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VICE-PRESIDENT

The 011 Conservation Commlission
State of New Mexlco
Santa Fe, New Mexico

Attention - Mr, R. R. Spurriler
Secretary

Re - Case No. 673 Before the
01l Conservation Commission

Gentlemen:

Enclosed herewith are seven (7) copies of a proposed
Order to be entered in Case No. 673.

The proposed Order which is being submlitted for your
conslderation has been prepared without any particular gas
pool belng designated, and we recommend that the same Order
be entered for the Eumont, Arrow, and the combined Jalco and
Langmat Gas Pools 1n Lea County, New Mexlco.

Your consideration of this proposed Order will be
greatly appreciated.

Your gery 1y,

LB
H. M. BAYER

cc: Ross Malone
Atwood & Malone
Roswell, New Mexico
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PHONE 4975

bay 1k, 1954

0il Conservetion Cormmission of New Mexico
Santa Fe, New iexico

Re: Gas Prorationing
Gentlemen:

At the close of the special nearings in Santa Fe, held on

May 10th and 1lth, the Commission advised that it would receive
comments and sroposed rules in connection with gas prorationing.
The comments contained herein, and the suggested Order attached
hereto, cre submitted on behalf of Texas Pacific Coal and 0il
Company.

The essential elements ol the provosed order are as follows:

1. The Jzlco and Langmat Pools are combined into a single gas
nool for which the name "Jalumat" is suggested. The areal limits
as proposed by Exhibit "A" are taken from Order No. 264 of the
Commission, dated February 17, 1953, and it may be that there
have been additions or deletions since that time. If the Com-
mission decides to combine these pools then these areal limits
should be checked. The vertical limits of the Jalmat Pool are
shown &s a »noint 100 feet above the ba.e of the Seven Rivers
formation, although we have no particular objection to the
vertical limits based uvon seca leve’ datum as suggested by
the Commission geologist. In order to establish some certainty
as to the classification of wells, we are suggesting that all
wells completed solely above this point be classified as gas
wells, all wells COmulefed solely below this point be classified
as oil “elvg, and that all wells completed both above and below
this point be classgiiied according to a definition of gas wells
which we sugzest to be those producing at a gas/oil ratio in
excess of lO0,000 to 1. We recognize that there will be localized
areas in the gas pool which will be nroducing oil, and of course
we feel that the Commission should consider these at special
hearings in order to make certain that as much of the oil is re-
covered as 1is possible before pressure declines in the reservoir
cause migration and loss of ultimate recovery.

2. With rezord to the zas/oil ratio limit of oil wells in this
area, we are suggesting a limit of 10,000 to 1, based uvon the
cur’Pnt ton unit allowable for oil proration units. Both our
own situation and the testimony offered by the operators of
gasoline plants taking casinghead gas from this area, indicate
that thic is the lowest limit which can be estubllshed without
seriously disrupting the economic picture in the area, including
royvalties and taxes to the State of New Mexico.



3. The prososed Order contains a grovision making it unlawful
to allow the cscave into the open air of gas from oil wells. We
concur with the recommendation of the Comm1581on staff in this
regard, believing that the gus/oil retio limitation cannot be
properly cnforced witnout such an order. Our proposed order
does not orovide for any perticuler exceptions, and it may be
that the Comnission will desire to autnorize the venting of gas
for a teunorary period ofter the completion of a new well. We
feel that the right to seek an excepntion for economic reasons

is implicit in eny orcer of the Commission, and have not, taere-
fore, included any provision for the venting of gas where a
market 1is not availsble.

L. Vith reference to the creation of unorthodox proration units,
our oroosed order continues 160 zcres a&s the basic proration
unit, but orovides for an increase up to 640 acres upon appli-
cation to the Commission where the acreage assigned is adgqcent
to the well, =nd where the applicent has furnished the Commission
with evidence thet a copy of the epplication has been malled to
off'set ovzerators. If there is no objection in writing by any
offset operctor within 10 days, then the non-standard unit 1s
approved and the allowable is increased or decreased in the
proportion that the standard unit allowsble bears to the number
of acres in a non-stzndard unit. We feel that due to the history
of development in the areca on a 160-zcre spacing, and due to the
fact that & number of »eople have entered into communltlzatlon
agreements on a 160-acre buSlb, that it would be more practical
to zrant quthleo of 160 rather than chenge the basic unit to
6&0 acres «nd grant fractionesl allowebles. We would, however,
raise no ﬁartlcul\“ objection to 640-zcre basis Jroratlon units.

5. We hwve made no changes in the present rule with reference to
gas allocation inasmuch as this is esseuntially an administrative
problen. For wheatever it may be worth, it 1s our thought that
nerheps tihe procedure folloved by tihe State of Kansas in the basic
proration order for tne Hugoton gas field might offer a more
simplified procedure. Under this plan the proration schedule is
set up for tihe next six zonths &fter the hearing, and if the
purchasers are unable to limit their "takes" of gas to the quanti-
ties fixed in the six wonths proration schedule, then the director
of the Commission has authority to »nermit production to be in-
creased 1atably from all wells in the field to meet the emergency
increaced demand, znd the facts concerning this are presented at
or before the next six mwonths hearing for such action as may be
necessary. LaJustmeuuu are made Tor overages and underages at

the end of each six months period &nd any overage not ade up
during tine succeeding period results in the shutting-in of the
well. .henever the oversge is three times the amount of the
current wonth's allo”uoWe, the well must be shut-in until the



overage is fully absorbed. Underages in excess of three times
the allowable for the current month result in cancellation of

the accwmuluted excess. If the Commission wants to know what is
taking olace each wmonth, there is nothing to prevent their re-
quiring ourchasers to uUbult reports to the Commission on each
unit each month, which would be available to any interested pro-
ducer. As we indicated at the hearing, we have, for the time
being, withdrawn our request for minimum allowables in view of
the letter from the President of El Paso Natural Gas Company.
This letter, which is in evidence, states that El Paso Natural
Gas Compcny will honor the "take or pay" provisions of their
contracts, cespite the allowable, 1f their failure to take up to
the minimum in any year is due to their own nominations. We have
some sericus concern about the future of the dry gas market in
Lea County, =nd of course retain the right to reconsider the matter
if and when the cctual allowables assigned during any six months
period fall below the "minimum teke" orovisions of our contracts.

The Order which is enclosed covers only the Jalco and Langmat
areas, but of course additional orders could be issued covering
the Arrow ond Eumont Pools, or it could all be embraced in one
order. Our wrincipal concern is with pool delineation, and we
therefore confined our —rouosed order to the Jalco and Langmet
areas.

As the Commission knows, Ccse No. 582, which is the rehearing
on the Jalco Gas Pool, is closed and is awalting the Order of
the Commission. We do not, of course, know what Order the
Comnission may ultimately enter in Case No. 673, but we would
apprecicte it 1f we could be advised as soon &s the Order is
entered, in order that ve may meke a decision with reference to
the procedure to be followved relative to Case No. 582.

M. Campbell

JIiC:le
Enc,.



Hay 20, 1954
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Hew Maxico 011 Jongeprveiion vommission
ante ‘e, lisw Mexloo
gentl wmean:

slull reference to revigion of psas prers rules as
set orti in orders previcusly isaued by the rasion, I
respectfully su:gest to the Connmiasion Lhas ersetion

be ziven to the followirng:

1. Define & 22 well in teras of zes
Hy aefinitlor woulld be, Sde~gos weli shal
well that produces mops e hundred tMusand
suble feet of ges to MeddDerrdl of crude oil from
Lhie some producin: yOi

2. Prorste gach zodq N\ pAe phme sen=r:1 structure
f8 8 3eparaiad poo

1, eNghar o4 an oll pool or as @&

:p the beaic CL1 snd

id a3 anrended, This
Mglsslon ahall proiilbit waste
*PYol® is defined "as mn under-
ginin: & common acsumulation of
g zore of s genersl structure,
94y sspareted [rom arny other

p¥, 18 covered by the word "pool”
erciore the Commlssion 1z directed
geparale units ¢il and or sus areas
oluclng.gone, (Yates, “ueen,.Grayburs,
82, in tiie scme zeneral utructure, )

) VN

Yo Jlote 2 lAmiting gas-oll retio or =11 proratad
51l pools, 3eid ratio $6 bs not less chen 10,000

to L in the sand asreg of louth ‘es “ounty, but sliowld
Lo adlusted upward as rasorvoir cornditions dletete,

ILLEGIBLE



7 Jonsider correlative ri...oz anédfor ecual ecornomice

roturn to o operator for invested sapital; if the

Somnlasion imposes grpo-oll ratlo control on oll flelds
o belance volumesic withdr-wals from the gps flelds,

I recuest thre Jommission to consider and balance the

ccorpsmic revurn an operator recelves from hish pressure

éry gas as compsred to low pressure oasinghead gas,

4. Issue & 31X months prorciion schedule for ges
nools and supplement this sahys -
toward the and of the 31x m

7. Grent eonch comnletad eNouwsble uvased
on 1ts shere of merkeu dels v thiet Forma

J=104 gnd S-310 sre Tiled 1B reiskion. It
19 unfalir Jor sn operctor tO\MILL an/allovwalble
untll 8uch time as W O Fer ; o wrant hin
oo oonnection, -

Bk OF othor noneinduse
Re price nald thoe pro=-

Adapec¥fully submitted

ILLEGIBLE




THE OHIO OIlL. COMPANY

CITY NATIONAL BANK BUILDING
P. O. BOX 3128

' E Sniitalniila)
HOUSTON 1, TEXAS mARYOFFICE CCC
. H. EVERETT
.\JNOHN L. CAMP May 21, 1954 ANV IR B -
J. O. TERRELL COUCH REEAE TS SRR .S RPN ¢ 3o

ATTORNEYS

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

New Mexico 0il Conservation Commission
P. 0. Box 871

Santa Fe, New Mexico

Gentlemen:

The following observations are made on behalf of The Ohio 0il
Company regarding this case:

1. The great preponderance of the testimony and evidence has
established that the formations in 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 all other formations in question.

2. It has not been established that any of the presently desig-
nated pools should be combined, with the possible exception of the Jalco
and Langmat gas pools.

3. The use of subsea datum lines as vertical limitations of the
oil and gas pools is not supported geologically and would introduce s
serious question as to the legality of any order based thereon.

Ik, It has not been established whether any of the proposed combina-
tions of any of the pools in question would protect or injure the correlative
rights of the parties affected.

5. Contractual rights and obligations have been created and
capital investments have been made on the basis of the present designations
of these pools. No action should be taken which will subject these estab-
lished economic rights to readjustment except such action as is necessary
from the standpoint of conservation, for the protectiocn of correlative rights,
and for the orderly development of and production from the reservoirs in
question in accordance with laws of this State.

6. The facts now available now dictate that certain changes should
be made at this time in the present field rules of each of the four gas pools
in order to promote and encourage development of and protection from such
pools in a manner which will promote conservation and protect correlative

rights.
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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 in this case,
The Ohio makes the following recormmendations:

1. The twelve oil pools and four gas pools involved in this hearing
should remasin 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 oil pools
should be dealt with on a pool to pool basis at separate hearings dealing with
the respective areas.

2. Any well having an actual producing ratio of more than 100,000
cubic feet of gaseous hydrocarbons to each barrel of crude petroleum oll and
completed in a designated gas pool should be defined by the field rules as a
gas well, and any other well completed in a designated gas pool should be
defined by the fileld rules as an oil well and should be prorated as such.

3. A limiting gas-cil ratio should be applied to all oil wells.

The statewide limiting gas-o0il ratio should be applied to each well which is
not now subject to a limiting gas-oll ratio until such time as a higher ratio
is shown to be necessary for such wells from the standpoint of conservation.

i, The allocation of the gas allowable among the gas wells in each
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. 1In the interim The Ohio
does not oppose the allocation of gas allowable in each of the pools on the
basis of acreage alone.

5. Liberal provisions should be made for obtaining unorthodox pro-
ration units for gas wells in the gas pools, based on the proposition that a
gas well can efficiently drain 640 acres. The boundaries of such unorthodox

units should not be arbitrarily limited by section lines or subdivision lines.

Respectfully submitted,

THE OHIC OIL COMPANY

TC:MK



