/ it

shall\be necessary for the operator to bring the matter to a hearing before
approvel for the production of gas can be given.

. All counties except Le~- //
Rio Arriba, and Sandov 4

ny well classified as
Chaves, Eddy, Roosevelt, San Juan
on a tract congisting of approxim
stantially in the form of a squar
S. Public Land Surveys, or on a g //
lot and shall be\}ocated not clos !
trart+ _, e - gy e e ———— /
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cated to the well. \\
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Failure of éne operator
specified time will alsd\;ubject tt
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CHIEF ENGINEER
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II. Non-Standard Units

Memo

\
Any completed gas: well w
of acreage dedicated to it for the
may not be produced until a sﬁgndaﬂ
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dedicated or until a non-standdrd u m
100l ana shall pe Locatea not cidser B ,

tract.

C. ACREAGE REQUIREMENTS FOR DEVELOPMENT WELLS

I. 0il Wells, All Countieé

Unless otherwise provided in.special pool rules, each well
drilled within a defined oil 9601 shall be located on a tract consisting
of approximately 40 surface gontiguous acres substantially in the form of
a square which is a legal sybdivision of the United States Public Land
Surveys, or on a governmenﬁal quarter-quarter section or lot and shall not
be drilled closer than 330 feet to any boundary line of such tract or closer

than 660 feet to the nearest well drilling to“gr capable of producing from
the same pool. , B

II. Gas Wells
(a) Le&a, Chaves, Eddy and Roosevelt Codnties

inless otherwise provided in special pool rules, each well
drilied within/é defined gas pool of less than Pennsylvanian age shall be
located on a gesignated drilling tract consisting of l6éysurface contiguous
acres, more ¢gr less, substantially in the form of a squaXe which is a
guarter secfion being a legal subdivision of the United States Public Land
Surveys and shall not be drilled closer than 660 feet to any outer boundary
line of gﬁch tract nor closer than 330 feet to any quarter-quarter section
or subdivision inner boundary nor closcr than 1320 feet to the nearest well
drilling to or capable of producing from the same pool. i

' Unless otherwise provided in special pool rules}:each well
drilled within a defined gas pool of Pennsylvanian age or older shall be
located on a designated drilling tract consisting of 320 surface contiguous
acres, more or less, comprising any two contiguous gquarter sections- of a
single governmental section, being a legal subdivision of the U. S. Public
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The non-standard unit cgnsists of quarter-gquarter sections or lots
that are contiguous by ¥ common bordering sideff}

{b) The non-standard unit lies wholly within a single governmental
quarter section if the well is completed in a pool or formati.n
for which 160 acres is the standard unit size or wholly withir a
single governmental half section if Zhe well is completed i:i a
pool or formation for which 320 acres is the standard unit size.

(c) The applicant presents written consent in the form of waivers from
all offset operators and from all operators owning interests in the
quarter section (for l60-acre pools or formations) or the half-
section (fer 320-acre pools or formations) in which the non-standard
unit is situated and which acreage is not included in said non-
standard unit.

(d) In lieu of paragraph (c¢) of this rule, the applicant may furnish
proof of the fact that all of the aforesaid operators were ncotified
by registered or certified mail of his intent to form such non-
standard unit. The Secretary-Director may approve the application
if no such operator has entered an objection to the formation of such
non~-standard unit within 30 days after the Secretary-Director has

RULE 301. GAS-CIL RATIO TEST
Amend the first paragraph of Section (a) to read as follcws:

Each operatcr shall take a gas-o0il ratio test no sooner than 20<9?ys nor
later than 30 days following the completion or recompletion of each;well,
if (1) the well is a wildcat, or (2) the well is located in a pool which is
not exempt from the requirements of this rule. (Wells completed within one
mile of the outer boundary of a defined oil pool producing from the same
formation shall be governed by the provisions of this rule which are appli-
cable to the pool). The results of the test shall be reported to the Com-
mission on Form C-116 within 10 days following completion of the test. The
gas-oil ratio thus reported shall become effective for proration purposes
cn the first diy of théﬁcalendar month following the date they are reported.

g Pae SRR — AL s .

PROPOSED AMENDMENT RULE 401

RULE 401. METHOD OF DETERMINING NATURAL GAS WELL POTENTIAL
Add the following paragraph to the existing rule: }fffr;iﬁnx

All gas wells which are not connected to a gas gatherin§ facility shall
be tested within 30 days following the installation of afée&&'heaﬂ. Tests
shall e taken in accordance with the "Procedure for Testing Unconnected Gas
Wells" contained in Supplement I to the New Mexico 0il Conservation Commis-
sion "Manual for Back Pressure Tests for Natural Gas Wells."” Tests shall be
reported on Form C-122 in compliance with Rule 1121 and shall be filed with-
in 10 days following completion of the test.
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(2) 1In San Juan, Rio Arviba, and Sandoval Countics, a wildcat well
which is projected to a known gas producing horizon shall be located on a designated
drilling tract consisting of 160 surface contiguous acres, more or lecs, substantially
in the form of a square which is a quarter section being a legal subdivision of the
U. S. Public Land Surveys, and shall be located 990 feet from the outer boundaries of
the tract, provided however, that a tolerance of plus or minus 200 feet is permissible.
Provided further, that no well shall be drilled closer than 130 feet to any quarter-
quarter section or subdivision inner boundary. FProvided further, that the district
supervisor of the Commission shall have authority to grant approval for the spacing of
any wildcat well in accordance with paragraph (b), subsection (1) above when such wild-
cat well is projected to an oil-producing horizon as recognized by the Commission., In
the event gas production is encountered in a well which was projected to an oil-produc-
ing horizon and which is located according to paragraph (b), subsection (1) above but
does not conform to the above-described gas location rule, it shall be necessary for
the operator to bring the matter to a hearing before approval for the production of gas
can be given. In the event oil production is encountered in a well which was projected
to a gas-producing horizon and which is located according to the above-described gas
well location rule but does not conform to paragraph (b), subsection (1) above, it shall
be necessary for the operator to bring the matter to a hearing before apprcval for the
preduction of oil can be given. A '

Coyn
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(¢) Each well drifled within a defined oil pool shall be located on a tract
consisting of approximately 40 surface contiguous acres substantially in the form »f a
square which is a legal sub-division of the United States Public Land Surveys or on a
governmental quarter-quarter section or lot and shall not be drilled closer than 330
feet to any boundary line of such tract or closer than 660 feet to the nearest well
drilling to or capable of producing from the same pool.

-t -
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(d).(1)" EaiL vvell ldrilled within aldefined gas pool shall be located on

L

a designated drilling tract consisting of 160 surface contiguous acres, more or less,
substantially in the form of a square which is a quarter section being a legal sub-
division of the U. S, Public Land Surveys and shall not be drilled closer than 660
feet to any outer boundary line of the tract nor closer than 330 feet to any quarter-
quarter section or subdivision inner boundary nor closer than 1320 feet to a well drill-
ing to or capable of producing from the same pocl, except as uovted in paragraph (2)
P P ET :\ e 0y L R
(2) *In San Juan, Rio Arri%a, and Sandoval Couéties, a well drilled

within a defined gas pool shall be located on a designated drilling tract consisting
of 160 surface contiguous acres, more or less, substantially in the forr of a square
which is a quarier section being a legal sub-division of the U. S, Public Land Surveys
and shall be located 990 feet from the outer boundaries of the tract, provided however,
that a tolerance of plus or minus 200 feet is permissible, Provided further, that no
well shall be drilled closer than 130 feet to any quarter-quarter section or sub-
division inner boundary. —_—
M

@) Notice of Intention to Drill (C-101) for any well shall designate the
exact legal subdivision allotted to the well and no C-101 will be approved by the
Commission or any of its agents without proper designation of acreage,

. ’D,'rec'fofb Sections /B acd

Q‘; The Secretary=of the Commissi shall have authority to grant an ex-
ception to the well location requirements of s above without notice
and hearing where application has been filed in due form and

below. 3 ) /
AC{( \
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The necessity for the unortiodox location is based

i.
on topographical conditions, and

asae-mithin
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{ mon with t
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and Sandoval
feet from the

n San Juan, Rio Arriba,
the radius shall be 790

ion, or

d gas leases within such radius
e proposed location.

(b) All owners o

consent in writing

1
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! cant may furnish
§ erators were notffied by\registered mail of his intent

= to drill an ungrthodox lokation. The Secretary-Director
! of the Commisdion may appriyve the application if, after

' a period of /twenty days folY¥owing the mailing of said

]
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notice, ng’ operator has made objection to the drilling

\ of”phgwgpgptbodox location.

QE) Whenever an exception is granted, the Comm
fset any advantage which the person securing the

ffs
ducers by reason of the unorthodox location.

ission may take such action
M

as will o exception may obtain over

other pro
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(fb If the drilling tract is within an allocated oil pool or is placed

: within such allocated pool at any time after completion of the well and the drilling

5 tract consists of less than 39% acres or more than 40% acres, the top unit allowable
for such well shall be increased or decreased in the proportion that the number of

acres in the drilling tract bears to 40.

ithin an allocated gas pool or is placed

i} If the drilling tﬂect {j/ﬁ
wi allocated pool at any t¥me gfter completion of the well and the drilling
the top unit allowable

traF( consists of less than 158 acreyor more than 162 acres,
fort such well shall be increased op/dAcreased in the proportion that the numboyr of

acres in the drilling tract bearg/to 140,

&33 In comruting acreage under (h) and (i) above, minor fractions of an
acre or more shall count as 1 acre.

acre shall not be counted but %

Qki The provisions of (1} and (i) above shall apply only to wells com-
pleted after January 1, 19530, Nothing berein contained shall affect in any manner
any well completed prior to the effective date of this rule and no adjustments shall
be made in the allowable production for any such wells by reason of these rules.

(1) 1In order to prevent waste the Commission may, after notice and hear-
ing, fix different spacing requirements and require greater acreage for drilling tracts
in any defined oil pool or in any defined gas pool notwithstanding the provisions of

(B and (@ above,

(m) The Commission may approve the pooling IBF communitization of frac-
tional lots of 20,49 acres or less with another oil proration unit when:

12
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1. The units involved are contiguous;
P7 e ¥
2. lﬁart of the same basic lease, carrying the same
rovalty interest; and

3. The ownership of the units involved is common.

Application to the Commission for pooling shall be accompanied by three (3)
copies of a certified plat showing the dimensions and acreage involved in the pooling, the
ownership of all leases and royalty interests involved, and the location of any proposed

wells
x‘jan afle

Applicantg shall furnish all operators who dlreutly ofifs the uifits in-
volved smith a copy of the application to the Commission, and agp&&eaat shall include with
his application a written iiéaﬂi%;*ea hat all offset operators have been properly noti-
fied, oPa—thts-tnetares, Qaﬁset operators shall include only those operators who have
offset properties within the State of New Mexico. The Commission shall wait at least ten
- days before approving any such pooling, and shall approve such pooling only in the
absence of objection from any offset operator. In the event that an operator objeci!s to
the pooling, the Commission shall consider the matter only after proper notice and hearing.

The Commission may waive the ten-day waiting period requirement if the appli-
cant furnishes the Commission with the written consent to the pooling by all offset oper-
ators involved. '

The Commission may consider that the requirements of subparagraphs 2 and 3 of
Paragraph (m) of this rule have been fulfilled if the applicant furnishes with each copy
of each application to the Commission a copy of an executed pooling agreement communitiz-
ing the units involved.

Each well drilled on any communitized tract shall be located in the approx-
imate geographical center of the combined units with a tolerance of 150 feet for topo-
graphical conditions, but in any event shall not be located closer than 330 feet to the
outer boundaries of the proposed proration unit or communitized tract.

" T
RULE 105. P1T FOR CLAY, SHALE AND DRILL CUTTINGS

In order to assure a supply of proper material for mud-laden fluid to confine
oil, gas, or water to their native strata during the drilling of any well, operators shzll
provide before drilling is commenced an adequate pit for the accumulation of drill cuttings.

RULE 106, SEALING OFF STRATA

(a) During the drilling of aay oil or natural gas well, all oil, gas, and
water strata above the producing horizon shall be sealed or separated in order to prevert
their contents from passing into other strata.

(b) All fresh waters and waters of present or probable value for domestic,
commercial or stock purposes shall be corfined to their respective strata and shall be
adequately protected Ly methods approved by the Commission. Special precauticns by
methods satisfactory to the Commission shall be taken in drilling and abandoning wells to
guard against any loss of artesian water from the strata in which it occurs, and the zon-
tamination of artesian water by objectionable water, oil or gas.

13




(c) All water shall be shut off and excluded from tune various oil and ges
bearing strata which are penctrated. Water shut-offs snall ordinarily be wmade by cement:
ing casing.

RULL 107, CASING AND TUBING REQUIREMENTS

(a) All wells drilled for oil or natural ges shall be completed with =
string of casing which shall be properly cemented at a sufficient depth to protect ade-
quately the o0il or natural gas bearing strata to be produced. In addition thereto, such
other casing and cement shall be used as necessary in order to seal off &ll oil, gss, ¢nd

water strata which may be encountered in the well, except the interval (s) to be producec.

Sufficient cement shall be used on surface casing to fill the annular space
back o7 “i:e casing to the top of the hole, provided however, that authorized field per-
sonnel o the Commission may, at their discretion., ellow deviations from the foregoing
requirement when known conditions in a given ares render the same impracticable.

All cementing shall be by pump and plug method unless some other method is
expressly authorized by the Commission.

All casing strings shall be tested and proved satisfactory as provided in
paragraph (c) below,.

(b) After cementing, but before commencing tests required in peragraph (c)
below, all casing strings shall stand cemented in accordance with Option 1 or Option 2
below. Regardless of which option is taken, the casing shall remain stetionary and under
pressure for at least eight hours after the cement has been placed., Casing shall be con-
sidered to be "under pressure' ii some acceptable means of holding pressure is used or if
one or more float valves are employed to hold the cement in place.

OFTION 1.

Allow all casing strings to stand cemented a minimum of eighteen (18) hours
prior to commencing tests. Operators using this option shell report on Form C-103 the
actual time the cement was in place before initiating tests.

OPTION 2,

(May be used in the Counties of San Juan, Rio Arribe, McKinley, Szndoval,
Lea, Eddy, Chaves, and Roosevelt only.) Allow all casing strings to stand cemented until
the cement has reached a compressive strength of at least 500 pounds per squere inch in
the "zone of interest'" before commencing tests, provided however, that no tests shall be
commenced until the cement has been in place for at least eight (8) hours,

The “zone of interest” for surface and intermedizte casing strings shall be
the bottom 20 percent of the casing string, but shall be no more than 1000 feet nor less
than 300 feet of the bottom part of the casing unless the casing is set at less than 300
feet. The "zone of interest" for production casing strings shall include the interval or
intervals where immediate completion is contemplated.

To determine that a minimum compressive strength of 500 pounds per square
inch has been attained, operators shall use the typical performance date for the psar-
ticular cement mix used in the well, at the minimum temperature indiceated for the zone of

14




I - OlLL PRODUCTLON OPERATING PRACTICES
RULE 301, GAS-OIL RATIO TEST

(a) Each operator shall take & pas-oil ratio test nor sooner then 30 days
nor later than 60 days following the completion or recompletion of an oil well, provided
that (1) the well is a wildecat, or (2) the well is located within a pool not exempted
from the requirements of this rule, (Wells located within one mile of the outer bound-
aries of a defined oil pool shall be governed by the provisions of this rule which &re
applicable to the nearest pool producing from the same formation.,) The results of such
test shall be reported on Form C-115, The uas-o0il retio thus reported shall become
effective for proration purposes on tine first day of the calendar month following the
date they are reported.

Each operator shall also take an annuzl ges-oil ratio test of each producing
0il well, located within a pool not exempted from the requirements of this rule, during
a period prescribed by the Commission., A gas-oil ratio survey schedule shall be esteb-
lished by the Commission setting forth the period in which gas-oil ratio tests are to
be taken for each pool wherein & test is required, The gas-oil ratio test applicable
shall be such test designated by the Commission, made by such method and means, and in
such manner as tihe Commission in its discretion mey prescribe from time to time,

(b) The results of gas-oil ratio tests taken during regulsr survey periods
shall be filed with the Commission on Form C-115 not later than the 10th of the montn
following the close of the survey period for tne pool in which the well is located.
The gas-oil ratios thus reported shall become effective for proration purposes on the
first day of the second month following the close of the survey period., Unless Form
C-116 is filed within theé required time limit, no further allowable will be assigned
the affected well until Form C-116 is filed.

(c) 1In the case of special tests tzken between regular gas-oil ratio surveys,
the gas-o0il ratio shall become effective for proretion purposes upon the date Form C-116,
reporting the results of such test, is received by the Proration Department., A special
test does not exempt any well from the regular survey.

(d) Duringms-o0il ratio test, each well shall not be produced at a rate
exceeding top unit allowable for the pool in which it is located by more than 25 per
cent. No well shall be assigned an zllowable greater than the amount of oil produced
on official tests during & 24-hour peviod.

RULE 302. SUBSURFACFE PRESSURE TESTS ON NEW PCOLS

The operator shall make a subsurface preassure test on the discovery well of
any new pool hereafter discovered, and shall report the results thereof to the Commission
within 30 days after the completion of such discovery well. On or before December lst
of each calendar year the Commission shall designate the months in which subsurface
pressure tests shall be taken in designeted pools, Included in the designated list
shall be listed the required Shut-in Pressure time and datum of tests to be taken in
each pool, 1In the event a newly discovered pool is not included in the Commission's
list the Commission shall issue a supplementary Bottom Hole Pressure Schedule. Tests
as designated by the Commission shall only apply to flowing wells in each pool. This
test shall be made by & person qualified by both training and experience to make such
test, and with an approved subsurfece pressure instrument which shall have been cal-
ibrated both prior and subsequent to such test agazinst an approved dead-weight tester.



gtilizstion is desired by the {andowner, tae well need not be filled above & sealing
plug set below the fresh water formation, provided that written agreement for such use
shall be secured from the landowner and filed with the Commission.

RULE 204. L1ABILITY
The owner of any well drilled for oil or gas, ©OT any seismic, core or other

exploratory holes, whether cased oOr uncased, shall be responsible for the plugging
tnereof.




F - NATURAL GAS PRODUCTION ORERATING PRACTICE
RULE 401, METHOD OF DETERMINING NATURAL GAS WELL FOTENTIAL

All operators shall conduct tests to determine the daily open flow potential
volumes of all natural gas wells from which gas is being used or marketed. Such tests
shall be reported on forms prescribed by the Commission within 60 days after: (1) the
date of initial connection of the well to a gas transportation facility and (2) the
date of reconnection following workover.

To establish comparable open flow capacity, wells shall be tested in accord-
ance with the New Mexico 0il Conservation Commission "Manual for Back-Eressure Test
for Natural Gas Wells." 1In the event the Commission approves an alternate method for
testing, all wells producing from a common source of supply shall be tested in a uni-
form and comparable manner.

RULE 402. METHOD AND TIME OF SHUT-IN PRESSURE TESTS

(a) Shut-in pressure tests shall be taken on all natural gas wells annually.
Such tests shall be taken by the operator of the well during the month of July, August,
or September unless otherwise specified by special pool rules or special directive.
Tests shall be reported to the appropriate District Office of the Commission on Form
C-125 not later than October 15 of the same vear.

(b) Shut-in pressures shall be taken with a dead weight gauge after a min-
imum shut-in period of 24 hours. When the shut-in period exceeds 24 hours, the length
of time the well was shut in shall be reported to the Commission.

(c) The Secretary-Director of the Commission may prescribe special shut-in
pressure test periods and procedures for pools when he deems the same necessary in
order to obtain more accurate pressure data.

RULE 403. NATURAL GAS FROM GAS WELLS TO BE MEASURED

All natural gas produced shall be accounted for by metering or other method
approved by the Commission and »eported to the Commission by common purchaser of the
gas. Gas produced from a gas well and delivered to a gas transportation facility shall
be reported by the owner or operator of the rsas transportation facility. Gas produced
from a gas well and required to be repor.. under this rule, which is not delivered to
and reported by a gas transportatio:. facility, shall be reported by the operator of the
well,

RULE 404. NATURA. ©AS UTILIZATION

(a) After the completion of a natural gas well, no gas from such well shall
be (1) permitted to escape to the air, (2) used expansively in erngines or pumps and
then vented, or {3) used to gas-lift wells unless all gas produced is processed in a
gasoline plant, used in the manufacture of carbon black, or beneficially used there-
after without waste. |

(b) Carbon black plants may utilize natural gas only in those instances in
which all casinghead gas and residue gas produced in the vicinity of or which may reason- ‘
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ably be reached from the carbon black plant, is beinp used benefically.

(¢) Any carbon black plant hereinafter constructed, or any existing carbon
black plant which enlarges or expands its facilities for the manufacturer of carbon black,
may utilize natural gas in the manufacture of carbon black only after permission of the

Commission is obtained upon due notice and hearing.

RULE 405, STORAGE GAS

With the exception of the requirement to meter and report monthly the anount
of gas injected and the amount of gas withdrawn from storage in the absence of waste
these rules and regulations shall not apply to gas being injected into or removed from

QA

RULE 406. CARBON DIOXIDE

(a) Insofar as is applicable, the statewide regulations relating to gas,
natural gas, gas wells, gas reservoirs, shall also epply to carbon dioxide, carbon di-
oxide wells, and carbon dioxide reservoirs.

{(b) Copies of rules and regulations particularly affecting carbon dioxide
gas fields, insofar as they may vary from these general rules and regulations for oil
and natural gas, may be obtained from the Commission office in Santa Fe.



