
B E F O R E T H E O I L CONSERVATION COMMISSION 
OF T H E S T A T E OF NEW M E X I C O 

I N T H E M A T T E R OF T H E HEARING 
C A L L E D BY T H E O I L CONSERVATION 
COMMISSION OF NEW M E X I C O FOR 
T H E PURPOSE OF CONSIDERING: CASE No. 521 

Order No. R-356 

T H E A P P L I C A T I O N OF THE O I L CONSERVATION 
COMMISSION UPON ITS OWN MOTION FOR A N 
ORDER ESTABLISHING MEANS AND METHODS 
FOR T H E P R O R A T I O N OF N A T U R A L GAS I N L E A , 
E D D Y , CHAVES AND ROOSEVELT COUNTIES, 
NEW M E X I C O . 

ORDER OF T H E COMMISSION 

BY T H E COMMISSION: 

This cause came on f o r hear ing at 9 o 'c lock a. m . , on M a r c h 17, 1953, 
A p r i l 16, 1953, May 19, 1953, June 16, 1953, July 16, 1953, and August 20, 1953, 
before the O i l Conservat ion Commiss ion of New M e x i c o , he re ina f t e r r e f e r r e d to 
as the " C o m m i s s i o n " . 

NOW, on th is 28th day of August , 1953, the Commiss ion , a quo rum being 
present , having considered the tes t imony adduced and the exhibi ts rece ived i n the 
hear ings , and being f u l l y advised in the p r e m i s e s , 

FINDS: 

(1) That due public notice having been given as r equ i red by l aw, the C o m ­
m i s s i o n has j u r i s d i c t i o n of the cause and the subject ma t te r thereof . 

{2) That f o r the prevent ion of waste and p ro tec t ion of co r r e l a t i ve r igh ts 
proper special Rules and Regulations r e l a t ing to the p r o r a t i o n of ga s -we l l gas produced 
i n the gas pools of Lea , Eddy, Chaves and Roosevelt Counties, New M e x i c o , should be 
promulga ted . 

IT IS T H E R E F O R E ORDERED: 

SECTION A . That the fo l lowing ra les -per ta in ing to gas w e l l spacing i n 
defined gas pools a,nd acreage requi rements f o r d r i l l i n g t r ac t s w i t h i n the defined l i m i t s 
of gas pools m Eddy,, Lea , Chaves and Roosevelt Counties, be and the same hereby are 
adopted e f fec t ive immed ia t e ly . 

I . W E L L SPACING: A C R E A G E REQUIREMENTS FOR D R I L L I N G T R A C T S . 

R U L E 1. The Secre tary of the Commiss ion sha l l have au thor i ty to grant an 
exception to the requi rements of Statewide Rule 104, Sections (a) , (b) , (c ) , and (d), 
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without notice and hear ing where appl ica t ion has been f i l e d i n due f o r m , and, 

(a) When the necessity f o r the unorthodox loca t ion is based on topographical 
condi t ions, or is occasioned by the recomple t ion of a w e l l p rev ious ly d r i l l e d to 
another ho r i zon , and 

(b) When ei ther one of the fo l lowing is applicable: 

1. When the ownership of a l l o i l and gas leases w i t h i n a radius of 1320 
feet of the proposed loca t ion is common w i t h the ownership of the o i l and gas leases 
under the proposed loca t ion , 

2. When a l l owners of o i l and gas leases w i t h i n such radius consent 
i n w r i t i n g to the proposed loca t ion . 

(The above provis ions of Rule 1 supersede Rule 104 ( f ) . ) 

R U L E 2. The provis ions of Statewide Rule 104 Paragraph (k ) , shal l not apply to 
gas pools located i n Lea , Eddy, Chaves and Roosevelt Counties, New M e x i c o . 

SECTION B , That the fo l l owing rules shal l apply to defined gas pools i n Eddy, 
Lea , Chaves and Roosevelt Counties only a f t e r hearings are held and an order issued 
on each ind iv idua l poo l . These rules shal l be considered as "standby r u l e s " and shal l 
be used as a guide i n establ ishing pool r u l e s . 

I I . GAS P R O R A T I O N , 

R U L E 3. A t such t i m e as the Commiss ion determines that a l loca t ion of gas 
product ion f r o m gas we l l s producing f r o m any pool i n th is fou r -coun ty area is 
necessary to prevent waste or to protec t co r r e l a t i ve r i g h t s , the C o m m i s s i o n , a f t e r 
notice and hear ing , shal l consider the nominations of gas purchasers f r o m such gas 
pool and other re levant data, and shal l f i x the al lowable product ion of such pool , and 
shal l allocate product ion among the gas wel l s i n such pool upon a reasonable basis 
w i t h due regard to co r r e l a t i ve r i g h t s . Unless special pool ru les are adopted as 
provided i n Rule 4 below, the general p rov is ions of th is ru le sha l l apply to each gas 
pool al located under th is r u l e . 

R U L E 4, A f t e r notice and hear ing , the Commiss ion , i n o rder to pro tec t co r r e l a t i ve 
r i g h t s , or prevent waste, or both , may promulgate special r u l e s , regulat ions o r 
o rders per ta in ing to any gas poo l . 

(The above prov is ions of Rules 3 and 4 supersede Statewide Rule 602) 

I I I . PRORATION UNITS. 

R U L E 5. F o r the purpose of gas a l loca t ion i n the absence of special pool ru les 
a standard p r o r a t i o n unit shal l consist of between 158 and 162 contiguous surface acres 
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substant ial ly i n the f o r m of a square which shal l be a l ega l subdivis ion {quar ter section) 
of the U , S. Publ ic Land Surveys; p rov ided , however, that a gas p r o r a t i o n unit other 
than a legal quar ter section may be f o r m e d a f te r notice and hear ing by the Commiss ion , 
or a f t e r the Commiss ion has been fu rn i shed wa ivers f r o m a l l o f f se t t ing opera tors , i f 
a l l acreage is contiguous and does not contain more than four legai qua r t e r -qua r t e r 
sections and/or l o t s . Any a l loca t ion uni t containing less than 158 acres or more than 
162 acres shal l be a non-standard unit and i t s al lowable shal l be decreased or increased 
to that p r o p o r t i o n of the standard unit al lowable that the number of acres contained 
t h e r e i n bears to 160 acres . Any standard p r o r a t i o n unit consis t ing of between 158 and 
162 contiguous surface acres shal l be considered as containing 160 acres f o r the purpose 
of gas a l loca t ion . 

I V . GAS A L L O C A T I O N . 

R U L E 6. A t least 30 days p r i o r to the beginning of each gas p r o r a t i o n pe r iod 
the Commiss ion shal l hold a hear ing a f t e r due notice has been given. The Commiss ion 
shal l cause to be submit ted by each gas purchaser i t s " P r e l i m i n a r y Nominat ions" of 
the amount of gas which each i n good f a i t h actual ly desires to purchase w i t h i n the 
ensuing p r o r a t i o n pe r iod , by months , f r o m each gas pool f r o m which i t purchases gas. 
The Commiss ion shal l consider the " P r e l i m i n a r y Nominat ions" of purchasers , actual 
p roduct ion , and such other f ac to r s as may be deemed applicable i n de t e rmin ing the 
amount of gas that may be produced without waste w i t h i n the ensuing p r o r a t i o n p e r i o d . 
" P r e l i m i n a r y Nomina t ions" shal l be submit ted on a f o r m p re sc r ibed by the Commiss ion . 

R U L E 7. Each month , the Commiss ion shal l cause to be submit ted by each gas 
purchaser i t s "Supplemental Nomina t ions" of the amount of gas which each i n good f a i t h 
ac tual ly desires to purchase w i t h i n the ensuing p r o r a t i o n month f r o m each gas pool f r o m 
which i t purchases gas. The Commiss ion shal l hold a public hear ing between the 15th 
and 20th days of each month to de termine the reasonable marke t demand f o r gas f o r 
the ensuing p r o r a t i o n month , and shal l issue a p r o r a t i o n schedule set t ing out the amount 
of gas which each w e l l may produce dur ing the ensuing p r o r a t i o n month . Included i n 
the monthly p r o r a t i o n schedule shal l be a tabulat ion of al lowable and produc t ion f o r the 
second preceding month together w i t h an adjusted al lowable computat ion f o r the second 
preceding month . Said adjusted allowable shal l be computed by compar ing the actual 
al lowable assigned w i t h the actual p roduc t ion . I n the event the al lowable assigned is 
greater than the actual p roduct ion , the allowables assigned the top a l lowable units 
shal l be reduced propor t iona te ly , and in the event lhe al lowable assigned is less than 
t.'ie product ion then the allowables assigned the ccp al lowable units shal l be increased 
p ropor t iona te ly . "Supplemental Nomina t ions" shal l be submit ted on a f o r m p re sc r ibed 
by the Commiss ion . 

The Commiss ion shal l include i n the p r o r a t i o n schedule ihe gas wel ls i n the pool 
d e l i v e r i n g to a gas t r anspor t a t ion f a c i l i t y , or lease gather ing sys tem, and shal l include 
i n the p r o r a t i o n schedule of such pool any w e l l which i t f inds is being unreasonably 
d i s c r i m i n a t e d against through denial of access to a gas t r anspor t a t ion f a c i l i t y , which, 
is reasonably capable of handling the type of gas produced by such w e l l . 
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The to ta l a l lowable to be al located to the pool each month shal l be equal to 
the sum of the supplemental nominations together w i t h any adjustment which the 
Commiss ion deems advisable. 

R U L E 8. The a l loca t ion to a pool remain ing a f t e r subtract ing the capacities 
of m a r g i n a l units shal l be divided and al located ra tab ly among the non -marg ina l 
units i n the p r o p o r t i o n that the acreage contained i n each uni t bears to the t o t a l 
acreage a l lo t ted to such non-marg ina l uni ts ; p rov ided that f o r th is purpose standard 
units shal l be as defined i n Rule 5 above. M o r e than one p r o r a t i o n unit or f r a c t i o n a l 
par ts thereof may be assigned to a gas w e l l and the al lowables assigned said w e l l 
may be increased p ropor t iona te ly , provided that: 

a. No more than 640 acres shal l be assigned to any one w e l l . 

b . A l l acreage i n such units may reasonably be presumed to be 
product ive of gas. 

c. The mul t ip l e unit so f o r m e d shal l not have an o v e r a l l length or 
wid th exceeding 5,280 feet . 

d . Where not m o r e than two p r o r a t i o n units are assigned to a w e l l , the 
w e l l shal l not be located c loser than 660 feet to the longest boundary of the pooled units 
nor less than 1320 feet f r o m the shortest boundary of the pooled un i t s . Where three 
o r more units are pooled the w e l l shal l not be located c loser than 1320 feet to the outer 
boundary of the pooled un i t . 

e. Exceptions to the p rov is ions of th is ru le may be granted by the 
Commiss ion a f te r notice and hear ing or a f te r the C o m m i s s i o n has been fu rn i shed 
wa ivers by a l l o f f se t t ing opera to rs . 

(The above prov is ions of Rules 6, 7 and 8 supersede Statewide Rule 602) 

V . B A L A N C I N G OF PRODUCTION. 

R U L E 9. Underproduct ion: The dates 7:00 A . M . January 1 and 7:00 A . M . July 1 
shal l be known as balancing dates and the periods of t i m e bounded by these dates sha l l 
be known as gas p r o r a t i o n per iods . The amount of cu r ren t gas al lowable remain ing 
unproduced at the end of each p r o r a t i o n pe r iod shal l be c a r r i e d f o r w a r d to and may 
be produced dur ing the next succeeding p r o r a t i o n pe r iod i n addi t ion to the n o r m a l gas 
al lowable f o r such succeeding per iod ; but whatever amount thereof i s n o t made up 
w i t h i n the f i r s t succeeding p r o r a t i o n pe r iod shal l be cancel led. I f . at the end of the 
f i r s t succeeding p r o r a t i o n pe r iod , a greater amount of al lowable remains unproduced 
than was c a r r i e d f o r w a r d as underproduct ion, the amount c a r r i e d f o r w a r d to the 
second succeeding pe r iod shal l be the to ta l underproduct ion less the amount c a r r i e d 
f o r w a r d to the f i r s t succeeding per iod . 
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I f i t appears that such continued underproduct ion has resul ted f r o m i n a b i l i t y 
of the w e l l to produce i ts a l lowable , i t may be c l a s s i f i ed as a m a r g i n a l w e l l and 
i t s al lowable reduced to the w e l l ' s a b i l i t y to produce. 

R U L E 10. Overproduct ion : A w e l l which has produced a greater amount of 
gas than was al lowed du r ing a given p r o r a t i o n pe r iod shal l have i t s al lowable f o r 
the f i r s t succeeding p r o r a t i o n pe r iod reduced by the amount of such overproduc t ion 
and such overproduc t ion shal l be made up w i t h i n the f i r s t succeeding p r o r a t i o n 
p e r i o d . I f , at the end o f t h e f i r s t succeeding p r o r a t i o n p e r i o d , the w e l l is s t i l l ove r ­
produced, i t shal l be shut i n and i ts cu r ren t monthly al lowable charged against said 
over product ion u n t i l the w e l l is i n balance. I f , at any t i m e , a w e l l is overproduced 
an amount equaling s ix t imes i t s cu r ren t monthly a l lowable , i t shal l be shut i n u n t i l 
i t i s i n balance. 

The Commiss ion may al low overproduct ion to be made up at a lesser rate 
than would be the case i f the w e l l were complete ly shut i n upon a showing at publ ic 
hear ing a f t e r due notice that complete shut i n of the w e l l would resu l t i n m a t e r i a l 
damage to the w e l l . 

(The above provis ions of Rules 9 and 10 supersede Statewide Rule 604) 

V L GRANTING OF A L L O W A B L E S . 

R U L E 11. No gas w e l l shal l be given an al lowable u n t i l F o r m C-104 and F o r m 
C-110 have been f i l e d together w i t h a plat showing acreage a t t r ibu ted to said w e l l 
and the locations of a l l wel l s on the lease. 

R U L E 12. Al lowables to newly completed gas wel l s shal l commence on the 
date of connection to a gas t r anspor t a t ion f a c i l i t y or the date of f i l i n g of F o r m 
C-104 and F o r m C-110 and the plat descr ibed above, whichever date is the l a t e r . 

VIIo REPORTING OF PRODUCTION. 

R U L E 13. The monthly gas product ion f r o m each gas w e l l shal l be mete red 
separately and the gas product ion t h e r e f r o m shal l be submit ted to the Commiss ion 
so as to reach the C o m m i s s i o n on or before the twent ie th day of the month next 
succeeding the month i n which the gas was produced. The opera tor shal l show on 
such repor t what d i spos i t ion has been made of the gas produced. The f u l l p roduct ion 
of gas f r o m each w e l l shal l be charged against the w e l l ' s a l lowable regardless of 
what d i spos i t ion has been made of the gas; p rov ided , however, that gas used on the 
lease f o r consumption i n lease houses, t r e a t e r s , combust ion engines and other 
s i m i l a r lease equipment shal l not be charged against the w e l l ' s a l lowable . 

V I I I . D E F I N I T I O N S . 

R U L E 14.. A gas w e l l shal l mean a w e l l producing gas o r na tura l gas f r o m a 
common source of gas supply f r o m a gas pool de te rmined by the C o m m i s s i o n . 
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(The above Rule supersedes Statewide D e f i n i t i o n A-24) 

R U L E 15. The t e r m "gas purchaser" as used i n these rules , shal l mean 
any " taker" of gas e i the r at the wellhead or at any point on the lease where connection 
is made f o r gas t r anspor ta t ion or u t i l i z a t i o n . It shal l be the r e spons ib i l i t y of said 
" taker" to submit a nominat ion . 

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

S T A T E OF NEW MEXICO 
O I L CONSERVATION COMMISSION 

E D W I N L . M E C H E M , Cha i rman 

E . S. W A L K E R , Member 

R. R. SPURRIER, Secretary 

S E A L 



B E F O R E T H E OIL, CONSERVATION COMMISSION 
OF T H E S T A T E OF NEW M E X I C O 

SANTA F E , NEW M E X I C O 

I N T H E M A T T E R OF T H E HEARING 
C A L L E D B Y T H E O I L CONSERVATION 
COMMISSION FOR T H E PURPOSE OF 
CONSIDERING 

CASE N O . 582 
ORDER N O . R-368-A 

T H E A P P L I C A T I O N OF T H E O I L 
CONSERVATION COMMISSION ON ITS 
OWN M O T I O N FOR A L L OPERATORS 
AND INTERESTED PARTIES I N T H E 
JALCO GAS P O O L TO SHOW CAUSE 
WHY THE RULES AND REGULATIONS 
AS SET OUT I N ORDER R-356 , W I T H 
A N Y ESSENTIAL A M E N D M E N T S , 
SHOULD NOT B E P U T I N T O E F F E C T * 

ORDER OF T H E COMMISSION 

B Y T H E COMMISSION: 

This case came on f o r hear ing at 9 o 'c lock a. m . , on October 26, 
1953, at Santa Fe , New Mex ico , before the O i l Conservat ion C o m m i s s i o n of 
New Mex ico , he re ina f t e r r e f e r r e d to as the " C o m m i s s i o n " , 

NOW, on th is day of November , 1953, the C o m m i s s i o n , 
a quo rum being present , having considered the t es t imony adduced, the 
exhibits rece ived , the statements of in te res ted pa r t i e s , the o f f i c i a l records 
of this Commiss ion and other per t inent data, and being f u l l y advised i n the 
p r e m i s e s , 

FINDS: 

(1) That due public notice having been given, the C o m m i s s i o n has 
j u r i s d i c t i o n of this cause. 

(2) That the Commiss ion , f o r the purpose of prevent ing waste and 
drainage, and f o r the p ro tec t ion of c o r r e l a t i v e r i g h t s , entered Orde r R-356, 
es tabl ishing ce r t a in general or "s tand-by" ru les and regulat ions r e l a t ing 
to the p r o r a t i o n of gas w e l l gas, p r o r a t i o n un i t s , w e l l spacing, and other 
re la ted mat te rs i n the gas pools of Eddy, Lea , Chaves and Roosevelt Counties , 
New Mex ico , applicable i n a l l cases only a f t e r special ru les f o r each gas 
pool shal l have been promulga ted . 

(3) That t h e r e a f t e r , a f t e r due notice and hea r ing , Orde r R-368 was 
duly entered by the C o m m i s s i o n . Orde r R-368 adopted the general o r 
"Stand-by" rules promulga ted by Orde r R-356 as the Special Rules and Regu­
lat ions of the Jalco Gas P o o l , he re to fore establ ished. R-368 was entered 
pending a f u r t h e r o rde r i n the p r e m i s e s , said o rder to be entered only a f t e r 
a l l in teres ted par t ies were a f fo rded the oppor tuni ty to be heard i n the m a t t e r . 

(4) That as a resu l t of such hear ing and i n cons idera t ion of the 
t es t imony adduced Special Poo l ru les should be promulgated f o r the Jalco 
Gas P o o l , here tofore established, descr ibed and c l a s s i f i e d as a gas p o o l . 

- 1 -
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That the Special pool ru les should approximate the general ru les and r egur 
la t ions promulgated by Orde r R-356 in so fa r as the same are applicable to 
the Jalco P o o l , and should c o n f o r m , genera l ly w i t h the p r o v i s i o n a l special 
ru les of Orde r R-368 . 

(5) That i n o rde r f o r the C o m m i s s i o n to evaluate and delineate the 
actual product ive l i m i t s of the Jalco Gas P o o l a l l operators of o i l and .gas 
we l l s w i t h i n the def ined l i m i t s of the Jalco Gas Poo l should supply c e r t a i n 
Geological and Rese rvo i r data to the Commiss ion . 

(6) That pending f u r t h e r study and o r d e r s , the a l loca t ion of gas i n 
the Jalco gas pool should be calculated on the basis of 100 per cent acreage, 
based upon the standard 160 acre p r o r a t i o n un i t , which uni t i s l i m i t e d to a 
regu la r quar te r sect ion subdiv is ion of the U . S. Pub l i c Land Surveys and 
consis t ing of not less than 158 nor m o r e than 162 ac res , subs tan t ia l ly i n the 
f o r m of a square, w i t h p r o v i s i o n f o r devia t ion t h e r e f r o m p a r t i c u l a r l y i n 
cases of wel ls here tofore completed where the i m p r a c t i c a b i l i t y of un i t i za t ion 
i s apparent. 

(7) That an adequate gas w e l l tes t ing procedure should be adopted 
as soon as possible so that opera to rs , purchasers and the Commiss ion can 
de te rmine the fa i rness and f e a s i b i l i t y of an a l loca t ion f a c t o r f o r the pool 
which employs the fac tors of d e l i v e r a b i l i t y , p ressu re , o r any other f ac to r 
r e l a t i ng to gas w e l l p r o d u c t i v i t y . 

(8) That the area w i t h i n the e x t e r i o r boundaries of the Jalco Gas 
Poo l known and descr ibed as the "Rhodes Storage A r e a " should be exempt 
f r o m the Special Rules and Regulations applicable to the Jalco Gas pool 
p rov ided acceptable repor t s of operations i n said storage area are r e g u l a r l y 
f i l e d . 

I T IS T H E R E F O R E ORDERED; 

That Special Poo l Rules applicable to the Jalco Gas P o o l , be and 
the same hereby are promulgated and are as f o l l o w s : 

S P E C I A L RULES AND REGULATIONS 
FOR T H E J A L C O GAS P O O L 

L E A C O U N T Y , NEW MEXICO 

W E L L SPACING AND A C R E A G E REQUIREMENTS FOR D R I L L I N G T R A C T S . 

R U L E 1. A n y w e l l d r i l l e d a distance of one m i l e o r m o r e f r o m the 
outer boundary of the Jalco Gas Poo l sha l l be c l a s s i f i ed as a wi ldca t w e l l . 
A n y w e l l d r i l l e d less than one m i l e f r o m the outer boundary of the Jalco Gas 
Poo l sha l l be spaced, d r i l l e d , operated and p ro ra t ed i n accordance w i t h the 
Regulations i n e f fec t i n the Jalco Gas P o o l . 

R U L E 2. Each w e l l d r i l l e d o r recomple ted w i t h i n the Jalco Gas 
P o o l shal l be located on a t r a c t consis t ing of not less than a quar te r sect ion 
of approx imate ly 160 surface contiguous acres substant ia l ly i n the f o r m of a 
square which sha l l be a lega l subdiv is ion (quar ter section} of the U . S. Pub l i c 
Land Surveys . 

R U L E 3. Each w e l l d r i l l e d w i t h i n the Jalco Gas P o o l sha l l not be 
d r i l l e d c loser than 660 feet to any outer boundary l ine of the t r a c t nor c loser 
than 330 feet to a qua r t e r -qua r t e r sect ion o r subdiv is ion inner boundary nor 
c loser than 1320 feet to a w e l l d r i l l i n g to o r capable of producing f r o m the 
same p o o l . 
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R U L E 4. The Secre ta ry of the Commiss ion sha l l have au thor i ty to 
grant exception to the requi rements of Rule 3 wi thout Not ice and Hear ing 
where appl ica t ion has been f i l e d i n due f o r m and the necessi ty f o r the unor ­
thodox loca t ion is based on topographical conditions or i s occasioned by the 
r ecomple t ion of a w e l l p rev ious ly d r i l l e d to another h o r i z o n . 

Appl icants shal l f u r n i s h a l l operators w i t h i n a 1320 foot radius of 
the subject w e l l a copy of the appl ica t ion to the Commiss ion , and applicant 
sha l l include w i t h his appl ica t ion a w r i t t e n s t ipu la t ion that a l l opera tors 
w i t h i n such radius have been p r o p e r l y n o t i f i e d . The Secre ta ry of the C o m ­
m i s s i o n sha l l wa i t at least 10 days before approving any such unorthodox l o ­
cat ion, and sha l l approve such unorthodox loca t ion only i n the absence of 
ob jec t ion of any o f f se t opera to r s . I n the event an opera tor objects to the 
unorthodox loca t ion the Commiss ion shal l consider the ma t t e r only a f t e r 
p roper notice and hear ing . 

R U L E 5. The p r o v i s i o n of Statewide Rule 104 Pa ragraph (k ) , sha l l 
not apply to the Jalco Gas Poo l located i n Lea County, New M e x i c o . 

GAS PRORATION 

R U L E 6. The Commiss ion a f t e r notice and hear ing , sha l l consider 
the nominations of gas purchasers f r o m the Jalco Gas Poo l and other re levant 
data and sha l l f i x the al lowable p roduc t ion of the Jalco Gas P o o l , and sha l l 
al locate p roduc t ion among the gas wel l s i n the Jalco Gas Poo l upon a reason­
able basis w i t h due r ega rd to co r r e l a t i ve r i g h t s . 

PRORATION UNITS 

R U L E 7. (a) F o r the purpose of gas a l loca t ion i n the Jalco Gas 
P o o l , a standard p r o r a t i o n uni t shal l consist of between 158 and 162 contiguous 
surface acres substant ia l ly i n the f o r m of a square which sha l l be a l ega l sub­
d i v i s i o n (quar ter section) of the U . S. Pub l i c Land Surveys; p rov ided , howeve::, 
that a gas p r o r a t i o n unit other than a lega l quar te r sect ion may be f o r m e d 
a f t e r notice and hear ing by the Commiss ion , except as out l ined i n Paragraph 
(b) . A n y a l loca t ion uni t containing less than 158 acres o r m o r e than 162 
acres sha l l be a non-standard uni t and i t s al lowable sha l l be decreased o r 
increased to that p r o p o r t i o n of the standard uni t a l lowable that the number of 
acres contained t h e r e i n bears to 160 acres . A n y standard p r o r a t i o n unit 
consis t ing of between 158 and 162 contiguous surface acres sha l l be considered 
as containing 160 acres f o r the purpose of gas a l loca t ion . 

(b) The Secre tary of the Commiss ion sha l l have au thor i ty 
to grant an exception to Rule 7 (a) wi thout Not ice and Hear ing where a p p l i ­
cat ion has been f i l e d i n due f o r m and where the fo l l owing facts exis t and the 
f o l l o w i n g provis ions are compl ied w i t h ; 

1. The non-standard uni t consists of less acreage than a 
s tandard p r o r a t i o n un i t . 

2. The acreage assigned to the non-standard unit l i es 
who l ly w i t h i n a l ega l quar te r sect ion and contains a w e l l capable of producing 
gas into a gas t r anspor t a t i on f a c i l i t y on the date of this o r d e r . 

3. The opera tor receives w r i t t e n consent i n the f o r m of 
waivers f r o m a l l operators i n the ad jo in ing 160 acre p r o r a t i o n un i t s . 

GAS A L L O C A T I O N 

R U L E 8. A t least 30 days p r i o r to the beginning of each gas p r o r a t i o i 
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p e r i o d the C o m m i s s i o n sha l l hold a hear ing a f t e r due not ice has been g iven . 
The C o m m i s s i o n shal l cause to be submit ted by each gas purchaser i t s 
" P r e l i m i n a r y Nomina t ions" of the amount of gas which each i n good f a i t h 
ac tua l ly desires to purchase w i t h i n the ensuing p r o r a t i o n p e r i o d , by months , 
f r o m the Jalco Gas P o o l . The Commiss ion shal l consider the " P r e l i m i n a r y 
Nomina t ions" of purchasers , actual p roduc t ion , and such other fac to rs as 
may be deemed applicable i n de t e rmin ing the amount of gas that may be p r o ­
duced without waste w i t h i n the ensuing p r o r a t i o n p e r i o d . " P r e l i m i n a r y 
Nomina t ions" shal l be submit ted on a f o r m p re sc r ibed by the Commiss ion . 

R U L E 9. Each month , the C o m m i s s i o n sha l l cause to be submit ted 
by each gas purchaser i t s "Supplemental Nomina t ions" of the amount of gas 
which each i n good f a i t h ac tua l ly desires to purchase w i t h i n the ensuing p r o ­
r a t i o n month f r o m the Jalco Gas P o o l . The Commiss ion sha l l hold a publ ic 
hear ing between the 15th and 20th days of each month to de te rmine the 
reasonable marke t demand f o r gas f o r the ensiling p r o r a t i o n month , and sha l l 
issue a p r o r a t i o n schedule set t ing out the amount of gas wh ich each w e l l may 
produce dur ing the ensuing p r o r a t i o n month . Included i n the month ly p r o r a ­
t i o n schedule shal l be a tabula t ion of a l lowable and p roduc t ion f o r the second 
preceding month together w i t h an adjusted a l lowable computat ion f o r the 
second preceding month . Said adjusted al lowable sha l l be computed by c o m ­
pa r ing the actual al lowable assigned w i t h the actual p roduc t ion . I n the event 
the al lowable assigned is grea ter than the actual p roduc t ion , the al lowables 
assigned the top al lowable units sha l l be reduced p ropor t iona te ly , and i n the 
event the al lowable assigned is less than the p roduc t ion then the al lowables 
assigned the top al lowable units shal l be increased p ropor t iona te ly . "Supple­
menta l Nomina t ions" sha l l be submit ted on a f o r m p r e s c r i b e d by the C o m -
mis s ion. 

The Commiss ion shal l include i n the p r o r a t i o n schedule the gas wel l s 
i n the Jalco Gas Poo l d e l i v e r i n g to a gas t r anspor t a t i on f a c i l i t y , o r lease 
gather ing sys tem, and shal l include i n the p r o r a t i o n schedule of the Jalco Gas 
Poo l any w e l l which i t f inds i s being unreasonably d i s c r i m i n a t e d against 
through denial of access to a gas t r anspor t a t ion f a c i l i t y , w h i c h is reasonably 
capable of handling the type of gas produced by such w e l l . The t o t a l a l l o w ­
able to be al located to the pool each month sha l l be equal to the sum of the 
supplemental nominations together w i t h any adjustment wh ich the C o m m i s s i o n 
deems advisable . The a l loca t ion to a pool r ema in ing a f t e r subtract ing the 
capacities of m a r g i n a l units shal l be d iv ided and al located r a t ab ly among the 
n o n - m a r g i n a l units i n the p r o p o r t i o n that the acreage contained i n each uni t 
bears to the t o t a l acreage a l lo ted to such non -marg ina l un i t s . 

B A L A N C I N G OF PRODUCTION 

R U L E 10. Underproduct ion: The dates 7:00 A . M . , January 1 and 
7:00 A . M . , Ju ly 1, sha l l be known as balancing dates and the per iods of 
t i m e bounded by these dates sha l l be known as gas p r o r a t i o n pe r iods . The 
amount of cu r r en t gas al lowable r ema in ing unproduced at the end of each p r o ­
r a t i o n pe r iod sha l l be c a r r i e d f o r w a r d to and may be produced du r ing the next 
succeeding p r o r a t i o n pe r iod i n addi t ion to the n o r m a l gas al lowable f o r such 
succeeding per iod ; but whatever amount thereef is not made up w i t h i n the f i r s t 
succeeding p r o r a t i o n p e r i o d sha l l be cancel led. I f , at the end of the f i r s t 
succeeding p r o r a t i o n p e r i o d , a grea ter amount of a l lowable r emains unproducejl 
than was c a r r i e d f o r w a r d as underproduct ion , the amount c a r r i e d f o r w a r d to 
the second succeeding p e r i o d sha l l be the t o t a l underproduct ion less the amount 
c a r r i e d f o r w a r d to the f i r s t succeeding p e r i o d . 

I f i t appears that such continued underproduct ion has resu l ted f r o m 
i n a b i l i t y of the w e l l to produce i t s a l lowable , i t may be c l a s s i f i ed as a 
m a r g i n a l w e l l and i t s al lowable reduced to the w e l l ' s a b i l i t y to produce . 
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R U L E 1 1 . Overproduc t ion : A w e l l which has produced a greater 
amount of gas than was a l lowed du r ing a g iven p r o r a t i o n p e r i o d sha l l have 
i t s al lowable f o r the f i r s t succeeding p r o r a t i o n pe r iod reduced by the amount 
of such overproduc t ion and such overproduct ion sha l l be made up w i t h i n the 
f i r s t succeeding p r o r a t i o n p e r i o d . I f , at the end of the f i r s t succeeding 
p r o r a t i o n p e r i o d , the w e l l i s s t i l l overproduced, i t sha l l be shut i n and i t s 
cu r ren t month ly al lowable charged against said overproduc t ion u n t i l the w e l l 
is i n balance. I f , at any t i m e , a w e l l is overproduced an amount equaling 
s ix t imes i t s cu r ren t month ly a l lowable , i t shal l be shut i n u n t i l i t i s i n 
balance. 

The C o m m i s s i o n may al low overproduc t ion to be made up at a l esse r 
rate than would be the case i f the w e l l were complete ly shut i n upon a showing 
at publ ic hear ing a f t e r due notice that complete shut i n of the w e l l would 
re su l t i n m a t e r i a l damage to the w e l l . 

GRANTING OF A L L O W A B L E S 

R U L E 12. No gas w e l l sha l l be given an al lowable u n t i l F o r m C-104 
and F o r m C-110 have been f i l e d together w i t h a plat showing acreage a t t r i ­
buted to said w e l l and the locations of a l l we l l s on the lease. 

R U L E 13. Al lowables to newly completed gas we l l s sha l l commence 
on the date of connection to a gas t r anspo r t a t i on f a c i l i t y , as de te rmined f r o m 
an a f f i d a v i t fu rn i shed to the Commiss ion (Box 2045 Hobbs, New Mexico) by 
the purchaser , o r the date of f i l i n g of F o r m C-104 and F o r m C-110 and the plsjt 
descr ibed above, whichever date is the l a t e r . 

REPORTING OF PRODUCTION 

R U L E 14. The month ly gas p roduc t ion f r o m each gas w e l l shal l be 
metered separately and the gas p roduc t ion t h e r e f r o m sha l l be submit ted to 
the Commiss ion so as to reach the C o m m i s s i o n on o r before the twent ie th 
day of the month next succeeding the month i n wh ich the gas was produced. 
The operator shal l show on such r e p o r t what d i spos i t ion has been made of the 
gas produced. The f u l l p roduc t ion of gas f r o m each w e l l shal l be charged 
against the w e l l ' s a l lowable regardless of what d i spos i t ion has been made of 
the gas; p rov ided , however that gas used on the lease f o r consumption i n 
lease houses, t r e a t e r s , combust ion engines and other s i m i l a r lease equip­
ment shal l not be charged against the w e l l ' s a l lowable . 

DEFINITIONS 

R U L E 15. A gas w e l l shal l mean a w e l l producing gas o r na tura l 
gas f r o m a common source of gas supply f r o m a gas pool de te rmined by the 
C o m m i s s i o n . 

R U L E 16. The t e r m "gas purchaser" as used i n these r u l e s , sha l l 
mean any " taker" of gas e i ther at the wellhead o r at any point on the lease 
where connection is made f o r gas t r anspor t a t i on o r u t i l i z a t i o n . It shal l be 
the r e spons ib i l i t y of said " taker" to submit a nomina t ion . 

PROVIDED F U R T H E R that those we l l s located w i t h i n the def ined 
l i m i t s of the Jalco Gas Pool which produce o i l and receive an o i l a l lowable 
on the o i l p r o r a t i o n schedule sha l l be p ro ra t ed as o i l we l l s pending f u r t h e r 
study and that " p r e l i m i n a r y " and "supplemental" nominat ions , as out l ined i n 
Rules 8 and 9 above, shal l pe r t a in only to gas wel l s wh ich are not assigned 
an o i l a l lowable . 

PROVIDED F U R T H E R that a l l operators of o i l o r gas wel l s sha l l 
submit to the Hobbs o f f i ce of this Commiss ion (Box 2045) on or before January 
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1, 1954 a copy of e i ther an e l ec t r i c log or sample log of each w e l l ( i f available^ , 
whether o i l or gas, that they operate w i t h i n the def ined l i m i t s of the Jalco 
Gas P o o l . Attached to each log shal l be a detai led r e p o r t showing w e l l e leva­
t i o n , t o t a l depth, plug back depth, depth of p roduc t ion s t r i n g , i n t e r v a l of p e r ­
fora t ions and open hole and es t imat ion of f o r m a t i o n tops of Yates, Seven R i v e r > 
and Queen as indicated by the l o g . Any operator of any w e l l he rea f t e r comple ­
ted or recompleted w i t h i n the defined l i m i t s of the Jalco Pool shal l also submit 
to the Hobbs o f f i ce o f t h e C o m m i s s i o n , the logs and i n f o r m a t i o n detai led 
above w i t h i n 30 days f o l l o w i n g such comple t ion o r r ecomple t ion . 

I n the event that the C o m m i s s i o n deems i t advisable to obtain a d d i ­
t iona l i n f o r m a t i o n f r o m wel l s producing outside the def ined l i m i t s of the Jalco 
Gas Pool the Secre ta ry of the Commiss ion is hereby author ized to issue a 
d i r e c t i v e to operators i n o rder to obtain the des i red i n f o r m a t i o n . 

PROVIDED F U R T H E R that the prov is ions of these ru les contained 
h e r e i n shal l not apply to those wel l s involved i n the Rhodes Storage A r e a . 
P r o v i d e d , however, that operators i n the Rhodes Storage A r e a shal l submit 
semi-annual r e p o r t s , corresponding w i t h the Jalco Gas Poo l p r o r a t i o n p e r i o d , 
said repor t s shal l contain s t a t i s t i ca l i n f o r m a t i o n showing the amount of gas 
in jec ted and w i t h d r a w n f r o m storage du r ing each pe r iod and the cumulat ive 
amount of gas in jec ted and w i thd rawn at the end of the p r o r a t i o n p e r i o d . 

PROVIDED F U R T H E R that as soon as possible a tes t ing procedure 
f o r a l l gas we l l s shal l be adopted by the C o m m i s s i o n . Said procedure sha l l 
contain adequate tests i n order to de termine the f e a s i b i l i t y of employing any 
w e l l po tent ia l , d e l i v e r a b i l i t y o r p ressure fac to rs i n a l loca t ing gas. 

PROVIDED F U R T H E R that those operators who des i re approval of 
the C o m m i s s i o n of gas -o i l dual complet ions under the prov is ions of Statewide 
Rule 112-A should also comply w i t h the prov is ions of Rule' r 2, 3 and 4 of th i s 
o rde r before approval w i l l be granted. 

PROVIDED F U R T H E R that i n o rde r to inaugurate gas p r o r a t i o n i n g 
and a l loca t ion i n the Jalco Gas Pool on January 1, 1954 the Commiss ion shal l 
consider the nominations of purchasers f o r the p r o r a t i o n pe r iod beginning 
January 1, 1954 at the regu la r hear ing o f t h e Commiss ion on November 19, 
1953 and shal l r equ i r e each purchaser of gas f r o m the Jalco Gas Poo l to submii: 
w i t h each "supplemental" nominat ion a l i s t of the we l l s and t h e i r loca t ion f r o m 
which gas is to be purchased commencing January 1, 1954. I n th is instance 
the l i s t of .wel l s shal l p e r t a i n sole ly to those wel l s which are gas we l l s and are 
not on the /p ro ra t ion schedule. 

PROVIDED F U R T H E R that i n the event an operator has a producing 
w e l l on acreage which does not c o n f o r m to the prov is ions of Rule 2 o r Rule 7 
and an exception to Rule 7 is to be requested of th is C o m m i s s i o n , the neces­
sary i n f o r m a t i o n requested under Rule 12 should be compl ied w i t h pending 
Commiss ion ac t ion . I n this instance the P r o r a t i o n Manager is d i rec ted to 
assign to the w e l l only that acreage a t t r ibutable to the w e l l l y i n g w i t h i n the 
quar ter sect ion upon which the w e l l is located . I n the event the unorthodox 
unit is approved a f t e r notice and hear ing and an increase i n to t a l acreage is 
pe rmi t t ed then the to t a l a l lowable assigned the w e l l shal l be adjusted and made 
re t roac t ive to the 1st day of the p r o r a t i o n pe r iod o r the f i r s t day the w e l l p r o ­
duced into a gas t r anspor t a t ion f a c i l i t y i f the w e l l was not product ive p r i o r to 
January 1, 1954. 

PROVIDED F U R T H E R that copies of F o r m C-115, Monthly P roduc t ion 
Report , submit ted i n compliance w i t h Rule 14 shal l be d i s t r i bu ted by the opera­
tor as f o l l o w s : O r i g i n a l to O i l Conservat ion Commiss ion , Box 871 , Santa Fe; 
two copies to O i l Conservat ion C o m m i s s i o n , Box 2045, Hobbs, New M e x i c o , 
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IT IS F U R T H E R ORDERED that nothing i n th is O r d e r , or Orde r No . 
R-368, he re to fore issued by the Commiss ion , sha l l be construed as r e - c l a s s i ­
f y i n g any w e l l now p ro ra t ed on the o i l p r o r a t i o n schedule as a gas w e l l , 
and any such r e c l a s s i f i c a t i o n he rea f t e r made sha l l only be made a f t e r due 
notice and hea r ing . 

DONE at Santa Fe , New M e x i c o , on the day and year hereinabove 
designated. 

S T A T E O F NEW MEXICO 
O I L CONSERVATION COMMISSION 

E D W I N L . M E C H E M , Cha i rman 

S E A l 



BEFORE THE O I L CONSERVATION COMMISSION 
OF THE STATE OF NEW M E X I C O 

I N THE M A T T E R OF THE H E A R I N G 
C A L L E D B Y T H E O I L CONSERVATION 
COMMISSION OF THE S T A T E OF NEW 
M E X I C O FOR THE PURPOSE OF 
CONSIDERING: 

THE A P P L I C A T I O N OF THE O I L 
CONSERVATION COMMISSION ON ITS 
OWN M O T I O N FOR A N ORDER E S T A B L I S H ­
ING POOL RULES FOR THE JALCO GAS 
P O O L , L E A COUNTY, NEW M E X I C O , SAID 
RULES BEING CONCERNED W I T H W E L L 
SPACING, GAS PRORATION AND A L L O C A T I O N , 
P R O R A T I O N UNITS, POOL D E L I N E A T I O N AND 
OTHER R E L A T E D M A T T E R S INSOFAR AS THEY 
P E R T A I N TO THE G E N E R A L RULES FOR GAS 
P R O R A T I O N AS SET F O R T H I N ORDER NO. R-356 
I N CASE 521. 

ORDER OF THE COMMISSION 

B Y THE COMMISSION: 

This case came on f o r hear ing at 9 o 'c lock a . m . on September 17, 
1953, at Santa F e , New M e x i c o , before the O i l Conservat ion Commiss ion 
of New M e x i c o , he re ina f t e r r e f e r r e d to as the " C o m m i s s i o n , " 

NOW, on th is fi$ day of September, 1953, the C o m m i s s i o n , a 
quorum being present , having considered the statements of in teres ted 
persons , and the o f f i c i a l r ecords of the o f f i ce and other per t inen t data, 
and being f u l l y advised i n the p r e m i s e s , 

FINDS; 

(1) That due publ ic notice having been given, the C o m m i s s i o n has 
j u r i s d i c t i o n of th is cause, 

(2) That product ion records of gas wel l s producing w i t h i n the Jalco 
Gas P o o l as here tofore designated, c l a s s i f i ed and def ined, indicate the 
necessi ty f o r p r o r a t i o n of ga s -we l l gas f o r the prevent ion of waste and the 
p ro tec t ion of co r r e l a t i ve r i g h t s . 

(3) That Order No. 356, here tofore issued by the C o m m i s s i o n , and 
containing appropriate general ru les r e l a t ive to g a s - w e l l spacing, gas 
p r o r a t i o n and gas a l loca t ion , appearing to be s a t i s f a c t o r i l y applicable to 
the Jalco Gas P o o l , should be considered as the special ru les and regula t ion 
f o r said pool pending f u r t h e r o rder of the C o m m i s s i o n . 

I T IS THEREFORE ORDERED: 

That the ru les and regulat ions r e l a t ing to gas -we l l spacing, gas 
p r o r a t i o n and gas a l loca t ion , as set out i n Order R-356 , be, and the same 
hereby are made the special ru les and regulat ions of the Jalco Gas P o o l 
pending f u r t h e r order of the C o m m i s s i o n a f t e r notice and hear ing . 
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IT IS F U R T H E R ORDERED; 

That a l l par t ies in teres ted i n said Jalco P o o l and the ru les 
t h e r e f o r be, and they and each of them are hereby ordered to show cause 
at 9 o 'c lock a. m . on October 26, 1953, at Santa F e , New M e x i c o , why the 
ru les and regulat ions r e f e r r e d to hereinabove, w i t h any essential amend­
ments , shal l not be put into e f fec t as of November 1, 1953. 

S T A T E OF NEW M E X I C O 
OIL. CONSERVATION COMMISSION 

E D W I N L . M E C H E M , Cha i rman 

E . S. W A L K E R , Member 

R. R. SPURRIER^ Member & Secre tary 

S E A L 


