
ENERGY, MINERALS 
RESOURCES BEPARTME 

OIL CONSERVATION DIVISION 
2040 Sou th P a c h e c o S t ree t 

Santa Fe. New M a x i c o 8750S 
(505) 827-7131 

March 25, 1996 

SDX Resources, Inc. 
Attn: John Pool 
P. O. Box 5061 
Midland, Texas 79704 

Tenison Oil Company 
Attn: William B. Tenison 
8140 Walnut Hill Lane - Suite 601 
Dallas, Texas 75231 

Administrative Application For Two Unorthodox 
Jalmat OU WeU Locations: 
Meyers Federal WeU Nos. 7 and 8, Located in Units 
"G" and "B", Respectively, of Section 22, Township 24 
South, Range 36 East, NMPM, Lea County, New 
Mexico. 

Dear Messrs. Pool and Tenison: 

Reference is made to the application by SDX Resources, Inc. dated February 12, 1996 for the 
following two unorthodox Jalmat oil well locations on the Meyers Federal lease in Section 22, Township 
24 South, Range 36 East, NMPM, Lea County, New Mexico: 

(a) Well No. 7 to be drilled 1400' FNL & 1650' FEL (Unit 
G), to which the 40-acre tract comprising the SW/4 NE/4 
is to be dedicated; and, 

(b) Well No. 8 to be drilled 330' FNL & 1400' FEL (Unit 
B), to which the 40-acre tract comprising the NW/4 NE/4 
is to be dedicated. 

The application also made reference to a third oil well to be drilled on this lease, the Meyers Federal 
Well No. 6 to be drilled at a standard Jalmat oil well location 330 feet from the North and East lines (Unit 
A) of said Section 22 in which the NE/4 NE/4 (Unit A) is to be dedicated to form a standard 40-acre oil 
spacing and proration unit. 

The Jalmat Gas Pool is governed by the "General Rules for the Prorated Gas Pools of New 
Mexico/Special Rules and Regulations for the Jalmat Gas Pool", as promulgated by Division Order No. R-
8170, as amended, which allows for 40-acre oil spacing and proration units [see Rule 2(a)2] with wells to 
be located no closer than 330 feet to the outer boundary of any governmental quarter-quarter section [see 
Rule 2(b)2]. 
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The proposed Meyers Federal Well No. 6 is therefore considered to be at a standard Jalmat oil well 
location and the proposed Meyers Federal Well Nos. 7 and 8 are unorthodox oil well locations, because they 
both crowd quarter-quarter section lines. The SDX application indicates that the ownership within the NE/4 
of said Section 22 is common throughout and that neither the No. 7 or 8 wells are crowding any other 40-
acre tracts operated and/or owned by another operator. Pursuant to Rule 2(d) of said special pool rules and 
to Division General Rule 104.F(3)(a) and (b) SDX Resources, Inc. has satisfied its obligations in contacting 
affected owners in adjoining units. 

The objections raised by Tenison Oil Company by letter dated February 16, 1996 is not applicable 
in this instance. 

The special Jalmat pool rules further provides, pursuant to Rule 2(a)3, that: 

Our records further indicate that the SDX Resources, Inc. Meyers Well No. 1, located 1650 feet 
from the North line and 330 feet from the East line (Unit H) of said Section 22 is a gas well dedicated to 
a non-standard 160-acre gas spacing and proration unit ("GPU") comprising the NE/4 of said Section 22. 
Said well location and GPU were authorized by Division Order No. R-520, dated August 12, 1954, and by 
Rule 2(b)(2) of the special Jalmat pool rules. 

It is further noted that the SDX application made no mention of the Meyers (gas) Well No. 1, the 
existing 160-acre GPU, or proposed any measures to correct the simultaneous dedication of oil and gas 
acreage within the NE/4 of said Section 22 once these three oil wells are in place. I shall therefore hold 
taking any action on the two pending unorthodox oil well locations until such time as I receive a 
corresponding application from SDX Resources, Inc. to reduce the acreage for the Meyers Well No. 1 to 
keep the NEM of said Section 22 in compliance with the special Jalmat pool rules. 

Should either of you have any further questions or comments concerning this matter, please contact 
me at (505) 827-8185. Thank you. 

Michael E. Stbgner 
Chief Hearing Officer/Engineer 

cc: Oil Conservation Division - Hobbs 
William J. LeMay, Director - OCD, Santa Fe 
U. S. Bureau of Land Management - Carlsbad 

"Acreage dedication to a gas well shall not be 
simultaneously dedicated to an oil well in the Jalmat Gas 
Pool, and the dual completion ofa well so as to produce 
oil from the Yates and oil from the Seven Rivers or Queen 
formation is prohibited." 



D. ALLOCATION AND GRANTING OF ALLOWABLES 

RULE 5. Acreage i s the only proration factor in the Indian 
Basin-Upper Pennsylvanian Gas Pool. 

SPECIAL RULES AND REGULATIONS FOR THE 
JALMAT GAS POOL 

The Jalmat Gas Pool, Lea County, New Mexico, was created 
effective September 1, 1954, from a consolidation of the Jalco 
and Langmat Pools, which were created February 7, 1953. Gas 
prorationing was instituted in the Jalco and Langmat Pools 
January 1, 1954, and was continued after consolidation to form 
the Jalmat Gas Pool. The Jalmat Gas Pool now includes acreage 
that was formerly included in the J a l , Cooper-Jal, Eaves, 
Falby-Yates, Jalco and Langmat Pools. 

A. DEFINITIONS 

THE VERTICAL LIMITS of the Jalmat Gas Pool shall extend 
from the top of the Tansill formation to a point 100 feet 
above the base of the Seven Rivers formation, thereby 
including a l l of the Yates formation, except, 

* 
In the area described immediately below, the vertical 
limits of the Jalmat Gas Pool shall extend from the top of 
the Tansill formation to a point 250 feet above the base of 
the Seven Rivers formation, thereby including a l l of the 
Yates formation: 

TOWNSHIP 24 SOUTH, RANGE 36 EAST, NMPM 
Section 13: SE/4 NE/4, SE/4 
Section 23: E/2 E/2 
Section 24: A l l 
Section 25: N/2 
Section 26: E/2 NE/4 

TOWNSHIP 24 SOUTH, RANGE 37 EAST, NMPM 
Section 18: SW/4 NW/4, W/2 SW/4 
Section 19: W/2 
Section 30: NW/4 

A GAS WELL i n the Jalmat Gas Pool shall be a well producing 
from the v e r t i c a l l i m i t s of the pool with a gas-liquid 
r a t i o i n excess of 100,000 cubic feet of gas per barrel of 
o i l . 

AN OIL WELL i n the Jalmat Gas Pool shall be a well 
producing from the v e r t i c a l l i m i t s of the pool and not 
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classified as a gas well as defined above. 

THE LIMITING GAS-OIL RATIO for o i l wells i n the Jalmat Gas 
Pool s h a l l be 10,000 cubic feet of gas per barrel of o i l . 

B. WELL LOCATION AND ACREAGE REQUIREMENTS 

RULE 2(a) 1. A standard gas proration u n i t i n the Jalmat 
Gas Pool shall be 640 acres. 

2. A standard o i l proration unit in the Jalmat 
Gas Pool shall be 40 acres. 

3. Acreage dedicated to a gas well in the Jalmat 
Gas Pool shall not be simultaneously dedicated to an o i l 
well in the Jalmat Gas Pool, and the dual completion 
of a well so as to produce o i l from the Yates and o i l from 
the Seven Rivers or Queen formation i s prohibited. 

RULE 2(h) 1. A gas well in the Jalmat Gas Pool to which 
640 acres i s dedicated shall be located no nearer than 1650 
feet to the outer boundary of the section and no nearer 
than 330 feet to any governmental quarter-quarter section 
line or subdivision boundary line. 

2. An o i l well in the Jalmat Gas Pool shall be 
located no nearer than 330 feet to the outer boundary of 
any governmental quarter-quarter section or subdivision 
boundary line. 

(Any well d r i l l e d to and producing from the Jalmat Gas Pool 
pri o r to September 1, 1954, at a location conforming with the 
spacing requirements effective at the time said well was 
d r i l l e d , shall be granted a tolerance not exceeding 330 feet 
with respect to the required distance from the boundary lines.) 

RULE 4(b) 2. In establishing a non-standard gas proration 
unit in the Jalmat Gas Pool, the location of the well with 
respect to the two nearest boundary lines thereof 
shall govern the maximum amount of acreage that may 
be assigned to the well for the purposes of gas proration 
as follows: 

LOCATION MAXIMUM ACREAGE 

660-660 160 acres 
660-990 3JU acres 
990-990 ^600^ acres 

D. ALLOCATION AND GRANTING OF ALLOWABLES 
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RULE 5. Acreage i s the only proration factor in the Jalmat 
Gas Pool. 

(a) A 640 acre proration unit in the Jalmat Gas 
Pool shall be assigned an Acreage Factor of 4.00, a 160 
acre proration unit an Acreage Factor of 1.00, etc. 

I . MISCELLANEOUS SPECIAL POOL RULES 

RULE 26. Oil wells in the Jalmat Gas Pool shall receive 
o i l and casinghead gas allowables as provided in Rules 503, 
505, and 506 of the Division Rules and Regulations. 

SPECIAL RULES AND REGULATIONS FOR THE 
JUSTIS GAS POOL 

The Justis Gas Pool, Lea County, New Mexico was created January 
1, 1950 and gas proration in this pool became effective January 
1, 1954. 

A. DEFINITIONS 

THE VERTICAL LIMITS of the Justis Gas Pool shall be defined 
as follows: from the top of the Glorieta formation, found at a 
depth of 4599 feet (Elevation 3080, Subsea Datum - 1519) in the 
Gulf Oil Corporation McBuffington Well No. 8, located 350 feet 
from the South line and 1980 feet from the West line of Section 
13, Township 25 South, Range 37 East, NMPM, Lea County, New 
Mexico, to a point 40 feet above the marker encountered at 4879 
feet (Subsea Datum - 1799) in said McBuffington Well No. 8. 
The Hamilton Dome Westates Carlson Federal "A" Well No. 1, 
located in the NW/4 of Section 25, Township 25 South, Range 37 
East, NMPM, Lea County, New Mexico, as the completion existed 
on April 22, 1959, shall be considered to be completed within 
the vertical limits of the Justis Gas Pool. 

B. WELL LOCATION AND ACREAGE REQUIREMENTS 

RULE 2(a). A standard GPU in the Justis Gas Pool shall be 
320 acres. 

RULE 2(b). Each well completed or recompleted in the 
Justis Gas Pool shall be located no closer than 1980 feet 
to the end boundary nor closer than 660 feet to the side 
boundary of the proration unit nor closer than 330 feet to 
any governmental quarter-quarter section or subdivision 
inner boundary. 

D. ALLOCATION AND GRANTING OF ALLOWABLES 
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allowable not produced on a GPU. Underproduction accumulates month to 
month during the proration period. 

A. WELL ACREAGE AND LOCATION REQUIREMENTS 

RULE 2 STANDARD GAS PRORATION UNIT SIZE AND WELL 
SPACING 

(a) Unless otherwise provided for in applicable special pool 
rules gas wells n prorated gas pools shall be drilled - accordance with 
the weU spacing and acreage requirements contained -he Rules and 
Regulations of uae Oil Conservation Division, provide jiat wells drilled 
in pools with 640 acre spacing, a government section . nail comprise the 
proration unit. 

(b) Any GPU drilled in accordance with paragraph (a) and 
which contains acreage within the tolerances below shall be considered a 
standard GPU for the purpose of calculating allowables: 

STANDARD PRORATION UNIT ACREAGE TOLERANCE 

160 acres 158-162 acres 

320 acres 316-324 acres 

640 acres 632-648 acres 

(c) The District Supervisor of the appropriate district office 
of the Division has the authority to approve a non-standard. GPU without 
notice and hearing when the unorthodox size and shape of the GPU is 
necessitated by a variation in the legal subdivision of the U.S. ?ublic 
Land Surveys and the non-standard GPU is not less than 75 *• -lor more 
than 125% of a standard GPU by accepting a form C-102 land ~.±z showing 
the proposed non-standard GPU with the number of acres contained 
therein, and shall assign an allowable to the non-standard GPU based 
upon the acreage factor for that acreage. 

(d) Non-standard proration units and unorthodox locations 
may be approved by the Division in accordance with applicable special 
pool rules or Rules and Regulations of the Division. 

RULE 3(a) GAS PURCHASERS OR GAS TRANSPORTERS SHALL 
NOMINATE: Each gas purchaser or each gas transporter as herein 
provided shall file with the Division its nomination for the amount of gas 
which it In good faith desires to purchase and/or expects to transport 

EXHIBIT "B" 
Case No. 10009 

Order No. R-8170-H 
Page 3 
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