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~REGISTER~-

SPECTIAL HEARING N. M. OIL CONSERVATION COMMISSION

~NAME -

W. S. Richardson
R. L. Boss

L. H. Foster

M. L. Melton

G. E. Stahl

H. T. White

G. Hirschfeld
N.P. Chesnutt
Qlayton L. Orn
V. G. Abbott

D. XK. Spellman, Jr.
C. M. Bumpass

J. H. Vickery
Carl M. Hill
Quilman L. Davis
J. W. Adams
Curtis Park

L. A. Hanson

A. R. Ballou

C. A, Hull

G. L. Tribble
Rex D. Fowler

H. E. Massey

(Cases 584,585, 586, 601)

-REPRESENTING-
Malco Refining Inc,
Gulf 0il Corporation
Anderson-Prichard 0il Corp.

n " nooon
Permian Basin P.L. Co.
Phillips Pet Co.

N.M. 0. & G.E.C.
Southern Union Gas Co.
The Ohio 0il Co.
Amerada

The Ohio 0il Co.

Gulf 0il Corp.

The Atlantic Refg. Co.
Lone Star Producing Co.
Southern Union Gas Co.
Morris R. Antweil

Lone Star Producing Co.
0.C.C.

Sun 0il Co.

Shell 0il Co.

Permian Basin Pipeline
Permian Basin Pipeline

Cities Service 0il

~l-

October 28,1953

-LOCATION-
Roswell
Ft. Worth
Hobbs,N.M.
n "
Omaha ,Nebr.
Barttesville,
Okla.
Hobbs,N.M.
Dallas,Tex.
Houston, Texas
Monument, N.M,
Midland, Texas
Hobbs, N. M.
Midland, Texas
Dallas, Texas
Dallas, Texas
Hobbs, N. M.
Dailas, Texas
Artesia
Dallas
Midland
Omaha
Omaha
Hobbs, N. Mex.
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-NAME-

E. H. Foster

U, D. Girand, Jr.

James M. Murray

J. W. Cole

J. R. Lutrell

A. L. Hill

Aaron L. Colum

Max EaCurry

Torrence E. Humble

R. S. Dewey

Joe L. Hudgins

R. T. Wright

F. N. Woodruff

G. A. Plummer

A. M. Wiederkehr

C. Beeson Neal

J. W. Baulch

Homer Dailey

V. T. Lyon

C. R. Bickel

C. C. Milson

Jason Kellahin

Harvey E, Otell, dJr.

Ralph L. May

-REPRESENTING-
Phillip "66"
Me Tex
Me Tex
Gulf 0il
Shell 0il
El Paso Nat., Gas
Delhi 0il Corp.
Skelly 0il Co.
Humble O. & Rfg. Co.
Humble 0. & Rfg. Co.
Humble O. & Rfg. Co.
El Paso Natural Gas Co.

"

Lone Star Prod. Co.
Southern Union Gas Co.
San Juan Drilling Co.
El Paso Natural Gas
Continental 0il Co.

n ton
Shell 0il
Continental 0il
Samedan
Lone Star Producing Co.

Buffaleo 0il Co.

-2-

-LOCATION-
Amando, Texas
Hobbs, N. M,
Hobbs, N. M.
Ft. Worth, Texas
Midland, Texas
Houston, Texas
Dallas, Texas
Hobbs, N. M.
Roswell, N. M,
Midland, Texas
Midland, Texas
Jal, N.M.
Houston, Texas
Midland, Texas
Dalles, Texas
Farmington,N.M.
Jal, N. M.

Ft. Worth, Texas
n n "
Hobbs, N, M.
Hobbs, N, M.
Santa Fe, N. M.
Midland, Texas

Artesia, N. M.
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E.

E.
L.
A,
L
C.

-NAME-
Scott

Ingram

Blankenship, Jr. Stanolind 0il & Gas Co.

Panter, Jr.

Arnold

R. R, Astor

Earl Ainsworth

Een Knight

R.

G.

Hiltz

Jack M. Campbell

-REPRESENTING-
Buffalo 0il Co.
Stanolind 0il & Gas Co.

0.C.C.
0.C.C.
Franklin, Astor & Fair
Permian Basin P.L. CO.

Stanolind 0il & Gas

it it fr

~-LOCATION-
Midland, Texas
Roswell, N. M.
Roswell, N. M,
Hobbs, N. M.
Aztec, N.M,
Roswell, N, M.
Omaha, Nebr,
Roswell, N. M.
Ft. Worth, Texas

Roswell, N.M.




BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico

October %3, 1953

In the matter of:

The Arrow Gas Pool, in Lea County, New )

Mexico, said operators and interested

persons being called upon to show cause Case No. 585
at speeial hearing beginning at 9 ofclock

a.m., on October 28, 1953, why Order No, )

R-371, Arrow Gas Pool, as amended at such

hearing should not be effective and in full:

force and effect as of November 1, 1953, )

BEFORE:

E. S. (Johnny) Walker, Commission5f Public Lands
R. R. Spurrier, Secretary, 0il Conservation Commission

TRANSCRIPT OF FROCEEDINGS




{Notice of publication read by Mr, Graham,)

MR, SPURRIER: Does any one have testimony to present in
this case?

MR, HILL: On behalf of 1 Paso Natural Gas, I would like

§ to just state that according to the records of the New Mexico Oil and

| Engineering Committee, there were five wells completed in this pool
as of July and El Paso is connected to two of them. In the case of
this pool, we recommend a proration formula of one hundred percent
acreage times deliverability,

MR. SPURRIER: Any one else?...Mr. Foster?

MR, FOSTER: I wish to add for the record here that we have
no interest in this pool. ‘

MR. SPURRIER: If no one has any testimony to introduce, I
will assume that we will go through the list again if you want to
incorpa ate your statements made in previous cases in this case,

MR. ABBOTT: Yes.

MR, SPURRIER: Mr., Girand?

MR. GIRAND: Yes.

MR. SPURRIER: Mr, Campbell?

MR. CAMPBELL: Yes, sir, both the statements I made on be-
half of Gulf and the statement I made on behalf of Texas Pacific Oil
Company.

MR, SPURRIER: Mr, Stahl?.....Mr. Bickel?

MR. BICKEL: We have no interest in this particular pool.

MR. SPURRIER: Mr. Hill?

MR, HILL: For El Paso, we would like our statement to apply

“5a
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will take it under advisement and move on to case 586,

SPURRIER: Mr. Foster?

FOSTER: We have no interest in this pool,
SPURRIER: Mr. Hiltz?

HILTZ: We have no interest in this pool.
SPURRIER: Mr. Hinkle?

HINKLE: Yes.

SPURRIER: Mr, Curry?

CURRY: We have no interest in this pool,
SPURRIER: Mr, Vickery?

VICKERY: Yes, sir.

SPURRIER: Mr. Kellahin?

KELLAHIN: ‘e have no interest in that pool,
SPUFRIFR: Any one elsge?

ORN: I would like to have our gtatement incorporated.

SPURRIER: 1If there is nothing further in the case, we




I, ADA DEARNLEY, Court Reporter do hereby certify that the foregoing
and attached transcript of proceedings was taken by me on the 28th
of October, 1953, that the same is a true and correct record to the

best of my lknowledge, skill and ability.,

) feennte,
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING

} CALLED BY THE OIL CONSERVATION

‘ COMMISSION OF THE STATE OF NEW

MEXICO FOR THE PURPOSE OF

CONSIDERING: CASE NO, 585

Order No. R-371

. THE APPLICATIOCN OF THE OIL CONSERVATION
COMMISSION ON ITS OWN MOTION FOR AN ORDER
ESTABLISHING POOL RULES FOR THE ARROW GAS
POOL, LEA COUNTY, NEW MEXICO, SAID RULES
BEING CONCERNED WITH WELL SPACING, GAS
FRORATICN AND ALLOCATION, PRORATION UNITS,

POOL DELINEATION AND OTHER RELATED MATTERS

. INSOFAR AS THEY PERTAIN TO THE GENERAL RULES

" FOR GAS PRORATION AS SET FORTH IN ORDER NO,
R-356 IN CASE 521,

ORDER OF THE COMMISSION

BY THE COMMISSION:

This case came on for hearing at 9 o'clock a, m, on September 17,
'1953, at Sania Fe, New Mexico, before the Qil Conservation Commission
of New Mexico, hereinafter referred to as the "Commission,"

NOW, on this ,Zl)day of September, 1953, the Commission, a
. quorum being present, having considered the statements of interested persons,
- and the official records of the office and other pertinent data, and being |
" fully advised in the premises,

FINDS:

(1) That due public notice having been given, the Commission has
; jurisdiction of this cause.

(2} That productiun records of gas wells producing within the
" Arrow Gas Pool as heretofore designated, classified and defined, indicate
the necessity for proration of gas-well gas for the prevention of waste and
;. the protection of correlative rights,

, (3) That Order No. 356, heretofore issued by the Commission, and
i containing appropriate general rules relative to gas-well spacing, gas
. proration and gas allocation, appearing to be satisfactorily applicable to the
- Arrow Gas Pool, should be considered as the special rules and regulations
for said pool pending further order of the Commission, J

IT IS THEREFORE ORDERED:

That the rules and regulations relating to gas-well spacing, gas
proration and gas allocation, as set out in Order R-356, be, and the same
hereby are made the special rules and regulations of the Arrow Gas Pool
pending further order of the Commission after notice and hearing.
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IT IS FURTHER ORDERED:

That all parties interested in said Arrow Pool and the rules iherefor
be, and they and each of them are hereby ordered to show cause at 9 o'clock
a,m, on QOctober 28, 1953 at Santa Fe, New Mexico, why the rules and
regulations referred to hereinabove, with any essential amendments, shall
not be put into effect as of November 1, 1953,

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

EDWIN L, MECHEM, Chairman

i . Se KER, Member

i R. R. SPU

Member and Secre.ary




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION

COMMISSION OF NEW MEXICO FOR THE

PURPOSE OF CONSIDERING
CASE NO, 585
ORDER NO, R-371-A

THE APPLICATION OF THE OIL

CONSERVATION COMMISSION ON ITS

OWN MOTION FOR ALL OPERATORS AND

INTERESTED PARTIES IN THE ARROW

GAS POOL TO SHOW CAUSE WHY THE RULES

AND REGULATIONS AS SET OUT IN ORDER R-356,

WITH ANY ESSENTIAL AMENDMENTS, SHOULD

NOT BE PUT INTO EFFECT,

ORDER OF THE COMMISSION

BY THE COMMISSION:

This case came on for hearing at 9 o'clock a, m., on October 28,
1953, at Santa Fe, New Mexico, before the Oil Conservation Commission of
New Mexico, hereinafter referred to as the "Commission,"

NOW, on this _/ & - day of November, 1953, the Commission, a
quorum being present, having considered the testimony adduced, the exhibits
received, the statements of interested parties, the official records of -this
Commission and other pertinent data, and being fully advised in the premises,

FINDS:

(1) That due public notice having been given, the Commission has
jurisdiction of this cause.

{(2) That the Commission, for the purpose of preventing waste and
drainage, and for the protection of correlative rights, entered Order R-356,
establishing certain general or "stand-ty" vules and regulations relating to
the proration of gas well gas, proration units, well spacing, and other ;
related matters in the gas pools of Eddy, Lea, Chaves and Roosevelt Counties,
New Mexico, applicable in all cases only after special rules for each gas
pool shall have been promulgated,

(3) That thereafter, after due notice and hearing, Order R-371 was
duly entered by the Commission. Order R-371 adopted the general or
"'Stand -by'' rules promulgated by Order R-356 as the Special Rules and Regu-
lations of the Arrow Gas Pool, heretofore established, R-371 was entered
pending o~ further order in the premises, said order to be entered only after
all interested parties were afforded the opportunity to be heard in the matter,

(4) That as a result of such hearing and in consideration of the
testimony adduced Special Pool rules should be promulgated for the Arrow
Gas Pool, heretofcre established, described and classified as a gas pool.
That the Special poel rules should approximate the general rules and regu-
lations promulgated by Order R-356 insofar as the same are applicable to
the Arrow Gas Pool, and should conform, generally with the provisional
special rules of Order R-371.
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(5) That in order for the Commission to evaluate and delineate the
actual productive limits of the Arrow Gas Pool all operators of oil and gas
wells within the defined limits of the Arrow Gas Pool sheould supply certain
Geological and Reservoir data to the Commission.

{6) That pending further study and orders, the allocation of gas in
the Arrow Gas Pool should be calculated on the basis of 100 per cent acreage,
based upon the standard 160 acre proration unit, which unit is limited to a
regular quarter section subdivision of the U. S. Public Land Surveys and
consisting of not less than 158 nor more than 162 acres, substantially in the
form of a square, with provision for deviation therefrom particularly in
cases of wells heretofore completed where the impracticability of unitization
is apparent,

(7) That an adequate gas well testing procedure should be adopted as
soon as possible so that operators, purchasers and the Commission can de-
termine the fairness and feasibility of an allocation factor for the pool which
employs the factors of deliverability, pressure, or any other factor relating
to gas well productivity.

IT IS THEREFORE ORDERED:

That Special Pool Rules applicable to the Arrow Gas Pool, be and the
sarne hereby are promulgated and are as follows:

SPECIAL RULES AND REGULATIONS
FOR THE ARROW GAS POCOL
LEA COUNTY, NEW MEXICO

WELL SPACING AND ACREAGE REQUIREMENTS FOR DRILLING TRACTS,

RULE 1. Any well drilled a distance of one mile or more from the
outer boundary of the Arrow Gas Pool shall be classified as a wildcat well,
Any well drilled less than one mile from the outer boundary of the Arrow Gas
Pool shall be spaced, drilled, operated and prorated in accordance with the
Regulations in effect in the Arrow Gas Pnol.

RULE 2. Each well drilled or recompleted within the Arrow Gas
Pool shall be locatéd on a tract consisting of not less than a quarter section
of approximately 160 surface contiguous acres substantially in the form of a

square which shall be a legal subdivision (quarter section) of the U. S. Public
Land Surveys, '

RULE 3, Eath well drilled within the Arrow Gas Pool shall not be
drilled closer than 660 feet to any outer boundary line of the tract nor closer
than 330 feet to a quarter-quarter section or subdivision immer boundary nor

closer than 1320 feet to a well drilling to or capable of producing from the
same pool,

RULE 4. The Secretary of the Commission shall have authority to
grant exception to the requirements of Rule 3 without Notice and Hearing
where application has been filed in due form and the necessity for the unor-
thodox location is based on topographical conditions or is occasioned by the
recompletion of a well previously drilled to another horizon,

Applicants shall furnish all operators within a 1320 foot radius of the
subject well a copy of the appiication to the Commission, and applicant shall
include with his application a written stipulation that all operators within such
radius have been prorerly notified, The Secretary of the Commission shall
wait at least 10 days before approving any such unorthodox location, and shall
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approve such unorthodox location only in the absence of objection of any off-
set operators. In the event an operator objects to the unorthodox location the
Commission shall consider the matter only after pruper notice and hearing.

RULE 5. The provision of Statewide Rule 104 Paragraph (k), shall
not apply to the Arrow Gas Pool located in Lea County, New Mexico.

GAS PRORATION

RULE 6. The Commission after notice and hearing, shall consider
the nominations of gas purchasers from the Arrow Gas Pool and other relevant
data and shall fix the allowable production of the Arrow Gas Pool, and shall
allocate production among the gas wells in the Arrow Gas Pool upon a reason-
able basis with due regard to correlative rights,

PRORATION UNITS

RULE 7. (a) For the purpose of gas allocation in the Arrow Gas Pool,
a standard proration unit shall consist of between 158 and 162 contiguous sur-
face acres substantially in the form of a square which shall be a legal sub-
division (quarter section) of the U. S, Public Land Surveys; provided, how-
ever, that a gas proration unit other than a legal quarter section may be
formed after notice and hearing by the Commission, or as outlined in Para-
graph (b). Any allocation unit containing less than 158 acres or more than
162 acres shall be a non-standard unit and its allowable shall be decreased or’
increased to that proportion of the standard unit allowable that the number of
acres contained therein bears to 160 acres. Any standard proration unit con-
sisting of between 158 and 162 contiguous surface acres shall be considered
as containing 160 acres for the purpose of gas allocation.

(b) The Secretary of the Commission shall have authority
to grant an exception to Rule 7 (a) without Notice and Hearing where applica-
tion has been filed in due form and where the following facts exist and the
following provisions are complied with;

1. The non-standard unit consists of lgss acreage than a
standard proration unit,

2. The acreage assigned to the non-standard unit lies
wholly within a legal quarter section and contains a well capable of producing
gas into a gas transportation facility on the date of this order,

3. The operator receives written consent in the form of
waivers from all operatcrs in the adjoining 160 acre proration units.

GAS ALLOCATION

RULE 8. At least 30 days prior to the beginning of each gas proration
period the Commission shall hold a hearing after due notice has been given.
The Commission shall cause to be submitted by each gas purchaser its "Pre-
liminary Nominations" of the amuount of gas which each in good faith actually
desires to purchase within the ensuing proration period, by months, from the
Arrow Gas Pool., The Commission shall consider the "Preliminary Nomina-
tions'" of purchasers, actual production, and such other factors as may be
deemed applicable in determining the amount of gas that may be produced with-
. out waste within the ensuing proration period. "Preliminary Nominations"
shall be submitted on a form prescribed by the Commission,

RULE 9., Each month, the Commission shall cause to be submitted by
each gas purchaser its "Supplemental Nominations'' of the amount of gas
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which each in good faith actually desires to purchase within the ensuing prora-
tion month from the Arrow Gas Pool, The Commission shall hold a public
hearing between the 15th and 20th days of each month to determine the reason-
able market demand for gas for the ensuing proration month, and shall issue
a proration schedule setting out the amount of gas which each well may produce
during the ensuing proration month., Included in the monthly proration sched-
ule shall be a tabulation of allowable and production for the second preceding
month together with an adjusted allowable computation for the second preceding
month, Said adjusted allowable shall be computed by comnparing the actual
allowable assigned with the actual production, In the event the allowable
assigned is greater than the actual production, the allowables assigned the top
allowable units shall be reduced proportionatzsly, and in the event the allowable
assigned is less thkan the production then the allowables assigned the top allow-
! able units shall be increased propationately. ''Supplemental Nominations"
shall be submitted on a form prescribed by the Commission,

The Commission shall include in the proration schedule the gas wells
in the Arrow Gas Pool delivering to a gas transportation facility, or lease
gathering system, and shall include in the proration schedule of the Arrow Gas
Pool any well which it find< is being unreasonably discriminated against through
denial of access to a gas transportation facility, which is reasonably capable of
handling the type of gas produced by such well, The total aillowable to be allo-
cated to the pool each month shall be equal to the sum of the supplemental
nominations together with any adjustmert which the Commission deems advis-
able, The allocation to a pool remaining after subtracting the capacities of
marginal units shall be divided and allocated ratably among the non-marginal
units in the proportion that the acreage contained in each unit bears to the total
acreage allotted to such non~marginal units,

BALANCING OF PRODUCTION

RULE 10. Underproduction: The dates 7:00 A, M., January l and
7:00 A, M,, July 1, shall be known as balancing dates and the periods of time
bounded by these dates shall be known as gas proration periods., The amount
of current gas allowable remaining unproduced at the end of each proration
period shall be carried forward to and may be produced during the next
succeeding proration period in addition to the normal gas allowable for such
succeeding period; but whatever amount thereof is not made up within the first
succeeding proration period shall be cancelled, If, at the end of the first
succeeding proration period, a greater amount of aliowable remains unproduced
than was carried forward as underproduction, the amount carried forward to
the second succeeding period shall be the total underproduction less the amount
carried forward to the first succeeding period.

If it appears that such continued underproduction has resulted from in-
ability of the well to produce its allowable, it may be classified as a marginal
well and its allowable reduced to the well's ability to produce.

RULE 11, Overproduction: A well which has produced a greater
amount of gas than was allowed during a given proration period shall have its
allowable for the first succeeding proration period reduced by the amount of
such overproduction and such overproduction shall be made up within the first
succeeding proration period. 1f, at the end of the first succeeding proration
period, the well is still overproduced, it shall be shut in and its current month-
ly allowable charged against said overproduction until the well is in balance.
if, at any time, a well is overproduced an amount equaling six times its current
monthly allowable, it shall be shut in until it is in balance.

The Commission may allow overproduction to be made up at a lesser
rate than would be the case if the well were completely shut in upon a2 showing
at public hearing after due notice that complete shut in of the well would result
in material damage to the well.
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GRANTING OF ALLOWABLES

RULE 12, No gas well shall be given an allowable until Form C-104
and Form C-110 have been filed together with a plat showing acreage attributed
to said well and the locations of all wells on the lease,

RULE 13, Allowables to newly completed gas wells shall commence
on the date of connection to a gas transportation facility, as determined from
an affidavit furnished to the Commission (Box 2045, Hobbs, New Mexico) by
the purchaser, or the date of filing of Form C-104 and Form C-~110 and the
piat described above, whichever date is the later.

REPORTING OF PRODUCTION

RULE 14, The monthly gas production from each gas well shall be
metered separately and the gas production therefrom shall be submitted to
the Commission on Form C-115 so as to reach the Commission on or before
the twentieth day of the month next succeeding the month in which the gas was
produced. The operstor shall show on such report what disposition has been
made of the gas produced. The full production of gas from each well shall be
charged against the well's allowable regardless of what disposition has been
made of the gas; provided, however that gas used on «.e lease for consumption
in lease houses, treaters, combustion engines and other similar lease equip-
ment shall not be charged against the well's allowable.

DEFINITIONS

RULE 15. A gas well shall mean a well producing gas or natural gas
from a common source of gas supply from a gas pool determined by the Com-
mission,

RULE 16, The term '"gas purchaser' as used in these rules, shall
mean any "taker! of gas either at the wellhead or at any point on the lease
where connection is made for gas transportation or utilization. It shall be
the responsibility of said 'taker' to submit a nomination.

PROVIDED FURTHER that those wells located within the defined limits
cf the Arrow Gas Pool which produce o0il and receive an oil allowable on the oil
proration schedule shall be prorated as oil wells pending further study and

" that "preliminary' and '"supplemental' nominations, as outlined in Rules 8

and 9 above, shall pertain only to gas wells which are not assigned an oil
allowable.

PROVIDED FURTHER that all operators of oil or gas wells shall sub-
mit to the Hobbs office of this Commission (Box 2045) on or before January 1,
1954 a copy of eitiizr an electric log or sample log of each well (if availiable)
whether oil or gas, that they operate within the defined limits of the Arrow Gas
Pool. Attached to each log shall be a detailed report showing well elevation,
total depth, plug back depth, depth of production string, interval of perfora-
tions and open hole and estimation of formation tops of Yates, Seven Rivers
and Queen as indicated by the log. Any operator of any well hereafter comple-
ted or recompleted within the defined limits of the Arrow Gas Pool shall also
submit to the Hobbs office of the Commission, the logs and information de-
tailed above, within 30 days following such completion or recompletion,

In the event that the Commission deems it advisable to obtain additional
information from wells producing outside the defined limits of the Arrow Gas
Pool the Secretary of the Commission is hereby authorized to issue a directive
to operators in order tu obtain the desired information.

PROVIDED FURTHERthat as soon as possible a testing procedure for
all gas wells shall be adopted by the Commission. Said procedure shall con-
tain adequate tests in order to determine the feasibility of employing any well
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potential, deliverability or pressure factors in allocating gas.

PROVIDED FURTHER that those operators who desire approval of the
Commission of gas-oil dual completions under the provisions of Statewide Rule
112-A should also comply with the provisions of Rules 2, 3 and 4 of this order
before approval will be granted,

PROVIDED FURTHER that in order to inaugurate gas prorationing and
allocation in the Arrow Gas Pool on January 1, 1954 the Commission shall
consider the nominations of purchasers for the proration period beginning
January 1, 1954 at the regular hearing of the Commission on November 19,

1953 and shall require each purchaser of gas from the Arrow Gas Pool to sub-
mit with each '"'supplemental’nomination a list of the wells and their location
| from which gas is to be purchased commencing January 1, 1954. In this instance
} the list of wells shall pertain sdely to those wells which are gas wells and are
| not on the oil proration schedule,

PROVIDED FURTHER that in the event an operator has a producing
well on acreage which does not conform to the provisions of Rule 2 or Rule 7
and an exception to Rule 7 is to be requested of this Commission, the neces-
' sary information requested under Rule 12 should be complied with pending
- Cormmission action. In this instance the Proration Manager is directed io
assign to the well only that acreage attributable to the well lying within the
‘quarter section upon which the well is located, In the event the unorthodox
unit is approved after notice and hearing and an increase in total acreage is
permitted then the total allowable assigned the well shall be adjusted and made
- retroactive to the 1lst day of the proration period or the 1st day the well pro-
i duced into a gas transportation facility if the well was not productive prior to
~ January 1, 1954,

PROVIDED FURTHER that copies of Form C-115, Monthly Production
. Report, submitted in compliance with Rule 14 shall be distributed by the opera~-
. tor as follows: Original to Oil Conservation Commission, Box 871, Santa Fe;
; two copies to Oil Conservation Commission, Box 2045, Hobbs, New Mexico.

» IT IS FURTHER ORDERED that nothing in this Order, or Order No.

- R~371, heretofore issued by the Commission, shall be construed as re-classi-
. fying any well now prorated on the oil proration schedule as a gas well, and
_any such reclassification hereafter made shall only be made after due notice
‘and hearing,

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

. designated,
STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION
Ay -
a;i ‘%L h-‘-t-‘—_,/: T —
EDWIN L., MECHEM, Chairman
SEA L




MEMORANDUM

To: The Qil Conservation Commission
From: W. B. Macey

Subject; Cases 582 through 590: General rules for the prorationing of
gas in the Jalco, Langmat, Eumont, Arrow, Amanda, Blinebry,
Tublk, fustis and Byers-(neen Gas Pools.

n accordance with Mr. Spurrier's request. following are my recom-
mendations pertaining to the above listed Cases held in Santa Fe, on October 206
through 28. [n order to evaluate the basic recommendations the following history
of these cases should be observed.

1. The Commission originated hearings on a general four county area
(Lea, Eddy, Chaves and Roosevelt Counties) on March 17, 1953 under Case 521,
The purpose of th:s hearing was to establish means and methods of prorating gas
in this four county area. In April, 1953 this Case was consolidated with Case 245
in accordance with Order No. 264 issued 1n Case 245. (Case 245 and subsequent
Order R-264 established the defined limits and producing intervals of gas pools in
Southeast New Mexico.) As a result of the March 17th hearing, the Commission
appointed a Commauttee to propose suggested rules in Case 521 and suggested re-
visions in Case 245. The final report of the committee, containing recommendations
in both Case 245 and Case 521 was made on August 20, 1953 and on August 28, 1953
the Commission issued Order R-356 in Case 321 outlining ""Stand-by'" rules for the
four-county area. {No additional order has been 1ssued in Case 245 as yet). The
Commsission then advertised nine gas pool cases for hearing on September 17, 1953,
the Commz:ssion’s advertisement requesting an order establishing pool rules and
other related matters insofar as they were set forth :n Order R-356. Some testi-
mony was received a' this tirne and as a result of these hearings, Orders were
istued in each Case requesting operators and other :nterested parties to show cause
why the rules as outlined in Order R-356 should not be put in effect on November 1,
1953. The hear:ngs were conducted on October 26, 27 and 28 with extensive testi-
mony being given in each case. The testimony and evidence given in these hearings
15 the basis for the following recommendations. Since the Rules as outlined in
Order R-356 are numerical in sequence the following comments and recommenda-
ions will be made in the same numerical order.

Rule 1: The recommended provisions of Rule 1 should be changed since
they apply solely to a defined gas pool. The rule provides an exception to some of
the provisions of statewide Rule 104. The exception however, should only apply to
paragraph (a) and paragraph 7d) of the Rule 104 since they are solely concerned with
gas pocls in particular. Also a further provision should be included as sub-para-
graph {z} of the Rule to provide as follows:

(c) When the well is located upon a tract cof not less than a
quarter section of approximately 160 surface contiguous acres substantially in the
form of a square which shall be a legal subdivision (quarter section) of the U. S.
Public Land Survey.

Rule 2: The provisions of this rule should be piaced in effect in all nine
pools.,




‘n-tally each purchaser or taker of gas should also include with
h's nominat’ons the waell or wells from which he des:ras 1o purchase gas ’anuary
1 1954, This would ailow the Commis «:on staff an opportunity to ..heck to sce
thar cavh wrl, to be listed on the schedile 1s known buforehand and that the well 1s
not also listed on the 0.1 proration schednule.

'n this conrection | believe :t also advisable to point out that a
provision shoild be inserted in each pool order stating that the Commission will
wentinue to prorate those 01l wel's which hhe within the productive limits of defined
gas pocls as ol wells pending a complete study and redesignation of some of the oil
wel's and possibly a re-definition of both oil pools and gas pools. In order to facilitate
this study, ali operators in all of the producing pools should be required to submit to
the Commission an electr:: log or sample log, if available, on each well producing
from the same zone within the defined limits of each gas pool.

It 1s also recommended that an ‘Order be entered immediately 1n
Case 245 outliming the recommended changes in pool nomenclature as made by the
sub-committee :n this case at previous hearings. It 1s also suggested that as soon
as this Order :s antered, the Hobbs office sent out Form C-123 requesting pool
extensions which have not yet been made so that a hearing can be held in December
to consider these pool =xtensions,

Due to the fact that considerable testimony was entered by the
Pipeline Companies :n the 9 pool cases requesfing some form of a deliverability
formula it is recommended that the Commiszion, through i1ts staff, take immediate
steps to outline an adequate gas well testing program to govern all gas wells in south-
eastern New Mexico. In connection with this, the Commission should supply adequate
tables and forms in order that any deliverability formula ~an be properly evaluated
after the necessary well tests are performed. In this connection each pool order
should :ontain a provision that well tests in that particular pocol should be made 1n
accordan:s with testing procedure approved by the Commsssion,

“t is also recommended that the Commission carefully consider the
advisability of refusing to approve any subsequent dual comrpletions {gas-oil or gas-gas)
where the recompletion information shows that the well is not located upon a standard
160 acre proration unit. it should also be noted that some operators might construe
approval of a dual to mean alsec approval of an unorthodox gas unit.

With reference to the Rhodes storage area of the Jalco Pool; a
provision should be inserted in the order pertaining to the Jalco Pool which states that
those storage wells in the Rhodes Unit Arez2 should not be governed by the pool rules.
Provided, however, that the operator of the storage area submits periodic reports
of storage and withdrawal of gas from the unit area.

With particular reference to the Blinebry Pool a study should be
made immediately cn the witadrawals of gas and oil from this reservoir and a deter-
mination made after proper notice and hearing of some volumetric withdrawal formula.

October 30, 1953
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Rule 3 An appropt ale reision of Rule 3. pertinent to each pool name
should be inserted 'n each set of poal rules,

Rule 4: Th's pro.:sion should be set forth in each set of pool rules.

Rule 5: This Rule and a portion of Riule 8 pertaining to Proration units and
the formation of unorthodox gas units should be amended n such a2 manner to limit
the standard proration unit to a legal quarter section of approximately 160 acres and
aliowing exceptions thercto only after notice and hearing. Exceptions should be
limited to only extrems ases where Communitization is impractical because of the
prescence of a well which has been producing for considerable length of time, or
where acreage i1s so sitzated that well locat'ons can be adequately placed so as to
insure adequate unit drainage in spite of the unorthodox unit and the correlative
rights of everyons are protected. Furthermore. a policy of not approving unorthodox
units where another unorthodox unit is formed thereby (thus starting a chain reaction)
should be sir::tly adhered to. It is recognized that this pclicy which in effect promotes
the formation of communitization or pooling agreements will cause some more work
on the part of everyone concerned but the inequitres which could arise from a large
number of unorthodox wunits far out-weighs the work involved.

Since it is ontemplated that the proration period in each pool will
start January 1, 1954, it is entirely possible that a great number of Communitization
Agreements w:ll be delayed in execution until after the start of the proration period
or after the completion of the well, Therefore, 1t is recommended that each pool
order contain a provision outlining a policy which would aliow the total acreage
formed by the agreement, and thus ded:cated to a well, be made retroactive to the
first day of the proration period or the first day the well produces, whichever date
is the later, provided, that the executed Communitization Agreement is in force
and effect on 1he last day of the proration period.

Rules 6 and 7: The provisions of these rules should be placed into effect
in each pool as outlined.

Rule B: The first sentencs of Rule 8 should be :ncluded as the last paragraph
and the Temaining provisions of the rule delzted from all pool rules. This will re-
Quirs the re-numbering of Rules 9 through 15, The reason for the deletion of that
portion of Ruls 8 is cutlned in my remarks under Rule 5,

Rules 9 through 15: The provisions of these riles should be incorporated
in each set of pool rules without any changes.

Further Reommendations:

it 15 further recommended that the Commission place in the hands
of all operators, ''preliminary'” nomination forms so that the Commission may
consider the nominations for cach of the 9 pools for the first six month period of
1954 at the regular November hearing on November 19th. Instructions should be
sent out with the forms stating that the nominations should apply to only those
welis whizh are considered gas wells and which are not on the oil proration schedule.



