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The Oil Conservation Commission 
State of New Mexico 
Santa Pe, New Mexico 

Attention - Mr. R. R. Spurrier 

Secretary-

Re - Case No. 673 Before the 
Oil Conservation Commission 

Gentlemen: 
Enclosed herewith are seven (7) copies of a proposed 

Order to be entered in Case No. 673. 

The proposed Order which i s being submitted for your 
consideration has been prepared without any particular gas 
pool being designated, and we recommend that the same Order 
be entered for the Eumont, Arrow, and the combined Jalco and 
Langmat Gas Pools in Lea County, New Mexico. 

Your consideration of this proposed Order wi l l be 
greatly appreciated. 

H. M. BAYER 

cc: Ross Malone 
Atwood & Malone 
Roswell, New Mexico 
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May 14, 1954 

O i l Conservation Commission of New Mexico 
Santa Fe, Nev/ Mexico 

Re: Gas Prorationing 

Gentlemen: 

At the close of the special hearings i n Santa Fe, held on 
May 10th and 11th, the Commission advised that i t would receive ~" 
comments and proposed rules i n connection with gas prorationing. 
The comments contained herein, and the suggested Order attached 
hereto, are submitted on behalf of Texas Pacific Coal and O i l 
Company. 

The essential elements of the proposed order are as follows: 

1. The Jalco and Langmat Pools are combined i n t o a single gas 
pool f o r which the name "Jalmat" i s suggested. The areal l i m i t s 
as proposed by Exhibit "A" are taken from Order No. 264 of the 
Commission, dated February 17, 1953, and i t may be that there 
have been additions or deletions since that time. I f the Com­
mission decides to combine these pools then these areal l i m i t s 
should be checked. The v e r t i c a l l i m i t s of the Jalmat Pool are 
shown as a point 100 feet above the ba.:,e of the Seven Rivers 
formation, although we have no p a r t i c u l a r objection to the 
v e r t i c a l l i m i t s based upon sea l e v e l datum as suggested by 
the Commission geologist. I n order to establish some cer t a i n t y 
as to the c l a s s i f i c a t i o n of wells, we are suggesting that a l l 
wells completed solely above t h i s point be c l a s s i f i e d as gas 
wells, a l l wells completed solely below t h i s point be c l a s s i f i e d 
as o i l -veils, and that a l l wells completed both above and below 
t h i s point be c l a s s i f i e d according to a d e f i n i t i o n of gas wells 
which we suggest to be those producing at a gas/oil r a t i o i n 
excess of 100,000 to 1. We recognize that there w i l l be localized 
areas i n the gas pool which w i l l be producing o i l , and of course 
we f e e l that the Commission should consider these at special 
hearings i n order to make certain that as much of the o i l i s r e ­
covered as i s possible before pressure declines i n the reservoir 
cause migration and loss of ultimate recovery. 

2. With regard to the gas/oil r a t i o l i m i t of o i l wells i n t h i s 
area, we are suggesting a l i m i t of 10,000 to 1, based upon the 
current top u n i t allowable f o r o i l proration u n i t s . Both our 
own s i t u a t i o n and the testimony offered by the operators of 
gasoline plants taking casinghead gas from t h i s area, indicate 
that t h i s i s the lowest l i m i t which can be established without 
seriously disrupting the economic picture i n the area, including 
r o y a l t i e s and taxes to the State of Nev/ Mexico. 



3. The proposed Order contains a provision making i t unlawful 
to allow the escape into the open a i r of gas from o i l wells. We 
concur w i t h the recommendation of the Commission s t a f f i n t h i s 
regard, believing that the gas/oil r a t i o l i m i t a t i o n cannot be 
properly enforced without such an order. Our proposed order 
does not provide f o r any p a r t i c u l a r exceptions, and i t may be 
that the Commission w i l l desire to authorize the venting of gas 
f o r a temporary period a f t e r the completion of a new w e l l . We 
f e e l that the r i g h t to seek an exception f o r economic reasons 
i s i m p l i c i t i n any order of the Commission, and have not, there­
fore, included any provision f o r the venting of gas where a 
market i s not available. 

L. With reference to the creation of unorthodox proration u n i t s , 
our proposed order continues 160 acres as the basic proration 
u n i t , but provides f o r an increase up to 6L0 acres upon a p p l i ­
cation to the Commission -.hero the acreage assigned i s adjacent 
to the w e l l , and where the applicant has furnished the Commission 
with evidence that a copy of the application has been mailed to 
off s e t operators. I f there i s no objection i n w r i t i n g by any 
off s e t operator w i t h i n 10 days, then the non-standard u n i t i s 
approved and the allowable I s increased or decreased i n the 
proportion that the standard u n i t allowable bears to the number 
of acres i n a non-standard u n i t . Vie f e e l that due to the h i s t o r y 
of development i n the area on a 160-acre spacing, and due to the 
fa c t that a number of people have entered i n t o communitization 
agreements on a 160-acre basis, that i t would be more p r a c t i c a l 
to grant multiples of 160 rather than change the basic u n i t to 
640 acres and grant f r a c t i o n a l allowables. We would, however, 
raise no p a r t i c u l a r objection to 640-acre basis proration u n i t s . 

5. We have made no changes i n the present rule with reference to 
gas a l l o c a t i o n inasmuch as t h i s i s esse n t i a l l y an administrative 
problem. For whatever i t may be worth, i t i s our thought that 
perhaps the procedure followed by the State of Kansas i n the basic 
proration order f o r tne Hugoton gas f i e l d might o f f e r a more 
sim p l i f i e d procedure. Under t h i s plan the proration schedule i s 
set up f o r the next six months a f t e r the hearing, and i f the 
purchasers are unable to l i m i t t h e i r ntakes" of gas to the quanti­
t i e s f i x e d i n the six months proration schedule, then the d i r e c t o r 
of the Commission has aut h o r i t y to permit production to be i n ­
creased ratably from a l l wells i n the f i e l d to meet the emergency 
increased demand, and the facts concerning t h i s care presented at 
or before the next six months hearing f o r such action as may be 
necessary, adjustments are made f o r overages and underages at 
the end of each six months period and any overage not made up 
during the succeeding period results i n the shutting-in of the 
w e l l . Whenever the overage i s three times the amount of the 
current month's allowable, the w e l l must be shut-in u n t i l the 
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overage i s f u l l y absorbed. Underages i n excess of three times 
the allowable f o r the current month r e s u l t i n cancellation of 
the accumulated excess. I f the Commission wants to know what i s 
taking place each month, there i s nothing to prevent t h e i r re­
quiring purchasers to submit reports to the Commission on each 
u n i t each month, which would be available to any interested pro­
ducer. As we indicated at the hearing, we have, f o r the time 
being, withdrawn our request f o r minimum allowables i n view of 
the l e t t e r from the President of SI Paso Natural Gas Company. 
This l e t t e r , which i s I n evidence, states that E l Paso Natural 
Gas Company w i l l honor the "take or pay" provisions of t h e i r 
contracts, despite the allowable, i f t h e i r f a i l u r e to take up to 
the minimum i n any year i s due to t h e i r own nominations. We have 
some serious concern about the future of the dry gas market i n 
Lea County, and of course r e t a i n the r i g h t to reconsider the matter 
i f and when the actual allowables assigned during any s i x months 
period f a l l below the "minimum take" provisions of our contracts. 

The Order which i s enclosed covers only the Jalco and Langmat 
areas, but of course additional orders could be issued covering 
the Arrow and Eumont Pools, or i t could a l l be embraced i n one 
order. Our p r i n c i p a l concern i s w i t h pool delineation, and we 
therefore confined our proposed order to the Jalco and Langmat 

As the Commission knows, Case No. 5^2, which i s the rehearing 
on the Jalco Gas Pool, i s closed and i s awaiting the Order of 
the Commission. We do not, of course, know what Order the 
Commission may u l t i m a t e l y enter i n Case No. 673, hut we would 
appreciate i t i f we could be advised as soon as the Order i s 
entered, i n order that we may make a decision with reference to 
the procedure to be followed r e l a t i v e to Case No. 5$2. 

areas. 

JMC:le 
Enc. 



May 20, 195k 

Hew Mexico O i l Ccnaerv<"tien Commissi ion 
~»&n£a ;-*o, Hew Mexico 

1« 
pules as 

<*nstlon 

( lent l "-m»sn: 

*luh reference to rev is ion of jrse prera 
set f o r t h i n ordere previously iseued by the 
r e s p e c t f u l l y m gest to the Corimleeion 
be given to the f o l l o w i n * : 

1 . Define a ;--;aa * « l £ i r terras of ga s - a i l r a t i o s . 
Hy - l o f i n i t i o r , would be_^JWr-g^s * e l i s iml^neen a 
wel l that produce a a » j » *hati>eije ' husdred tHeusand 
oubic f e e t o f g»a to^MNjf^rbe^i^ of crude o i l from 
the same producing 

— • Prorate each zo 
a aepsreto pool , e 

an 
believe the/^bwsfb^lon 
production, 
Oaa Conae, 
act a tet 
on "a po 
ground real 
o i l o r -ma 
Mf^rftST^wme l a 
^one^in^the- st 
«is/usb« j ^ e i a . f ^ r c f o r e the Commission i s d i rected 

prorR^e t!ka separate uni te o i l and er gaK areas 
t a i n e«*bh pbo^uc3r^#oae« : (Xatee, CXieen, .Oreyburr, 

irtK^iidrHSJzoAms, l a the ease general s t r uc tu r e . ) 

e ^ener^l s t ruc ture 
an o i l pool or as a 

l e to each *one. I 
•ted to so a l loca te 

the basic O i l end 
id as amended* This 

Baton aha l l p r o h i b i t waste 
o l " i s defined "as an under-
ng a cojaaton a sous ula t i o n of 

1 20.no of a pjenerel s tructure* 
y separated f r o a any other 
ia covered by the word "pool* 

3, 
f l ! 

no- f l a ro order" f o r eaeh-prorated o i l 

4 . Place s l i m i t i n g gne-ol l r a t i o or a l l prorated 
o i l pools. Setcl r a t i o te be not leas then 10,000 
to 1 I i i the 3fti;d Area ©f South :,ea County, but should 
Lo a d j u j t o r upward aa reservoir oenditiona d i c t a t e . 

ILLEGIBLE 



xmslder correlative rights* and/or equal economic 
re tum to r r operator f o r invested capi tal ; i f the 
Commission imposes ges-oil ra t io control on o i l f i e l d s 
to balance voluaetio withdrawals f roa the gaa f i e l d s , 
I request the Oomaiasles to consider and balance the 
economic return aa operator reoelvea f roa high pressure 
dry gas ao compered to low pressure oasin^hoad gas. 

6* Issue s six.months proration schedule f o r gas 
pools and supplement th i s aohadTSbe t,a demand increases 
toward the ond of the six MOiftb^pertod. 

7. o-rr^.t on oh completed 
on i t s she re of market cl 
J-104 and C-110 ar© f i l e d 
ia unfair f o r an operator 
u n t i l auch time as^a-purchaser 
n oonnection. 

n. !s tlocnte g 
t r i a l pipa i i n 
duoer 1'3 « :ual\$ha 
porters tf.-k.tng 

wsble based 
that Forms 

ion . I t 
llowable 

ro *craat him 

nl&^k or other noji-indus-
e price paid tho pro-

erst^t 'i pipeline trans-

•^espec^fully submitted 

ILLEGIBLE 



T H E OHIO OIL COMPANY 
CITY N A T I O N A L B A N K B U I L D I N G 

P.O. BOX 3128 _ ^.^.^p. n r < r t 

HOUSTON 1, TEXAS MA ' i l CFFibC OCC 

W. H. EVERETT M g , 
J O H N L. C A M P J ^ > - ^ 7 / ^ _ . t r-
J. O. TERRELL COUCH '.'.V: U h l t.'-"-' ' - ' i i» • * » 3 

ATTORNEYS 

STATEMENT OF THE OHIO OIL COMPANY 
RE: CASE NO. 673 

New Mexico O i l Conservation Commission 
P. 0. Box 871 

Santa Fe,, New Mexico 

Gentlemen: 

The following observations are made on behalf of The Ohio O i l 

Company regarding t h i s case: 

1. The great preponderance of the testimony and evidence has 

established that the formations i n question do not constitute a single pool 

or reservoir throughout the entire expanse of the large area involved. 

Certainly the Grayburg and San Andres formations have been shown to be 

separate and disconnected from a l l other formations i n question. 

2. I t has not been established that any of the presently desig­

nated pools should be combined, wi t h the possible exception of the Jalco 

and Langmat gas pools. 

3- The use of subsea datum li n e s as v e r t i c a l l i m i t a t i o n s of the 

o i l and gas pools i s not supported geologically and would introduce a 

serious question as to the l e g a l i t y of any order based thereon. 

k. I t has not been established whether any of the proposed combina­

tions of any of the pools i n question would protect or in j u r e the correlative 

rights of the parties affected. 

5. Contractual r i g h t s and obligations have been created and 

capi t a l investments have been made on the basis of the present designations 

of these pools. No action should be taken which w i l l subject these estab­

lished economic r i g h t s to readjustment except such action as i s necessary 

from the standpoint of conservation, f o r the protection of correlative r i g h t s , 

and f o r the orderly development of and production from the reservoirs i n 

question i n accordance with laws of t h i s State. 

6. The facts now available now dictate that certain changes should 

be made at t h i s time i n the present f i e l d rules of each of the four gas pools 

i n order to promote and encourage development of and protection from such 

pools i n a manner which w i l l promote conservation and protect correlative 

r i g h t s . 
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7. Certain inequities exist which could and should be corrected by 

this Commission after separate hearings dealing with the respective problems. 

Based upon the foregoing analysis of the record i n this case, 

The Ohio makes the following recommendations: 

1. The twelve o i l pools and four gas pools involved i n this hearing 

should remain as presently delineated; however, The Ohio has no objection to 

the combination of the Jalco and Langmat gas pools. The question of eliminat­

ing the overlap in vertical delineation of certain gas pools and o i l pools 

should be dealt with on a pool to pool basis at separate hearings dealing with 

the respective areas. 

cubic feet of gaseous hydrocarbons to each barrel of crude petroleum o i l and 

completed i n a designated gas pool should be defined by the f i e l d rules as a 

gas well, and any other well completed i n a designated gas pool should be 

defined by the f i e l d rules as an o i l well and should be prorated as such. 

The statewide l i m i t i n g gas-oil ratio should be applied to each well which is 

not now subject to a li m i t i n g gas-oil ratio u n t i l such time as a higher ratio 

is shown to be necessary for such wells from the standpoint of conservation. 

gas pool should be on the basis of a formula giving due weight to the factor 

of deliverability. Such formula should be adopted for each of the respective 

gas pools only after notice and hearing at a time when the results of the 

current deliverability tests have been completed. In the interim The Ohio 

does not oppose the allocation of gas allowable in each of the pools on the 

basis of acreage alone. 

ration units for gas wells in the gas pools, based on the proposition that a 

gas well can ef f i c i e n t l y drain 6̂ 0 acres. The boundaries of such unorthodox 

units should not be a r b i t r a r i l y limited by section lines or subdivision lines. 

2. Any well having an actual producing ratio of more than 100,000 

3. A li m i t i n g gas-oil ratio should be applied to a l l o i l wells. 

k. The allocation of the gas allowable among the gas wells in each 

5. Liberal provisions should be made for obtaining unorthodox pro-

Respectfully submitted, 

THE OHIO OIL COMPANY 

B; 

TC:MK 


