


FRIFOSED REVISICRS

RULZ 203 GAS OIL RATIO TEGT
(&) Each Cperator shall take a gas ¢il ratio test upon completion or recompletzon cf
an o0il well provided tnat (i) the well ie¢ a w2ldcat, cr (Z) the well is located witnan

a4 pool not exempted from the requiremsnts of this rule, {wells located within cne wile

of the cuher boundaries cf a defined o1 pool shall be governed by *he provisions of

this rule which are appiicable to the nesrest peol producing {rom the same fommarion,.
The results of such test shall e reported on forw C=il6 which must accompany fonn Z--10u,
"Request for allowabie™. Each operater spall also make an annual gas oil ratic rest of
each producing ¢il well. located within 2z poo: not exempled from the requirementc cl

this rule, during a pericd prescribed oy the Commissicn. & gas o1l ratic survey zchedule

hall beesbablished by the Commissicn setting forth the period iwn which gas oil ratic 9

tests are to be taken for each posl wherein z test 15 required,

(b) The results of gas il ratio tesvs haken during regular survey pericds shall be
filed with the Camnission on form C-118 ot Lar than the 15th of the month following
the close of the survey pericd for the pcoi in whizh the well ie located., The gas oil
ratios thus reported shall becune effscrive for proration purposes on the first day of

Lhe mouth fo-;chrg the month is which they are reported. Unless form C-116 is filed

within the required time 1limit no further allowable will te asszigned tie affected well

until form C-115 is filed,

special testes taken hetween regular gas oil ratio surveys, the gas

(SN

(¢) In the zase o
0il ratic shull become effective for proration purposes upon the date form u—4¢6 re-
porting the results of such test is received by the Proration Department, A special
test does not exempt any well from the regalar survey,.

(d) During gae oil ratic tests, each well siall not be produced at a rate exceading
No well

top &¢llowable for the pool in which it is located by more than 25 per cent,

shall be asgsigned an allowable greater {han the amount of oil produced on official testc

during a @4 hour period,
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RULE 301 GAS=-OIL RATIO TES’I"/(/’ ;S /ﬂ/{’

(a) Tach Overator shall take & gas oil ratio test upon’ ¢y pletlon or recompletiou of

FROPOSZD REVISIONS e

7

an oil well provided that (1) the well is a wildcat, or (Z2) the well is lccated with~
in & ool not exempted from the requirements of this rule, (wells located within one
mile of the outer boundaries of & defined 0il pool shall be governed by the provic-
ions of this rule which arz apnlicable to the nearsst prol producing from the come
formation). The results of sach test shall be rerpo:ted sn form C-115 +hich must
accompany form C-1C4, 'Hequest for allowable®. Iach operator shall also mazke an
annual gas ¢il ratio test of each producing 01l well, lccated within a rool not
exempted from the requirements of this rule, during a period prescribed by the
Commission, A gas oil ratic survey scheduie shall be established by the Commission
setting forth the period in which gas oil ratio tests sre to be talien for each pool
wherein a test is required.

(b) The results of gas oil ratio tests taken during regular survey periods shall be
filed with the Commission on form C-116 not late: than the 15th of the month fouow'-
ing the close of the survey period for the pool in which the well is located. The

gas oil ratios thus reported shall become effectlve for proratlon purposes on the

5“&-0/‘1 (/): [l\.‘ }

first day of thejmonth “ollowing the menth 1&—%-%1«7 are‘repm-beé Unless form
C-116 is filed within the required time linmit no further allowable will be assigned

the affected well until form C£-116 is filed,

(¢) In the case of special tests taken between regular gas oil ratio surveys, the

gas oil ratio shall become effective for proration purposes upon the date fomm C-116
reporting the results of such test is received by the Proration Department., A
special test does not exempt any well from thle regular survey.

(d) Duringfas oil ratio tests, each well shali not be produced at a rate exceeding
top allowable for the pool in which it is located by more than 25 rer cent. No well

shall be assigned an allcwable greater than the amount of oil produced on official

tests during a 24 hour zericd,

Distribnted by: ,
Neile Oli 203 Gas Eng. Committee
August 20, 1952
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s COTIISSIN:

This cause cans on for hearing ab 2 olclock a.me Avsaet 19, 1952,
and on September 16, 1352, before the Cil Conservation Commission of MNew

Fexico, hereinafter TqufPDE to as tne “lommisszion. M

2T A

HOd, on this //:3 day of Novamber, 1952, the Connission, a gilorun
being present, having considered the testimony adduced and the exhibits re-
ceived at said hearing, and being fully advissd in the premises,

FODS:

s required by law, the

(1) That due notice naving bLeen given a 3!
this e swbject matter thersof.

mission has jurisdiction of cause and of th

(2) That the Commission has exporisnced difficulty in the proper
adiministration of ¥ule 201 of the Cuanission!s Mules and Regulations and
realizos the nead for a rovision of this rule.

(3) That the following revision of Hule 01 will result in 3 more
efficient and ccomomde administration of the conservation laws of the 3tate
of liew liexico.

(l) That Section HEM of Order Ko. 250, Cil Production Operating

<

Fractices, be revised in accordance with the {ollowing:

HULE 20). CAS-QIL RATIO TH3T

4

a) Each operator shall take a gas-2il ratio tost nosh

er than 30 days nor later than 60 days followinyg the cone
pletion or recompletion of an oil well, provided that (1) the
well is a wildeat, or /2) thz well is locabted within a pool
not exempted irom the reguiraments o7 this rvle. (Wells lo-
cated within one nile #f the ouber boundaries of 3 defined oil
pool shall be govﬂr*oﬁ by the provisions of this rade vhieh
ara appliecable 4o the nearast pool producing from the same
formation, ) fao resudts si guch tast shall be reported on
Tore C=116. The pas-0il ratio thus reported shall bacomre
effective for yroratian purp2ses o the first day of the cal-
endayr month folloxwing the date they are roported,

Zach operator siall also btake an annual 2as-sil
vatio test of caeh prodacing 21l well, located within a pool
not exeapted Irom the pogquiverents of this rule, Jduring a
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(¢) In the case of special “ests tzken between regular
gas-0il ratio surveys, the gas~oil ratis shall becore of-
fective for provieiion purgesss uwpon bis dats Enrw x—*lw,
reporting the vesalis of such tast, 15 received by the
Proration Department. A ial tast Jdo-os not ;$Gmph any

vell from the repular cuorveye

{d) During pzs-0il rade test, oczeh well zhall not

be produczd at a rawe excoading top wnit allowabls for
the pool in vhich ib is located by more than 25 per cent
Yo well shall e assignad an allowadls preater than the
arount of o1l produced on official tests during a 24-~hour
period. '

PROVINDED FUNTHER, th2i this order shall Lecouns offactive Jan-
uwary 1, 1253,

"DONE at Santz e, New liexico, on the day and year hareinabove
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Mit. SCHTRe TP Jormnigsion pleasa, I obeliavy e Lalov
has 4 statemant LO malks ino Uilo Daso,

Mite MACEY 1 L have one oUler racommended chones in the
propog=d revision. It invclves Uhe gecond seantence ol varasraph
B, the sentence startineg, "Jae-Uil ratios thus repertad .00

)
T recommend it read, "Gas-Uil ratiocs thus rapcerted shall become
effective on the first Jday of the secend month followins the close
of the survey pericd.” The purpose of the chanre is so that allf
of the oparators during a three month survey period will not wait
until the month follewine the close of the survey period to report
their ratios. That is all I have.

Mit. SPURInit:  Anyone else hnave a comment?

M. HILTZ: . G. Hilbvz, Stanolind Uil and Gas, Fort Worth,
Texas. I would just like to stale we are in agreement with the
revised rule but we would like to make this suggestion. We would
like to concur in any‘field wnare there are top allowable welis
and whare gas-oil ratio surveys are not required, the Commission
should orovide for the annual well productivity test,

dute SPURdIed: Mr. Holloway.

Mo HOLLOWAY: 1 was wondering if it wouldn't be better go
#ive Lhe operators 30 days to wake initial tests. It would be |
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waben boetwesr the 30 and oo dovs, 1w owould be g omore reslistic

Lest to be baken onou nenallzed woll,

Mite POURTBH:  In other words, rarazriless of what the cag-

0ll ratio was the allowable would ron be o0 foctod for the Tiret
30 daves.

Mzl UACEY:  That would be sopethines we would have Lo
wory out.

M. SPURHIBA:  Anvons olse? Mr. Brown.

MR. BROWN: D. ®. Brown, Sun Hay Uil Company. You are
ming to have to file one of these C-116 forms to get an allowable.
You got a well out there, you are going to make so much, you have
got to file a C-116. There is going to bz some sort of an
estimate from this potential test. If vou get 25 ver cent of
the top allowable, you arc not going tc run a test on that.

M. SPURRIER: tir. Mekol

M, McerinLiali:  dMeKellar representing Maegnolia Petroleum
Corporation. 1 am inclined to unrnevwith this gentlemran, We
have to file one report with the Patroleum Commission down there
to get your initial allowable, 'Uhan we have to come back within
another 30 or 60 day period ond file another report, 1 am against
that., We now, in Texas and all the other states, have to filc |
this initial revort within a 30 day period, and true enough, it
is not always corrects Then you follow it up in six months or ;
|

a vear. 1 am forced to go on record as opposing Mr. Colliston's'®
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. of the well, doesn't it tave o provision for Lhe oporator Lo show

+

Lhe indicated sas-cil ratior

Ate MACHY s Tt docs, the Form 1 - =

e vodTrRr (Interrupting)  "he present Yorm (=104 doeg
not, have a space for it.

Mite HOLLGWAY D That is what confused mz, T was thinkines
the Commission would be apprised of the 30 day period. As it
stands now, that initial reoort would be offective for a year.

I think it would be better provided for with my suggestion or
Mr. Colliston's.

Aite SPUitInit: kKr. McPheron.

mite pePlintUR:  Bob McPheron, Gulf 01l Corporation. Ve
concur with Lhe proposad revision as corrected by Mr., Macey and
do not agree with Continental’s proposal.

Mit. POLTHE: T would like to clarify ny position. 1 do
net opnose the suseestion, 1 was merely trying to get the matter
clarifisd., If, like on the old C-104 we would have a placa for
an operator to report his GUR. The new [orm does not provide
that space. Some Fill {1t in and som2 do not. Un those walls
;' in which thig space was filled in, the gas-oil ratio was put into
effect, I think creating an inequity, with some put into effect
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and with the Gogionment or iniliay ol lewablos, IR R W i ahoul.d
be uniflorm, one way o Lo othor,

A, SrUdilovr anvons elga? 10 no tuarther corment, ol

case will be toakon unier advigementy and we will o on to JUase No.

(Witness excuced, )

STATE LF Nuw MEXICO

N @

CCUNTY OF BLRNALILLO

I HEREBY CERTIFY theat the foregoing and attached
cranscript of hearing in Case Ho. 401 {(Continued) before the Uilg
Conservation Commission, State of New Mexico, at Santa Fe, on |
September 16, 1952, is a trus and correct record of the same to
the best of my knowledre, skill and ability.

DATED at Albuouerques, New Mexico, this _g&?«i day of

Ceptember, 1952.

\ IEPORTER
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OIL CONSERVATION COMMISSION
STATE OF NEW MEXICO

In the matter of the application of the 0il
Conservation Commission upon its own motion
for an order revising Rule 301 of the 01l

Conservation Commlssion's Rules &¢1é Regula-

tions.

Case No, 401
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(See transcript in case entitled, "Allowable"
for register of attendance and appearances.)




MR. SPURRIER: The next case on the doclket is z similar
case, Case No., 401,

(Mr. Gragham reads the Notice of Publication.)

(Witness sworn.)

W, B. MACEY
being first duly sworn, testified as follows, to-wit:

DIRECT EXAMINATION

BY MR, WHI'E:

Q Mr. Macey, state your full name and position for the
record, please.

A W. B. Macey, engineer, 011l Conservation Commission.

Q In your capaclty as Englneer for the 011 Conservation Com-
mission, have you had occasion to study the case of 401,
changing of Rule 3017

A Yes, I have,

Will you give the Commission a report of your studies, to-
gefher with your recommendations and conclusions?

A I recommend that Rule 301 as to gas~-oll ration tests be
‘changed in accordance with the following, --

Does evaeryone have a copy of the proposed change of
Rule 301%
MR. SPURRIER: If everyone has a copy of the proposed

change, we can dispense with the reading., If not, we will
read the change, Just submit it to the reporter for the

record,




( Report referred to subritted for the record was as fol-

lows):

"PROFOSED REVISIONS
RULE 301 GAS OIL RATIO TEST

"(a) Each Operator shall take a gas oil ratio test upon com-
pletion or recompletion of an oil well provided that (1) the
well is a wildcat, or (2) the well is located within a pocl not

exempted frorx the requirements of this rule, (wells located
within one mile of the outer boundaries of a defined o0il pool
shall be governed by the provisions of this rule which are ap-
plicable to the nearest pool producing from the same formation).
The results of sucnh test shall be reported on form C-116 which
must accompany form C-104, ‘'Request for allowable'. Each opera-
tor shall also make an annual gas oil ratio test of each produc-
ing oil well, located within a pool not exempted from the re-
gquirements of this rule, during a period preseribed by the Com-
mission. A gas 01l ratio survey schedule shall be established
by the Commission setting forth the pericd in which gas oil
ratio tests are to be taken for each pool wherein a test‘is re-
quired,

(b) The results of gas oil ratio tests taken during regular
survey period shall be filed with the Commission on form C-116
not later than the 15th of the month following the close of the
survey period for the pool in which the well is located. The

gas oil ratios thus reported shall become effective for proration




purposes on the first day of the month following the month in
which they are reported. Unless form C-116 is filed within
the required time limit no further allowable will be assigned
the affected well until form C-116 is filed.
(c) In the case of special tests téken between regular gas
oil ratio surveys, the gas oil ratio shall become effective
for proration purposes upon the date form C-116 reporting the
results of such test is received by the Proration Department.
A special test does not exempt any well from the regular sur-
vey.
(d) During ;as oil ratio tests, each well shall not be pro-
duced at a rate exceeding top allowable for the pool in which
it 1s 1océted by more than 29 per cent. No well shall be as-
signed an allowable greater than the amount of oil produced on
official tests during a 2% hour period."

MR. SPURRIER: Are there any comments on these recom-
mendations?

A VOICE: Did you say this case will be continued,
also?

MR. SPURRIER: Yes, we will continue this ecase.

MR. MACEY: There are a number of reasons why we want
to change the rule. Mr. Porter and I have discussed this sit-
uation for quite awhile, and I have got them listed. If you

would care to have me go over them, I will read then off to you,




MR. SPURRIER: Go ahead.

MR. MACEY: Under the old rule, the requirement is
stated as follows:

"No well shall be given an allowable greater than

the amount of oil produced on official test during

a 24-hour period. The results of such test shall

be reported on Form C~116 on or before the 15th day

of the month following the month during which such

test is made."
Now, where you have fields with survey schedules sﬁread out
over a three-month period, it is conceivable that you could
have your gas-oll ratic test put into effect one month, and
the offset operator's gas-oil fatio test change would be put
into effect three months later. It will be creating an in-
equity. The new rule sets a very specific date for the fil-
ing of all forms on the pool; and 1t also sets the date that
they shall go into effect.

That is another failure in the present rule, in that
there 1s no effective date for new gas-oil ratio tests to go
into effect for proration purposes in the old rule. Also,
there is no effective date under the 0ld rule if you hand in
a special test between regular surveys,

Now, under paragraph (b) of the old rule--I'll read

it




"Even though no gas-oil ratio test is required to

be taken, the operator shall annually fiie form

C-116 and shall show thereon the reason no test

was taken."

Now, it is pretty obvious to me that if they are not required
to take a test, then to send form C-116 in to tell them they
don't have to take a test is certainly superfluous.

Another item found to be unsatisfactory is the provision
that the Commission shall drop from the proration schedule any
proration unit for fallure to make, or report such test as
herein provided until such time as a satisfactory explanation
io given,

Now, what a satisfactory explanation is, we don't
know; ané it gives rather arbitrary powers on the proration,
which is something we don't think should be given., We think
there should be a steadfast rule as to whether they should
turn the test in, and what happens 1f they don't turn the test

in.
The other provision is in the fourth line of the

rule. It says:
'"During such tests each well shall be produced at a
rate equal to or not exceeding its allowable by more
than 25 percent,"

by the terms of the rule requiring an operator to produce a




well at a capacity that it might not be able to produce.
Frequently wells are over-nominated one or two barrels, and by
the terms of the rule, we are requiring them to precduce their
wells at a rate tliey can't make. So we think that rule should
‘be corrected.

Now, some of you may have other recommended changes.
The one change ih our proposed rule which has come up is that
we are requiring, under the new provisions, that you file a
gas~-oil ratio test at the time the well is completed. The
rule also provides that the well shall not be produced at a
rate greater than 25 per cent of its allowable. So that, when
you take a potential test on a well that has a high capacity
and you produce, say, 500 barrels a day, and the allowable for
the field is 250 barrels per day, you have to turn around and
take another test in order to comply with the provisions of
the rule. _

We are going to have to make recommendations for some
changes at the next month's hearing, to provide for completion
test, but we haven't been able to work it out yet.

MR. SPURRIER: Does anyone else have a comment?

MR. McPHERSON: Weren't we at this hearing supposed
to make recommendations as to the dates that these gas-o0il
ratio tests were to be made in each pool? I know the operators

had two days of meetings down there trying to agree upon some




dates for these surveys.
MR. MACEY: Mr. McPherson, the rules of the Commission

state that the Commission shall set the survey dates. They

: don't say it shall be set by the operators, or anyone else. And
%A consequently, we have interpreted that to mean that it 1is
strictly an administrative act of the Commission, and they shall
set the survey dates once a year. And we have told several of
the operators that they should make their recommendations in
writing to the Commission as to the 1953 survey schedule,

MR. PORTER: For the record, Bill, isn't it a fact
that those survey dates as advocated by the Lea County opera-
tors, haven't they been submitted to the Commission for con-~
sideration in setting this schedule?

MR. SPURRIER: I think so.

MR. PORTER: And they will be taken into considera-
tion?

MR. SPURRIER: Yes, Any other comment?

MR. SCOTT: Will that schedule then be published
by the Commission and sent out to the operators?

MR; SPURRIER: Yes. Anyone else?®?

If there is no further comment, we will continue

this case to September 16.




STATE OF NEW MEXICO ;
ss.
COUNTY OF SAN MIGUEL)

I hereby certify that the foregoing and attached transcript
of proceedings in Case No, 401, before the 0il Conservation
Commission, is a true and correct record of the same to the

best of my knowledge, skill and ability.

Dated at Las Vegas, New Mexico, this 28th day of August,

2 gl

A.D. 1952,

Reporter.




Case 401: The application of the OCC upon
its own motion for an Order revising Rule
301 of the OCC's Rules and Regulations.




