CASE_3501: Motion <f the OCC to
consider amending Commission
ORDER NO, R-1670, as amended.
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NBEW MEXICO

CASE No. 3501
Order No. R-3168

IN THE MATTER OF THE HEARING CALLED BY
THE OIL CONSERVATION COCMMISSION ON ITS
OWN MOTION TO CONSIDER AMENDING COMMIS-
SION ORDER KO. R-1670, AS AMENDED, WHICH
GOVERNSE ALL PRORATED GAS POOLS IN SAN
JUAN, RIO ARRIBA, SANDOVAL, LEA, EDDY,
AND ROOSEVELT COUNTIES, NEW MEXICO.

ORDER OF THT COMMISSION

BY THE COMMISSJION:

This cause came on for hearing at 9 a.m. on December 7, 1966,
at Santa Fe, New Mexico, before Examiner Zlvis A, Utsz,

NOW, on this_22nd _day of December, 1966, the Commixsion, a
quorum being present, having considered the testimony, the record,
- % the recommendations of the Examiner, and being fully advised

“in the premises,

PINDS:

(1) That due public notice having besn given as required by
- law, the Commission has jurisdiction of this cause and the subject

matter thereof.

(2) That by Order No. R-1670, dated May 20, 1960, as amended,
'General Rules and Regulations were adopted for the Prorated Gas
Pools of Northwestern New Mexico and Southeasztern Hew Mexico,

(3) That Rule 5(B) and Rule 5(C) of the General Rules and
Reculations for Northwestern New Mexico and Southeastern New
‘Maxico, respectively, provide that the Secretary-Director of the
Commission may approve non-standard units without notice and
hearing under specified conditions.

(4) That Rule S(B) of Order No. R-1670-C, as amended,
amending Order No. R-1670 and promulgating Special Rules and
Regulations for tne Basin-Dakota Gas Pcol in addition to the
General Rules and Regulations for Northwestern New Mexico,
provides that the Secretary-Director of the Commission may
approve non-standard units without notice and hearing under
specified conditions.
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(5) That Rule 5(B) of Order No. R-1670, as amended, promul-
qgating Special Rules and Regulations for the West Kutx-Pictured
Cliffs Gas Pool in addition to the General Rules and Regulations
for Northwestern New Mexico limits the authority of the Secretary-
Director of the Commission to approve a non-standard gas proration
unit to one that does not exceed 2640 feet in length or width.

(6) That Rule 5(C) of Order No. R-1670-E amending Order
Fo., R~1670 and promiulgating Special Rules and Regulations for the
Atoka-Pennsylvanian Gas Pool in addition to the General Rules and
Regulations for Southeastern New Mexico provides that the Secretary-
Director may approve ncn-standard units without notice and hearing

under specified conditions.

(7) That in order to ease the administrative burden upon
operators and Commission, thereby preventing economic waste, Rule
5(B) and Rule 5(C) of the General Rules and Regulations governing
the Prorated Gas Pools of Northwestern and Southeastern New Mexico,
respectively, should be amendsd t0 allow the District Supervisor
of the appropriate District Office of the Commission and the
Secretary-Director of the Commission to approve, under specified
conditions, without notice and hearing and without notice to
offset operators, non-standard units occasioned by variations in
the legal subdivision of the United States Public Lands Survey.

{(8) That in order to provide for more uniformity of rules,
Rule 5(B) of the Special Rules and Regqulatione governing the
Basin-Dakota Gas Pool, Rule 5(B) of the Special Rules and Regula-
tions governing the West Kutz-Pictured Cliffs Gas Pool, and@ Rule
5(C) of the Special Rules and Regulations governing the Atoka-
Pennsylvanian Gas Pool should be deleted from said Special Rules

and Requlations,

T ORE ORDERED:

(1) That Rule 5(B) of the General Rules and Regulations
governing the Prorated Gas Pools cf Northwestern New Mexico,

promulgated by Order No. R-1670, as amended, is hereby amended
to read in its entirety as follows:

"RULE 5(B)s

1. The District Supervisor of the appropriate district office
of the Commission shall have the authority to approve a non-standard
unit as an exception to Rule 5(A) without notice and hearing when
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the unorthodox size or shape of the unit is necessitated by a
variation in the legal subdivieion of the U, §. Public Land
Surveys and the non-standard unit is not less than 75% nor mcre
than 125% of a standard unit.

2. The District Supervisor of the appropriate district
office of the Commission may approve the non-standard unit by:

(a) Accepting a plat showing the proposed non-standard
unit and the acreage to be dedicated to the non-standard unit, and

{b) Assigning an allowable to the non-standard unit,

3. The Secretary-Director of the Commission shall have
authority to grant an exception to Rule 5(A) without notice and
hearing where an application has been filed in due form and when
the unorthodox size or shape of the tract iz due to a variation
in the legal subdivision of the U, S, Public Land Surveys and the
non-standard unit is less than 75% or more than 125% of a standard
unit, ¢x where the following facts exist and the following provi-

siona are complied with:

{(a) The proposed non-standard proration unit consists
of less acreage than a standard proration unit;

() The non-standard gas proration unit consists of
‘contiguous quarter-quarter sections and/or lots;

(c) The non-standard gas proration unit lies wholly
within a single governmental section;

{d) The entire non-standard gas proration unit may
reasonadly bes presumed to be productive of gas from the designated

gas pool;

() The applicant presente written consent in the form
of walvers from:

(1) 3All operators owning interests outside the
non-standard gas proration unit but in the same section in which
any part of the non-standard gas proration unit isg situated, and

{2) All operators owning interests in acreage off-
setting the non-standard gas proration unit,

{(f) In lieu of subparagraph (#) of this rule, the
applicant may furniash proof of the fact that said offset operators
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were notified by registered mail of his intent to form such non-
standard ga: proration unit, (This notification to offset operators
should consist of the same information that is furnished to the Com-
mission). The Secretary-Director of the Commission wmay approve the
application if, after a period of 30 days following the mailing of
said notice, no operator has made objection to formation of such
non-standard gas proration unit.”

{(2) That Rule 5(C) of the General Ruleg and Regulations
governing the Prorated Gae Pools of Socutheastern New Mexico
promulgated by Order No. R-1670, as amended, is hereby amended
to read in its entirety as follows:

"RULE S5(C) s

1. The District Supervisor of the appropriate district office
of the Commission shall have authority to approve a non-standard
‘unit as an exception to Rule 5(A) without notice and hearing when
the unorthodox sige or shape of the unit is necessitated by a
variation in the legal subdivision of the U, §. Public Land Surveys
and the non-standard unit is not less than 75% nor more than 125%

of a standard unit.

2. The District Supervisor of the appropriate district office
‘'0f the Commission may approve the non-standard unit by:

: (a) Accepting a plat showing the proposed non-standard
unit and the acreage to be dedicated to the non-standard unit, and

(b} Assigning an allowable to the non-standard unit.

3. The Secretary-Director of the Commission shall have
‘authority to grant an exception to Rule 5(A) without notice and
hearing where an application has been filed in due form and when
the unorthodox size or shape of the tract is due to a variation
'in the legal subdivision of the U. §. Public Land Surveys and the
non-standard unit is less than 75% cor more than 125% of a standard
unit, gor whers the following facts exist and the following provi-

giong are complied with:

(a) The proposed non-standard proxation unit consists
of less acreage than a standard proration unit;

(v) The non-standard gas proration unit consists of
contiguous quarter-quarter sections and/or lots:
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(c} The non-standard gas proration unit lies wholly
within a single governnental section;

(d) The entire non-standard gas proration unit may
reasonably be presumed to be productive of gas from the designated

gas pool;

(e) The applicant presents written consent in the form
of waivers from:

(1) All operators owning interests ocutside the
noii-standard gas proration unit but in the same section in which
any part of the non-standard gas proration unit is situated, and

(2) All operators owning interests in acreage off-
setting the non-standard gas proration unit.

(f) In lieu of subparagraph (e) of this rule, the
applicant may furnish proof of the fact that said offset operators
were notified by registered wmail of his intent to form such non-
.standard gas proration unit. (This notification to offset operators
should consist of the same information that is furnished to the Com-—
mission). The Secretary-Director of the Commission may approve the
-application if, after a period of 30 days following the mailing of
‘sald notice, no operator has made objection to formation of such
non-standaxd gas proration unit.”

(3) That Rule 5(B) of the Special Rules and Regulations
governing the Basin-Dakota Gas Pool promulgated by Order No.
R-1670, as amended, is hereby deletad from said Special Rules
and Regulations.

(4) That Rule 5(B) of the Special Rules and Regulations
governing the West Kutz-Pictured Cliffs Gas Pool promulgated by
Order No. R-1670, as amended, is hereby deleted from said Special
Rules and Regulations.

{(5) That Rule 5(C) of the Special Rules and Regulations
governing the Atoka-Pennsylvanian Gas Pool promulgated by Order
No. R-1670-E is hereby deleted from said Special Rules and
Ragulations.

(6) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem neces-

sary.
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DOMR at Santa Fe, NHew Mexico, on the day and year hereinabove
designated,

STATE OF NEW MEXICO
. OXL CONBERVATION COMMISSION

S - !
JACK M. Bsézszqairman

; ,4':/3, =

B. HAYS, 4

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

esx/



GOVERNOR
JACK M, CAMPBELL
CHAIRMAN

State of New Mexico
®il Qonservation Commission

STATE GEQLOGIST
GUYTON 8, HAYS I A. L. PORTER, JR.
HEMBER SECRETARY - DIRECTOR
P, O. BOX 2088 ’
SANTA FE

LAND COMMISSIONER

December 22, 1966

~Mr. Carl Harpke ‘ Re: Case No. 3501
Pan American Petroleum Corporation Order No. R-3168
Post Office Box 1410 Applicant:

Fort Worth, Texas

Dear Sir:

.Bnclosed herewith are two copies of the above-referenced Com-
mission order recently entered in the subject case.

Very truly yours,

{4 ,,,;z;.,Q,

A. L. PORTER, Jr.
Secretary-Director

ix/
Carbon copy of order alsc sent to:

Hobbs occ__¥
Artesia occ

Aztec OCC X
OTHER
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T E X AC O

I N C.
PETROLEDIM PRODUCTS SR ~
b b ©
DOMESTIC PRODUCING DEPARTMENT TE -) P. 0. BOX 3109
MIDLAND DIVISION MIDLAND, TEXAS
J. H. MARKLEY, DIVISION MANAGER December 5 R 1966

EXAMINER HEARING - DOCKET NO. 31-66
NON-STANDARD GAS PRORATION UNITS

01l Conservation Commission
of New Mexico

P. 0. Box 2088

Santa Fe, New Mexico

Attn: Mr, A. L. Porter, Jr.

Gentlemen:

Texaco Inc, will not be represented at the above subject
examiner hearing scheduled for December 7, 1966, but by this letter
wishes to make i1ts position a part of the record with regard %o
Case No, 3501. In this case, conslderation 1s to be given to amend-
ment of Order No. R-167C to provide for approval of non-standard gas
proration units without hearing or without notification to offset
operators, provided that the unit size results from a deviation in
the U. S. Public Lands Survey and is within from 75% to 125% of a
standard unit size. Texaco Inc. concurs with these proposed amend-
ments and recommends that they be adopted by the 01l Conservation

Commission.

It 1s noted that Order No. R-1670 already provides for
approval of non-standard gas proration unlts so long as the unit 1s
in compliance with certaln prescribed requirements, One of the
present requilrements 1is that the non-standard unit consist of less
acreage than a standard unit. We concur that thils requirement should
be amended to provide for a non-standard unit within from 75% to 125%
of a standard unit size. Another requirement of the present order 1is
that offset operators be notifled of the application. Texaco Inc.
concurs that this requirement can be eliminated.

Yours very truly,

977 /e d o
CLW:j1 //MWZ&WL/?
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5[ (@a.;”; C)/Zalural Cgjas @ompany
6[ g)aao, gcxas 79999

December 2, 1966

New Mexico Oil Conservation Commission
P. O. Box 2088
Santa Fe. New Mexico 87501
k Re: Case 3501~
Gentlemen:

On December 7, 1966 an Examiner will hear the above referved to Case
called by the Commission on its own motion to consider amending
Commission Order No. R-1670 which governs all prorated gas pools in
the San Juan Basin.

The amendment would providc a system for the approval of a non-standard
gas proration unit without a hearing or without notification to offset operators
provided said non -standard units result from a deviation in the United States
Public Lands Survey and provided the size of the unit is within from 75% to
125% of a standard unit size in its respective pool.

El Paso believes that this amendment will be of benefit to the Commission and
industry alike and recommends its adoption. In establishing the systerm of
administrative approval, it is recommended that provisions be adopted which
will result in denial of administrative approval when the unit requested would
leave small tracts that cannot be reasonably joined to other or future proration

units.

Respectfully submitted,

' \\Q‘.J)Jj.?f——
F. No n Woodruff, Mafager

Gas Proration Operations

FNW:mgs
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4130 EAST MEXICO AVENUE

OENVER. COLORATO 80222
PHONE: 757.544&%

-

(////)f Gettrtind €t 2 Gy, I er.

December 5, 1966

bh Ui

Qil and Gas Conservation Commission
State of New Mexico

State Land Office Building

Santa Fe, New Mexico

Attention Mr. Elvis A. Utz

Gentlemen:

This is to advise you that Consolidated Oil & Gas, Inc.,
is in favor of the Commission's motion to amend Commission
Order No. R-1670 with respect to non-standard gas proration

units.

It is our belief that requiring a hearing on these non-
standard units, which results from a variation in the U. S.
Survey Plats, creates an unsatisfactory and undue burden to
the Oil and Gas Conservation Commission.

Yours very truly,
CONSOLIDATED OIL & GAS, INC.

Doy 72

Robert B. Tenison
Vice President

RBT:1i




Docket No. 31-66

o

DOCKET: EXAMINER HEARINC- WEDNZSDAY - DECEMBER /, 196G

9 A.M. - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will be heard before Elvis A. Utz, Examirer, or Daniel S.
Nutter, Alternate Examiner:

CASE 3500: 1In the matter of the hearing called by the 0il Conservation
Commission on its own motion to permit all operators in the
Vacuum Field, lLea Cournty, New Mexico, tc show cause why the
disposal of produced salt water in unlined pits should be
permitted in the Vacuum Field.

CASE 3501: 1In the matter of the hearing called by the 0il Conservation
Commissicn on its own motion to consider amending Commission
Order No. R-1670, as amended, which governs all prorated gas
pools in San Juan, Rio Arriba, Sandoval, Lea, Eddy, and
Roosevelt Counties, New Mexico. The Commission will consider
amending said order to provide a system for the approval of a
non-standard gas proration unit without a hearing or without
notification to offset operators provided said non-standard
units result from a deviation in the United States Public
Lands Survey and provided the size of the unit is within from
75 percent to 125 percent of a standard unit size in its
respective pool.

CASE 3351: (Reopened)
In the matter of Case No. 3351 being reopened pursuant to the
provisions of QO~der No. R~3022, which order established 640-
acre spacing units for the Dos Hermanos-Morrow Gas Pool, Eddy
County, New Mexico, for a period of one vear. All interested
parties may appear and show cause why se&.. suol should not be
developed on 320-acre spacing units.

CASE 3348: (Reopened)

In the matter of Case No. 3348 being reopened pursuant to the
provisions of Order No. R-~-3019, which order established 80-
acre spacing units for the South Prairie-San Andres Pool,
Roosevelt County, New Mexico, for a pericd of one year. A1l
interested parties may appear and show cause why said pool
should not be developed on 40-acre spacing units.
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Memo -.

Emery Arnold
Supervisor District #3
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PROPOSED REVISION ORCER R-1670

Rule 5-A 1670 - General Rules (No Change)

Rule 5-B

The Secretary Director of the Commission shall have authority to
grant exception to Rule 5-A without notice and hearing where an
application has been filed in due form and where the unorthodox size
or shape of the tract is due to a variation in the legal subdivision
of the U, S. Public Land Survey and contains more acreage than a
standard unit or where the following facts exist and the following | q LvoD

PRt

provisions are complied with: A oabu

R-1670-C  Paragraphs 1,2,3,5 & 6
Basin Dakota Rules, delete paragraph b

Add;

Rule 5-C
The District Supervisor shall have authority to approve a non-

standard proration unit whose unorthodox size or snape is due to
variations in the legal subdivision of the U, S, Public Land Survey
and which contains less acreage than a standard unit.
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Emery Arnold
Supervisor District #3
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BH.. CDN..:ERVAT!CIN CaMMiISsIaN
1000 RIO BRAZOS ROAD
AZTEC, NEW MEXICD

August 30, 1966

D. J. Simmons, et al
3590 McCart Street
Fort Worth, Texas

Attn: Ashton B, Ceren, Jr.

Dear Mr, Geren:

We have two coples of your Application for Permlt to Driil for the
Simmons #2 well located In the NEL Sectlon 26~2%H~9W, Your acrazge
dedlcatlon plat for this well Ind!cates 160 zcres dedlceated, betng

the NE} of Sectlon 26,

We have a dependent resurvey plat dated July 2, 1952 which Indlcates
that there are only 146,13 acvres In the NEL of Section 26. VWe are,
thereiore, correcting your acrcage dedication plat to 145,13 acres.

As the rule presently stands, thls also makes it a non=standard unit
which will require administrative epproval from our Santa Fe Qfflce. .
You should write a letter to Mr, A. L. Porter, Secrctary-Director of
the Commisslon In Santa Fe and request zpprovel of the non-standerd
unlt on the grounds that the unorthodox size of the tract Is due to

a variation In the U,§, Public Land Survey. Mr. Porter will then Issue

an order gpproving the urlt,
1f you have any questlons regarding the matter, please contact us,

Yours very truly

ECA: ks ’ - Emery C. Arnold :
//f/ Supervisor, District #3
cc: 0l Conservation Commission

Senta Fe, New lexlco
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DISTRICT 111 NON-STANDARD UNITS WHICH LACK
ADMINISTRATIVE APPROVAL

OPERATOR WELL LOCATICN PO0L ACREAGE FACTOR
~ SHAR-ALAN
Morelaock Com #1 7-23~-1 So. Blanco PC 152.8% (.56)
Evans Fed. #1 18-23~1 it 153.4 (.96)
Duff B Fed. #l 1g-23-1 u 153.74 (.97)
v SHERMAN WAGENSELLER
Jicarilla 162 #2 D 19-23-2 So., Blanco PC 152.9 (.96}
- EL PASO NAT., GAS
Lindrith Unit #47 N 30-24-2 So. Blanco PC 152.25 (.25)
i #54 K 31-24-2 o 152.21  (.95)
Jicarilla H #13 A 7244 © 164,95 {1.03)
Huerfano U #149 K 18-25-8 Basin Dakota 324,24 (1.01)
Reames #3 H 19-26-6 So. B8lanco PC 162,14 (1.01Wwv 31>
Huerfanite U #80 B 10-26-9 Basin Dakota 3154 {.89)
Huerfano #4 F 24-25-10 1 160 (.50)
San Juan 28-6 U #105 N 35-28-6 * 325.52 (1.02)
" 28-7 NP #94 N 30-~28-7 So. Blanco PC  152.9 (.96)
" 28-7 U #36 N 31-28-7 © 148.6 (.93)
" 28-7 #72 L 35-28-7 » 164,7 (1.03)
Bolack B #5 J 33-23-8 148,18 (.93) "wus3¥
Storey #2 M 35-28-8 Blanco MV 306.8 {.96)
3 Grambling #3 N 22-29-9 @ 311.8 (.97)
: T Green Com #l F 36-29-9 Aztec PC 155.4 {.97)
Ludwick #2k C 6-20-10 155.22  (.97) pvic £ 30
Ludwick #23 D 19-30-10 ¥ 156.1 (.98)
Atlantic C #& N 31-31-10 Blanco MV 3i2.56 {.98)
Mudge #28 0 20-31-11 Aztec PC 151.62 (.95)Nwwn 534
Mudge #26 L 21-31~=11 Basin Dakota 304,31 (.95)
Wi Vo Ju -2t Badkie Pk Bapdag B
« SOUTHERN UN JON GAS
Jicarilla 6 #l L 1-26-5 Blanco MV 279.96 (.87)
SUP #5 8 14~28-11 Fulcher Kutz PC 80.00 (.50)
" MOUNTAIN STATES NAT, GAS
f Nickson #2 0 35-26-8 Ballard PC 141,69 (.90}
v PAN AMERICAN PETRO. CORP,
GCU #89 C 6-27-12 Basin Dakota 304,28 (.95)
~ MOBIL QIL CO.
H. K. Riddle #! M 7-27-12 Basin Dakota 152.56 (.48)
" AZTEC O & G €O,
Reid #20 A 19-28-9 Basin Dakota 301.72 (.94)
s #21 ! 19-28~9 302.78 (.gh)
Grenier #17 D 6-31-11 311.42 (.27)
Davis #10 ¢ 12-31-12 " 276.94 (.87}
Grewiec #/5 £ 19300
© UNION TEXAS ™~ = v, A 20 oo
pritchard #2 M 6-29-8 Blanco MV 291.83 (.91)
Culpepper Martin #3 H 7-31-12 Basin Dakota 305. (.96)
“ TENNECO C!L CO,
Florance #41 A 21-29-9 Blanco MV 312.9 {.98)
" #20 5 24-30-9 Basin Dakota 348.62 (1.09) Vwiw i f 0

(37 /~ o roe
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EXHISIT 1
CASE 3501
RULE 5 (B) NORTHWEST NEW MEXICO GAS RULES

1. The District Supervisor of the appropriate district
office of the Commission shall have the authority to approve

a non-standard unit as an exception to Rule 5 (A} without noti

o
"AN ASVYD

and hearing when the unorthodox size ox shape of the unit is nek
sitated by a variation in the legal subdivision of the U. S. Publ
Landy,surveys and the non-standard unit is not less than 75% norx

more than 125% of a standarxd unit.

2. The District Supervisor of the appropriate district

office of the Commission may approve the non-standard unit by:
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(a) Accepting a plat showing the proposed non-standard
unit and the acreage to be dedicated to the non~standard unit, and
(b) Assigning an allowable to the ncn-standard unit.

3. fThe Secrctary-Director of Lhe Commission shall have
authority to grant an exception to Rule 5 (A) without notice and
hearing where an application has been filed in due form and when
the unorthodox size orxr shape of the tract is due to a variation
in the legal subdivision of the U, S. Public Land Surveys and the
non-standard unit is less than 75% or more than 125% of a standard
unit, or where the following facts exist and the following pro-
visions are complied with:

(a) The proposed rnon-standard proration unit consists
of less acreage than a standard proration unit;
(b) The non-standard gas proration unit consists of

contiquous gquarter-quarter sections and/or lots;




(c) The non-standard gas proration unit lies wholly
within a single governmental section;

(d} The entire non~standard gas proration unit may
reasonably be presumed to be productive of gas from the designated
gas pool; |

(e} The applicant presents written consent in the form
of wailvers from:

(1) All operators owning interests outside the
non-standard gas proration unit but in the same section in which
any part of the non-standard gas proration unit is situated, and

(2) All operators owning interests in acreage off-
setting the non-standard gas proration unit

(£) In lieu of subparagraph (e) of this rule, the
applicant may furnish proof of the fact that said offset operators
were notified by registered mail of his intent to form such non-
standard gas proration unit. (This notification to offset operators
should consist of the same information that is furnished to the Com-
mission)}. The Secretary-Director of the Commission may approve the
application if, after a period of 30 days following the mailing of
said notice, no operator has made objection to formation of such

non-standard gas proration unit.




EsiBIT 2

CasE 3504

RULE 5(C) SOUTHEAST NEW MEXICO GAS RULES

1. The District Supervisor of the appropriate district

office of the Commission shall have the authority to approve 9 ’ rc_~) -
a non-standard unit as an exception to Rule 5 (A) without notid-eg") l;\: 8 l‘8n
and hearing when the unorthodox size or shape of the unit is n#c.%sm é '_Zr{
sitated by a variation in the legal subdivision of the U. S. Pzﬁliéf 31 ;2
[

Land Surveys and the non~-standard unit is not less than 75% nor(\li Eﬁ ;;
more than 125% of a standard unit. Lksj é ;z

2., The District Supervisor of the appropriate district S)_ V)g z
office of the Commission may approve the non-standard unit by: (zj --f\l'l

(a) Accepting a plat showing the proposed non-standard
unit and the acreage to be dedicated to the non-standard unit, and
(b} Assigning an allowable to the non-standard unit.
3. The Secretary-Director of the Commission shall have
authority to grant an exception to Rule 5 (a) without notice and

hearing where an application has been filed in due form and when

the unorthodox size or shape of the tract is due to a variation

in the legal subdivision of the U. S. Public Land Surveys and the
non~-standard unit is less than 75% or more than 125% of a standard

unit, or where the following facts exist and the following pro-

visions are complied with:

(a) The proposed non-standard proration unit consists

of less acreage than a standard proration unit;

(b} The non-standard gas proration unit consists of

contiguous quarter-quarter sections and/or lots;




{c) The non-standard gas proration unit lies wholly
within a single governmental section;

(d) The entire non-standard gas proration unit may
reasonably be presumed to be productive of gas from the designated
gas pool; |

(e) The applicant presents written consent in the form
of waivers from:

(1) All operators owning interests outside the
non-standard gas proration unit but in the same section in which
any part of the non-standard gas proration unit is situwated, and

(2} All cperators owning interests in acreage off-
setting the non-standard gas proration unit

(£) In lieu of subparagraph {(e) of this rule, the
applicant may furnish proof of the fact that said offset operators
were notified by registered mail of his intent to form such non-
standard gas proration unit. (This notification to offset operators
should consist of the same information that is furnished to the Com-
mission). The Secretary-Director of the Commission may approve the
application if, after a period of 30 days following the mailing of
said notice, no operator has made objection to formation of such

non-standard gas proration unit.
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BEFORLE THE

NEW MEXICO QIL CONSERVATION COMMISSION
Santa Fe, New Mexico
December 7, 1966

i
i

IN THE MATTER OF:

A A R W

In the matter of the hearing called by
the 0il Conservation Commission on

its own motion to consider amending
Commission QOrder No. R-1670, as
amended, which governs all prorated
gas pools in San Juan, Rio Arriba,
Sandoval, Lea, Eddy, and Roosevelt
Counties, New Mexico. The Commission
will consider amending said order to
provide a system for the approval of

a non-standard gas proration unit
without a hearing or without
notification to offset operators
provided said non-standard units
result from a deviation in the

United States Public Lands Survey and
provided the size of the unit is
within from 75 percent to 125 percent
of a standard unit size in its
respective pool.

Case No. 3501
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BEFORE:

Elvis A. Utz, Examiner

Transcript of Hearing
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T T T T _,,,__._,,____.A____.._._g_____,_;————

MR. UTZ: Hearing will come to order, please.

MR. HATCH: Next case on the docket is 3501.
case 3501: In the matter of the hearing called by the 0Oil

conservation Commission on its own motion to consider amending

Commission Order No. R-1670, as amended, which governs all

prorated gas pools in San Juan, Rio Arriba, candoval, Lea,
Eddy, and Roosevelt counties, New Mexico. The Commission

will consider amending said order to provide a system for

256-1294 ® ALBUQUERQUE, NEW MEXICO 87108

the approval of a non-standard gas proration unit without a
hearing or without notification to of fset operators provided

said non-standard units result from a deviation in the United
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@ P.O. BOX 1092 ® PHONE 243-069) ® ALBUGUERQUE, NEW MEXICO 87101

States Public Lands Survey and provided the size of the unit

is within from 75 percent toO 125 percent of a standard unit
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gsize in its respective pool.

MR. HATCH: If the Txaminer, please, George Hatch
appearing for the Commission and I will have one witness.
MR. UTZ: Witness stand and be sworn.
(Witness sworn)
MR. UTZ: Are there appearances in this case, other

appearances?

MR. HARPKE: Carl F. Harpke with Pan American

petroleum Company. I would like to make a prief statement

| at the end of Mr. Nutters' presentation.

MR. UTZ: Other appearances? vou may proceed.

U T e
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D. S. NUTTER, called as a witness, having been first
duly sworn on oath, was examined and testified as follows:

DIRECT EXAMINATION

BY MR. HATCH:

Q wWould you state your name and position for the

record, please?

® ALBUQUERQUE, NEW MEXICO 87101
ALBUQUERQUE, NEW MEXICO 87108

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

A D. S. Nutter, Chief Engineer for the 0il
, 23
§§ Conservation Commission.
o 5% Q Are you familiar with Case 3501 and what it
- gz
e .E
— §. | proposes?
ao w S
‘as <%
= g% A Yes, sir, I am.
. b
S ¥ 3 .
as 85 Q what rule or rules are you recommending be
= wZ
— iz . . .
gg »a amended, in particular what rule are you recomnending be
[~ =]
-+ - &

amended that will affect prorated gas pools of Northwest

New Mexico?

A Recommending that Rule 5 (B) of Order Number
R-1670 which governs the prorated gas pools of Northwest
New Mexico be amended.

Q What pools will be affected if the Commicsion
sees fit to follow your recommendation?

A In Northwest New Mexico the following pools

would be affected: Blanco Mesaverde Pool, Basin Dakota Pool,

Aztec Piectured Cliffs Pool, Ballard Pictured Cliffs Pool,
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South Blanc® pictured cliffs Poolngulcher KutZVPictured
Ccliffs Pool, West Kutz pictured cliffs Pool. papacito-

pictured cliffs Pool, also the pevil's Fork Gallup Pool is

included on order 1670. However, I wouldn't recommend any

change in Rule S5 (B) for that pool. I will explain that

later.

Q What particular changes Gdo you propose for

rule 5 (B)?

A 1 would recommend, pasically. that General Rule

5 (B) of Order 1670 as it relates to northwestexrn New MexicoO

X 1092 ¢ PHONE 243-6691 ® ALBUQUERQUE, NEW MEXICO 87101
EAST @ PHONE 256-1294 ¢ ALBUQUERQUE, NEW MEXICO 87108

pe amended to read in its entirety as follows:
nrule 5 (B): paragraph 1. The District Supervisor of the

appropriate pistrict office of the Commission shall have the

1120 SIMMS BLDG. ¢ p.0. BO
1205 FIRST NATIONAL BANK

authority to approve a non-standard unit as an exception to
Rule 5 (3) without notice and hearing when the unorthodox
size and shape of units, necessitated by a variation in the
legal subdivision of the U. S. public Land surveys and the
non-standard unit is not less than 75 percent nor more than

125 percent of a standarxd unit.”

Now, at this point I would like to explain that
Rule 5 (a) of order 1670 describes what a standard unit is
for the various pools. In the 160-acre pools it states, "a

standard wnit shall consist of 160 acres, peing a quarter gection
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race 5§

and the 320-acre pools, it states standafd unit should
consist of 320 acres being a half section.

Paragraph 2 of the proposed Rule would read as
follows: "The District Supervisor of the appropriate District
Office of the Commission may approve the non~standard unit
by: (A) Accepting a plat showing the proposed non-standaré
unit and the acreage to be dedicated to thc pobegtandard
unit and (B) Assigning allowable to the non-standard unit.

Paragraph 3: "The Secretary-Director of the
Commission shall have authority to grant an exception to
Rule 5 (A) without notice and hearing where an application
has been filed in due form and where the unorthcdox size
and shape of the tract is due to a variation in legal
subdivision of the U. S. Public Land Surveys in the
non-standard units less than 75 percent or more than 125 per-
cent of a standard unit or where the following facts
exist and the following provisions are applied.

But now we are getting into the area which is present
covered by Rule 53 (B). Now, in other words, the District
Supervisor could approve the non-standard unit if the
acreage was more than 75 percent but less than 125 percent
of a non-standard unit by accepting a plat and assigning
allowable,

0] Would that be in all cases?

tly




A This is only on account of a variation in
public land surveys. The Secretary-Director would have the
administrative authority to approve the non-standard unit in
the usual manner providing that the acreage Was less than
75 percent Or more than 125 percent on account of a survey
or when it's a nen-standard unit not due O yvariation in the

survey, when the following facts exist and the following

6491 ® ALBUQUERQUE, NEW MEXICO 82101
294 & ALBUQUERQUE, NEW MEXICO 87108

provisions are complied with:

A "The non-standard proration unit if of less

acreage than the standard proration unit.

DEPOSITIONS, HEARINGS, STATE MENTS, EXPERT YESTIMONY, DAILY COPY, CONVENTIONS
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2 B The non-standard proration unit consists of
2

i 5 . .

- 88 contiguous uarter-quarter gections and/or lots.
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é X C The non-standard gas proration unit lies
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wholly within a single qovermental section.

D The entire non-standard gas proration unit
may reasonably be presumed to be productive of gas from the
designated gas pool.

E The applicant presents written consent in the
form of waivers from: 1. All operators owning interests
outside the non-standard gas proration unit but in the same
gection in which any part of the aqas proration unit is

gituated, and 2: All operators owning interests in acreage

offsetting the non-standard gas proration unit"

P vIn lieu of paragraph E" == which requires s
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waivers -- "in lieu of Paragraph E this rule, the applicant
may furnish proof of the fact that the offset operators were
notlfied by registered mail of his intent to form a non-
standard gas proration unit, (this notification to offset
operators should consist of the same information that 1s
furnished to the Commission.) The Secretary-Director of the
Commission may approve the application if after a period of
thirty days following the mailing of said notice no operator
has made objection to formation of such non-standard gas
proration units."

Q Has that been marked as an Exhibit, Mr. Nutter?

A Yes, sir, this proposed rule for Northwest New
Mexico is identified as Rule 5 (B) Northwest New Mexico Gas
Rules, Exhibit 1, Case 3501.

Q Do you have any particular change for the Basin
Dakota Gas Pool which you are recommending?

A Yes, sir. The Basin Dakota Gas Pool has --
first of all I might state that the General Rule which 1s on
1670 applicable to all pocls in the basin provides, more or
less, the portion of thils rule consisting of Paragraph 3,
there are separate pool rules for two pools in the San Juan
Basin, the West Kutz Pictured Cliffs Pool and the Basin
Dakota Pool have separate Rule 5 (B's) for those pools. The

general rule applies to all of the Other pools. I would
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recommend 1in the interest of uniformity of all of the rules

|

that the gpecial Rule 5 (B) for the West Kutz pictured C1liff
and the Basin Dakota pe stricken and that they would be

governed by the same Rule 5 (B) as would appear 1n the

£X1CO 87108

General Northwest Rules, then all gas pools in the San Juan
Basin would have the same Rula 5 (B). It would be in the

General Rules, there would be DO special Rule 5 (B) for thos

» ALBUQUERQUE, NEW MEXICO 87101

ANK EAST @ PHONE 256-1294 ® ALBUQUERQUE, NEW M

prorationed gas pools. Now we will get to the Devil's Fork.
1 mentioned that T would not recommend the Special Rule 5 (B)

in the Devil's Tork be stricken pecause the Devil's Fork 1is

O. BOX 1692 ¢ PHONE 243-6691

an assoclated reservolr that consists of oil wells and gas

well. There are 320~-acre units for the gas well, 80-acre

1205 FIRST NATIONAL B

units for the 0il wells. There 1s a Speclal Rule 5 (B) there.
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I beg your pardon, 1 believe i¢'s Rule L (B). Yes, there is
a separate Rule 4 (B) for the establishment of 2 non-standar
gas proration unit, there is a separate Rule 5 (B) for the
establishment of a non—standard oil proration unit in the
pevil's Fork Rules and I would recommend that these rules
stay 1in cxistence, but that the Basin Dakota apd West Kutz
special Rule 5 (B) be atricken.
Q wey are you recommending these proposed

changes 1n fhese varlous rules?

A Yes, 8ir, pecause there are numerous

corrections in the survey in the San Juan Basin. Over the ye@ars

GRS
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we have approved cloéé to 666”non;§tandard proration units
in the San Juan Baslin, almost all of which resulted from
deviations in the survey. The requirement has bzen that
offset operators be notified in a unit consisting of 320 acred
to get approval of that non-standard unit, it requires a
tremendous amount of administrative work on the part of the
Commission. It also involves considerable amount of work on
the part of the operators, in furnishing notification to all
of the offset operators when there has been a deviation in
the survey. The 25 percent tolerance plus, or plus being
from 75 percent, being purely an arbitrary figure, we feel
that if, offset operator, if we have a reason to object,
would know that his unit has been described by the proration
unit, they would have an opportunity to obJect and possibly
call a hearing if one had been formed which might violate
someone's correlative rights. I think there 1s very little
opportunity for any correlative rights to be violated here
and would simplify operation by the operators and Commission.

Q Let's turn to Southeast New Mexico, what Rule

or Rules are you recommending be amended that will affect the

prorated gas pools of that area?

A Order No. 1670 likewise applies to the recorded

gas pools of Southeast New Mexico. The following pools are

governed by Rule 1670: Atoka Pennsylvanian Gas Pool, Bagley
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Lower Pennsylvaniég Gaé fbol, Blinéﬁfy Gas Pool, Crosby
Devonlan Gas Pool, Eumont Gas Pool, Indian Basin Morrow Gas
Pool, Indian Basin Upper Pennsylvanian Gas Pool, Jalmat Gas
Pool, Justis Gas Pool, Monument McKee Ellenberger Gas Pool,
Todd San Andres Pool -- correction, that's been recently
changed to Todd Lower San Andres Gas Pool, and the Tubd Gas
Pool.

These pools, as I mentioned, likewise are governed
by Order No. 1670, being the General Rules for proration of
gas pools in the State of New Mexico, The particular rule
affecting non-standard gas proration units is Rule 5 {C) in
the Southern Pool Rules. I would recommend that Rule 5 (C)
be amended. I have an exhibit here labeled Exhibit No. 2 in
fase 3501. I would recommend that these pool rules be
adopted for Rule % (C) for Southeast New Mexico. I won't
bother to read it in the record because it's identical, except
for the number of the rule, to the one for the Nortnwest, it‘%
labeled Exhiblt Number 2, Case 3501,

a) Are you recommending that this Rule 5 (C)
apply equally to all of those prorated gas pools?

A With a couple of exceptions. I would not
recommend that Rule 5 (C) substitute the Special Pool Rules

for the establishment of non-standard units in the Todd

San Andres Pocl because the Todd, like the Devil's Fork in
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the Northwest, 1s associated reservoir with 0il wells as well
as gas wells. It has its own Special Rule for the establishme

of non-standard gas proration units and non-standard oil

proration units, being Rule 5 (B) for gas units. It might noy
nhave a special rule for the establishment of oil proration
units. I don't see that right now, at any rate, but does have
a Special Rule 5 (B) for gas units. I recommend that it be
omitted from this change at this time. Also Indian Basin
Morrow and Indian Basin Upper Penn they are governed by Order
No. 1670 insofar as prorationings are concerned. However,
they have thelr own Special Pool Rules regarding spacing units
and they have a provision in there on separate rules for the
establishment of non-standard gas units in those two pools.
This heariling was called to consider amending Order No. 1670,
so we can't amend the Indian Basin Pool Rules under the call
of this hearing.

I would recommend that all the pools except the
Todd San Andres, Indian Basin Morrow and Indian Basin Upper
Penn be governed by this proposed Rule 5 (C) for S3outheast
New Mexico. None of these have a particular Rule 5 (C) of
their own except the Atoka Penn which I would recommend be
stricken from the Special Rules for that pool and the Tubb

Gas Pool has a special provision in which a non-standard unit,

if the Secretary-Director approves it, must be located withinJ
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This way a non-standard unit can't be

[ o OO

the quarter section.

formed of, say three 40O-acre units or four 40-acre units that
aren't in the quarter sectlon unit, All of the gas pools in
the Southeast have the provision that they can be formed of
contiguous quarter quarter sections even though they are not
total quarter sections. In the interest of uniformity I
would recommend that the Speclal Atoka and Todd be stricken,
and excepting Indian Basin Morrow and Todd San Andres, be

governed by the standard Rule 5 (C) for Southeast.

PHONE 243-6691 ¢ ALBUQUERQUE, NEW MEXICO 87101

Q Would your reasons for proposing these changes

be the same in the southern part of the state as you gave for

the northwestern part of the state?

A Yes, they would, although there hasn't been
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J as much load on the operators and the Commission for the
establishment of non-standard units because of surveys in the
south as there has been in the north but there have been

considerable applications, for this reason, and it will

eliminate those.

Q Do your feelings about the possible violations
of correlative rights, would that apply for the southern partp

A Yes, it would.

Q Is this Rule 5, proposed Rule 5 (C), that is

marked as an Exhibit, too?

A Yes, it's ldentified as Exhibit 2 in this case
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Q Did you prepare Exhipit 1 or 2 or were they
prepared by you?
A Yes, sir.
MR.HATCH: 1 would like to move the introductlian
of Exhibits 1 and 2 in this case.
MR. UTZ: Without objection Exhibit 1 and 2
will be entered into the record in this case.
Q (By Mr. Hatch) Do you have anything you would
1ike to add in this case?
A No.

Q As yonu stated 1in your testimony, Wwe have
various sizes standard units in poth areas ranging from 40
acres to 640 acres and on each of those units we have a
tolerance, for example 160-acre units the tolerances plus or
minus two acres oOr 158 to 162 in order to pin down this \
25 percent leeway 50 to 125. Is it your recommendation that
you use the even standzrd units rather than the extremes of
the tolerance for your percentage?

A VYes, sir, I pelleve that the 5 perc .., \

for example, in a 160-acre pool would be 9 percent of 160 for
a standard unit, although we call 158 acres a standard unit

for proration purposes 160 acres 1s still the standard, the

_two _acres plus or minus is the ,ml_eﬁ_wwﬂﬂm inatijon
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of allowable factors but sti1l 160 acres is the standard in
that pool, 320 acres being the gtandard for the pool and

these percentages would apply to the standard.

O 87108

MR. UTZ: Other questions?

BY MR. MORRIS:

Q May I ask a question to clarify my

C

» ALBUGQUERQUE, NEW MEXICO 87101

understanding of how this rule would work? Assuming that yo

56.1294 ¢ ALBUGUERQUE, NEW MEXY

had a non-standard unit resulting from & deviation 1in the

Cr
1

public Land survey of 613 acres, could an operator then unde

K EASY ® PHONE 2

this rule ask to form a non-standard unit comprising 613

e p.O.BOX 1092 ¢ PHONE 243-6691

acres plus 160 acres adjacent to it in another gection?

A No, sir, he could not.

S
o
as>
=
'
e
a>
p —
[,
<3
(-]
b —— 4

1205 FIRST NATIONAL BAN

11720 SIMMS BLDG.

Q He would be within the 125 percent tolerance,
though, as provided by this rule, wouldn't he?

A That's right. This 1s not a yvariation in the
legal subdivision of that section. However, 613 acres I.
presume would be 1n the section?

Q Yes.

A And the other acreage 18 outside the section.
As far as 1 am concerned there is a one-acre yvariation
toleration, or 6ne—acre variation 1p the survey of that

section and 1t would be a standard unit in that section.

] Q Right, SO when we are talking about & section
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the intent of your rule is to let that section or
subdivision be a non-standard unit in and for itself?

A Yes, sir, and 1 would go one step further,
Mr. Morris. I didn't make this clear but if we have a sectio¢
which has 160 acres 1long and I know the northwest quarters
have 160 acres and you are in a 160-acre pool, shen on the
side thereof that 160 acres, you have two lots comprising,

say 30 acres each, well, let's make them 15 acres each, the

operator has a standard quarfter gection there and 1 don't belileve

that it's the intent of this thing to start dedicating lots
outside of the standard unit on this. Now, these lots do
result of a variation in the survey. However, in many cases
these lots can be combined with other lots so you will have
enough acreage to drill a well and 1t's not the intent here to
pe able to throw in additional lots when you have a standard
quarter section or standard half section to be able to throw
in additional lots and increase the slze of your proration
unlt because we have noticed in numerous hearings that 1s thid
is done too frequently a necessary well has been eliminated,
so I think it's ihe 1atent of this thing, to this kind of

arbitrary figape, but 1f you have four UO-acre lots making

160 acres plus two additional lots that the operator should

L dedicate those four Lots,
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Now, if the unit has two 40-acre lots and then
two lots on the west side that consist of 50 acres, those
can't be separated, that other 10 acres can't be separated
out, so thls would come 1in under the varlation of the survey.
It 1s Jjust according to how they are put on the map when the
survey was made. If they separate lots they couldn't be 1nclug
1f they are oversize lots, then they could be included.

MR, MORRIS: Thank you.

MR. UTZ: Other questiones? Witness may be
excused. Statements in this case? Would you state your name%

MR. HARPKE: Carl Harpke.

MR. UTZ: Spell your last name.

MR. HARPKE: H-a-r-p-k-e, Pan American feels
that the proposed amendments to Commission Order No. 1670
represent a progressive step forward. We feel that the
adoption of these amendments wlll be of benefit both to the
Commission and to the petroleum industry in this state. We,
therefore, recommend that the proposed amendments be adopted.

MR. UTZ: Any other statements?

MR. HATCH: There are some communications. I
would 1like to state that we have had communications from

Texaco, E1l Paso Natural Gas and Consolldated 0il Company

addressed to the Commission and all of these concur in approvi

ted,

ng

recommendations made by the witness,
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. 3 - MR. NUTTER: Mr. Examiner, I would like to
% also add this above, I left this out. When we decided to
g present this case we did not have time to research out all of
R ; §§ the pools that have Speclal Pool Rules but were not included
:. g §§ in 1670 but it is our intent when we have the opportunity to
. é §§ research those out to call another case at a later date to
Z g %é make similar provisions for all of the pocls which have
o § %é special pool rules and make the additive approval by the
& § %é District Supervisor of non-standard units wherein a similar
P — g %% tolerance approved by acceptance of a plat and assigning of
‘ -ég g ;% allowable. Thils would be true, not only for 0il pools but
- j;; ; éé gas pools and it would also be our intent to include the Indian
= z 23
§§ g §§ Basin and these other pools which were not included at this
= time and it's also going to be my recommendation at a later
g date that the statewide rule be amended in a similar manner
% but we just did not have time to prepare that when we were
% advertising this case.
: MR, UTZ: Case will be taken under advisement.
-
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