SUGGESTED AMENDMENT TO SUBSECTION VI C
OF PROPOSED GENERAL RULES FOR GAS PRORATION.,

((To AR At K parsy-e )

Where not nore than two proration units are assigned to a well, the
well shall not be located closer than 660 feet to the longest boundary
of the pooled units nor less than 1320 feet from the shortest bound;ry
of the pooled units. Where three or more units are pooled the well
shall not be located closer than 1320 feetg the outer boundary of the

pooled unit.




Fort Worth, Texas
August 10, 1953

Mr. 3. . ebb = Houston, Texas

1%/ MEXICO GAS PRORAL ION RULES

A copy of subject rules, as adopted by the cormittee
appointed to study this subject, are attached. The rules repre=-
sent the majority opinion of the group, but probably do not en-
tirely represent the thinking cf any individual company serving
on the committee. The proposed rules are believed tc be rcason-
ably accoptable in their present form, but for clarification the
following changes are recommendeds

Page 1

I

- ¢hange to resd:

"Gas well shall mean a well producing fron a
common source of supnply which has bocen designated
by the commission tc be a gas pool,"

The definition zdopted by the committee is
clumsily worded and onhbigunous.

ing Defd

Gas purchaser shall mean any "tcker" of gas
either at the wellhead or at any point on the
leass where conneetion is made for gas transportation
or utilization,

This definition replaces rule IV C,

II P aoh A es 2
Change “sections" to "section".
Delete "(a), (b), (e¢), and".

Th> provisions of the sections deleted do not
apply to these gas rules,

on 2 | 2

Change "660" to "1320",

Thls distance corresponds to gas spacinrs wherecas
the figure 660, which was copied with this wording from

statewlde rule 104(f), apnlies to oil proration units
epeeifieally.
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Mr, E, W, "'ebb
Page 2

0 ti Defi Gag P
Delete entire paragraph,
Substitute the followings:

"io well producing from any pool allocated
under these rules shall be allowed to produce a
greater daily amount of 1liquid hydrocarbons than the
top unit oil allowable determined by statewide rule
505, unless, after hearing, the commisslon shall
amend this rule as it applies to a particular pool
in order to prevent waste or protect correlative
rights,"

The deleted provision not only is not necessary,
but is contrary to the intent of the commission in
regulating gas pools. Rules governing gas pools
should regulate gas by setting gas allowables, not
oill allowables. The 1lignuid produced from wells in
gas pools should be cleared as a matter of course
through its gas allowable and periodic test:.

Section ©

Delete entire seetion,

This 1s remedied in definitions.

Paragraph B, line §

Delete entire sentence beginning; "ihe Commission
shall inelude --~=." Substitute; "The Commission shall
include in such proration schedule all wells completed

in and capable of producing from any pool allocated
under these rules,"

The wording adopted by the cornmittee is of no
value for the purpose for which it was intended and
was proposed by individuals who were "grinding their
own axes" under the pretext that the wording is taken



Mr, E, W. Webb
Page 3

from the conservation stztute, which is true but im-
material, Plaeing & well on the proratlion schedule

is no insurance that the well will be connected. That
is a matter of eontract between the producer and pur-
chaser. TFurthermore, the wording would enable an
operator utilizing ail of his gas production on his
own lease to have his wells left off the schedule,

Line 13
Delete sentence beginning "The total allowable ==-",

Substitute the following:

"Such schedule shall set forth each well's current
gas allowable, which shall bhe 1its fair and equitable
share of the pool allowable, as determined under the
provisions of rule VI C below; the amount of over=-
production or underproductlon accrued during the second
preceding month; and the net allowable which shall be
the current allowzable plus sald underproduction or less
said overproduction from the second preceding month,"

This wording substituted to cure defects believed
to exist in last csentence of this rule recosmended to
be deletad as noted below.

The present wording is calculated to adjust nomina-
tions by actual production experience, '‘he effect, how=-
ever, would lead to confusion, For instance, 1f pro-
duetion (or takes) during a given month grea%ly exceeded
the allowable, due to an unexpected surge of demand, that
excess would %e added to the allowable of the second suc-
ceeding month, The effect is to multiply the difficulties
wrought by the vagaries of weather and market demand,
Actuzlly, these unknouwn factors should be handled by ade
Justing nominations, as that is the purpose of the
supplemental nomina%ions. :

Sectlon C, line 3
Change "amount" to "proportion'.

Proportion makes the intent a little clearer,
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VI

Page k4.
VIII

Mr, ®. W. Webb
Page &

L n L]

Delete rest of sentence, substitute therefor;
"eonstrued to contain 160 acres, notwithstanding
variations therefrom within the limitations of rule
V above.™ ,

The committee apparently did not understand the
intent of ths former wording, and it was changed for
brevity. The purpose of this languagée is to relieve
the commission of having to deal with small variations
(up to 2 acres) from the standard units for allowable
purposes. Units with 158 or 162 acres would be given
eredit for 160 acres and be treated exactly like a tract
that contained precisely 160 acres.

Sub-parazraph %, line 2
Change "that" to "“than",
Line 7
Change comna after "pooled" to a period, Delete
Hand H. :

A2

Delete "and the immediately surrounding leases”.
A3

Delete,
Line 2

Substitute for word "submitted" the words "re-
ported on a form designated by the commission,

The word "submitted" is ambiguous ané does not
indieate the intent of the rule, Thz substituted
wording gives the proper directions angd indicates
exactly how the gas production is to be renorted,



Mr, BE. W. Webb
Page 5

Ir addition to thes changes recommended for tho zas
rules and in connection therewit: it 1is further recommended
that definition Fo,., 51 in the statewide rules be changed as
follows:

Line 4

Change "seventh" to "sixth",
The definition would then read as follous:

"Proration period shall mean for oil the pro-
ration month and for gas six consecutive calendar
mnonths which shall begin at 7:00 a.n. on the first
day of a calendar month and =nd at 7:00 =z2.:n. on the
first da: of the gixth succeeding month." (Correction
underscored), '

The present wording would imply a 7-month proration
period, whereas the wording just preceding it in the
same definition definltely states the poriod should be
six months, For consistency and clarity the change
recommended above should be nade,

Your approval of the rules :zs amended herein is
recommended.,

H. L. JdJohnston
Regional lanager

of Production
Southwestern Region

HILJ =MC \
Ene

Carbon copies to:
HGD~

Div, Pred., M.
Dist., Prod., :i.



EL PASO NATURAL GAS CQMPANY
Tenth Floor Bassett Tower

El Paso, Texas

July 6, 1953

Advisory Committee on Gas Proration
New Mexico 0il Conservation Commission Case 521

Gentlemen:

Attached are two (2) copies of the final recommendations on rules for gas proration
and gas pool designations as approved at our meeting of June 25, 1953. It is my
intention to formally present the recommendations to the New Mexico 0Oil Conservation
Commission at its meeting in Santa Fe on July 16. If the recommendations as written
do not correctly reflect the action taken by the Cammittee on any points, please so
advise me not later than July 10 in order that such revisions that are necessary

can be made prior to submittal to the Commission, '

In an informal discussion between Mr. R. R. Spurrier and Mr. Ben Howell, Mr. Spurrier
indicated that if the recommendations are submitted to the Commission at the July
meeting, a full discussion of them will be deferred until the August meeting.

As was stated several times at our various meetings, it is understood that although
these recommendations are those of the Committee as a whole, the individual member
companies are free to take whatever position they choose in any hearings on the
subject before the Commission.

As your Chairman, I would like to take this opportunity to thank each member of the
Committee for your cooperation, and to particularly thank Messrs. Staley and Stanley
for the work which they did in providing a meeting place and taking care of the
minutes of the meetings.

Very truly yours,

A. L, Hill
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GENERAL RULES FOR GAS PRORATION
FOR USE IN DEFINED GAS FIELDS LOCATED IN
THE FOUR-COUNTY AREA COMPRISED OF
LEA, EDDY, CHAVES AND ROOSEVELT COUNTIES, NEW MEXICO
RECCMMENDED BY THE ADVISORY COMMITTEE TO
THE OIL CONSERVATION COMMISSION OF NEW MEXICO ON CASE 521

DEFINITION OF A GAS WELL (Supersedes Statewide Definition 24)
GAS WELL shall mean a well producinggas or natural gas from a common source
of gas supply from a gas pool determined by the Commission.

WELL SPACING; ACREAGE REQUIREMENTS FOR DRILLING TRACTS

A. (Supersedes Statewide Rule 104 (f) )

The Secretary of the Commission shall have authority to grant an
exception to the requirements of Statewide Rule 104, Sectiong (a), (b), (c),
and (d), without notice and hearing where application has been filed in due
form, and,

l. The necessity for the unorthodox location is based on topographical
conditions, or is occasioned by the recompletion of a well previously drilled
to another horizon, and,

2. (a) The ownership of all oil and gas leases within a radius of
660 feet of the proposed location is common with the ownership of the oil
and gas leases under the proposed location, or,

(b) A1l owners of oil and gas leases within such radius consent in
writing to the proposed location.

B. (Supersedes Statewide Rule 104 (k) )
The provisions of Statewide Rule 104, Paragraph (k), shall not apply to
gas pools located in Lea, Eddy, Chaves and Roosevelt Counties, New Mexico.

OIL PRODUCTION FRQM DEFINED GAS POOLS

In a gas pool, as defined by the Oil Conservation Commission, each proration
unit containing a well producing in excess of five barrels of crude oil per
day shall be permitted to produce an oil allowable calculated by dividing
the gas allowable as assigned to a gas well on the same unit size as said
well by the gas-oil ration of said well. The maximum oil allowable which
may be assigned said well shall be the top unit oil allowable as determined
by Statewide Rule 505 unless, after hearing, the Commission shall amend this
rule as it applies to a particular pool in order to prevent waste.

GAS PRORATION (Supersedes Statewide Rule 602)

A. At such time as the Commission determines that allocation of gas pro-
duction from gas wells producing from any pool in this four-county area is
necessary to prevent waste or to protect correlative rights, the Commission,
after notice and hearing, shall consider the nominations of gas purchasers
from such gas pool and other relevant data, and 'shall fix the allowable
production of such pool, and shall allocate production among the gas wells in
such pool upon a reasonable basis with due regard for correlative rights.
Unless special pool rules are adopted as provided in B. below, the general
rules of this section shall apply to each gas pool allocated under these
rules,



B. After notice and hearing, the Commission, in order to protect correlative
rights, or prevent waste, or both, may promulgate special rules, regulations
or orders pertaining to any gas pool.

Ce. The term “igas purchaser' as used in these rules, shall mean any ‘taker®
of gas at the wellhead and it shall be the responsibility of said #taker!
to submit a nomination.

PRORATION UNITS

For the purpose of gas allocation in the absence of special pool rules, a
standard proration unit shall consist of between 158 and 162 contiguous
surface acres substantially in the form of a square which shall be a legal
subdivision (quarter section) of the U. S. Public Land Surveys, provided,
however, that a gas proration unit other than a legal quarter section may be
formed after notice and hearing by the Commission, or after the Commission
has been furnished waivers from all offsetting operators, if all acreage

is contiguous and does not contain more than four legal quarter-quarter
sections and/or lots. 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.

4

GAS ALLOCATION (Supersedes Statewide Rule 602)

A. At least 30 days prior to the beginning of each gas proration period
the Commission shall hold a hearing after due notice has been issueds The
Commission shall cause to be submitted by each gas purchaser its nominations
of the amount of gas which each in good faith actually desires to purchase
within the ensuing proration periocd by months from each gas pool from which
it purchases gas. The Commission shall consider nominations of purchasers,
actual production, and such other factors as may be deemed applicable in
determining the amount of gas that may be produced without waste within

the ensuing proration period.

B. The Commission shall cause to be submitted each month supplemental
nominations from purchasers of gas in like manner as the nominations described
above, setting out changes, if any, which should be made due to fluctuations
of market demand, The Commission shall hold a public hearing between the
15th and 20th days of each month to determine the reasonable 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. The Commission shall include in the proration schedule

the gas wells in the pool delivering to a gas transportation facility, and
shall include in the proration schedule of such pool any well which it finds
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 allowable to be allocated to the
pool shall be determined by the Commission in the following manner: The
total allowable for a month shall be equal to the total market demand for
that month plus the amount of any overproduction, or less the amount of any
underproduction during the second preceding month.

C. 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 amount that the acreage contained in each unit bears to the

-2~
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total acreage alloted to such non-marginal units; provided that for this
purpose standard units shall be as defined in Rule V above. More than

one proration unit or fractional parts thereof may be assigned to a gas
well and the allowables assigned said well may be increased proportiocnately
provided that:

1. No more than 640 acres shall be assigned to any one well,

2, 411 acreage in such units may reasonably be presumed to be pro-
ductive of gas,

3. The multiple unit so formed shall not have an overzll length or
width exceeding 5,280 feet.

Le The well to which such additional units are assigned shall be
located not closer to any boundary of such pooled units that the distance
represented by 25% of the length of the longer of the two boundaries of
said pooled unit which are adjacent to sagid first-mentioned boundary;
provided further, that where three proration units are pooled the well
shall not be located more than 1,320 feet from the nearest boundary of
any unit so pooled, and,

5. Exceptions to the provisions of this rule may be granted by the
Commission after notice and hearing or after the Commission has been
furnished waivers by all offsetting operators.

BALANCING OF PRODUCTION (Supersedes Statewide Rule 604)

A+ Underproduction .

The dates 7:00 A, ¥, Jarmwary 1 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 prorstion periods. The amount of current gas allowable re-
maining unproduced at the end of each proration perioed 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 allowable remains un-
produced 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
inability 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.

B, OVERPRODUCTION

A well which has produced a greater amount of gas than was allowed
during a given prorztion 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. If, at the end of the first succeeding proration period,
the well is still overproduced, it shall be shut in and its current monthly
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.

3=



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

VIII. GRANTING OF ALLOWABLES

A. No gas well shall be given an allowable until Form C-104 has been
filed together with a plat showing:

l. acreage attributed to said well,

2. the locations of all wells on the lease and the immediately
surrounding leases producing from the same reservoir, and,

3. the lease ownership of said leases.

B. Allowsbles to newly completed gas wells shall commence on the date
of cornection to a gas transportation facility or the date of filing of
Form C-1C4 and plat described above, whichever date is the later.

IX. REPCRTING CF PRODUCTION
The monthly gas production from each gas well shall be metered separately
and the gas production therefrom shall be submitted to the Commission
50 as to reach the Commission on or before the twenty-fifth day of the
month next succeeding the mortih in which the gas was produced. The
operator 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.

NEW MEXICO O1L & GAS ENGINZ:RING COMMITTEE
July 9, 1953
HOBBS, uzl! HEXTICO

Ly



1.

2.

3.

Ls

5.

REVISIONS AND ADDITIONS TO ORDER NUMBER R~-264 IN CASE 245
DESIGNATING, NAMING, DEFINING AND EXTENDING THE GAS POOLS
OF LEA, EDDY AND CHAVES COUNTIES, NEW MEXICO
RECOMMENDED BY THE ADVISORY COMMITTEE TO
THE OIL CONSERVATION COMMISSION OF NEW MEXICO ON CASE 521

It is recommended that the Jalco Gas Pool be extended to include

all of sections 15, 16, 17, 20, 21, 22, 27, 28; the E/2 of Sec~

tion 29; E/2 of Section 32; and all of Sections 33 and 34; all

in Township 26 South, Range 37 East.

It is pointed out that the E1 Paso Natural Gas Company!s Rhodes

Unit (Storage) Area is located within the boundaries of the Jalco

Gas Pool and production of gas from that area should not be restrict-
ed or affected by Jalco Gas Pool rules so long as the cumulative
total input gas exceeds cumulative total withdrawals and, in addition,
that during such period, Jalco Gas Pool rules apply to the storage
area only subject to the Unit Agreements and Rule No-405.

It is recommended that the vertical limits designated in III (2) of
Order No. R=-26.4, "That the producing formation in the Eumont Gas
Pool shall extend from the top of the Yates formation to a point
200 feet below the top of the Queen formation thereby including
all of the Seven Rivers formation®, be amended to read as follows:
That the producing formation in the Eumont Gas Pool shall extend
from the top of the Yates formation to the top of the Grayburg
formation thereby including all of the Yates, Seven~Rivers, and
Queen formations.

It is recommended that, whereas geologic evidence establishes that
the present Terry~Blinebry Pool and the Blinebry Gasl Pool are a
common reservoir, the Blinebry Gas Pool be extended to include
productive acreage presently included in the Terry-Blinebry Pool
and other acreage indicated productive by development, to wit: All
of Sections 1, 2, 3; B/2 of Section 4; E/2 of Section 9; N/2 of
Section 10; N/2 of Section 11; all of Section 12, 13, 24, and 25;
all in Township 21 South, Range 37 East, and that the designaticen
Terry-Blinebry Pool be discontinued.

It is recommended that, inasmuch as the Blinebry Gas Pool, as re-
commended in 5 above, contains low ratio oil wells as well as con-
densate and gas wells, special rules for allocation be adopted.

It is recommended that the producing formation in the Blinebry Gas
Pool shall be defined as that part of the Yeso formation included
from the base of the upper Yeso sandy section which occurs at an

_averagedepth of 450 ft.below the Glorieta formation and whieh is the

stratigraphic equivalent of the Clear Fork formation of West Texas
to the top of the Drinkard sandy member or Tubb Sand.



6.

Te

It is recommended that the Justis Gas Pool for production from
the Glorieta formation be designated as recommended by Gulf 0il
Corporation in the Gas Pool Delineation Study of Southeastern

Lea County, New Mexico.

The vertical limit is suggested as the 200 feet immediately below
the Glorieta datum. The horizontal limits include the SW/4 of
Section 1; SE/4 of Section 23 E/2 of Section 1l; W/2 of Section
12; W/2 of Section 13; E/2 of Section 14; E/2 of Section 23;

W/2 of Section 24; all in Township 25 Seuth, Range 37 East.

It is recommended that for wells presently or subsequently completed
as gas producers outside the boundaries of defined gas pools the
burden for having same included in gas pools should be placed on
the Operator as outlined in Rule 1122,

Note:

In reviewing designated gas pools, the subcommittee
recognized the fact that within the area of designated gas
pools and adjacent areas, there are a number of gas wells
which are producing from the gas caps of oil reservoirs and
subject to the oil proration rules pertaining thereto; and,
therefore, that these wells will not be subject to the rules
pertaining to gas pools.

NEW MEXICO OIL & GAS ENGINEERING COMMITTEE

July 9, 1953
HOBBS, NEW MEXICO
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A SOCONY-VACUUM COMPANY OIL CONSERVATION COMMISSION
, SANTA FE, NEW MEXICO.
LEGAL DEPARTMENT [F{[E?.JF o
21 ﬂ 3,
DALLAS &. TEXAS Q { AUG 1 11953 \U
August 7, 1953 d Loy v w

CTHAS B WALLACE

FoT OWILKINEGH, LR

FRANE C.BOLTOM, JR.

LALK VICKREY

SAMA - FELD

RCSS MADCLE

FLOYL 3 PITTS

W.OE McKELLAR L2
ASSILTANT,

Mr. R. R. Spurrier
Secretary of New Mexico Oil
Conservation Commission

P. O. Box 871
Santa Fe, New Mexico

Dear Mr. Spurrier:

Magnolia Petrolgum any does not plan to be

present on the hearing of Case 52D involving the rules
for gas proration in Lea, ¥y, Chaves and Roosevelt

Counties, New Mexico.

In an informal way we would like to point out
two or three ways in which we think that the rules could
be improved upon.

Rule III, on page 1, should be made clearer so
that there can be no misunderstanding that a well pro-
ducing less than five barrels of crude o0il is unaffected
thereby.

The existing wells should be exempted from the
spacing requirements set out in Rule VI-C-4.

The last paragraph of Rule VII-B should be
amended to provide that the Commission may allow over-
production to be made up at a lesser rate than would be
the case if the well were completely shut in, upon
public hearing after due notice. The rest of the para-
graph should be deleted. If this is not agreeable then
other reasons for granting an exception to the rule
other than "material damage to the well™ should be set
out in the paragraph. One of these reasons, if they are



To: Mr. R. R. Spurrier -2- August 7, 1953

set out in the rule, should be that if the complete shut
in of the well might subject the leases which are held
by production from such well to possible termination by
reason of such cessation of production, then the Com-
mission, upon a hearing after due notice, could allow
the overproduction to be made up at a lesser rate than
would be the case if the well were completely shut in.
No operator should be subjected to a possible suit for
termination of his lease by reason of any such shut
down ordered by the Commission.

These suggestions are submitted for your con-
sideration. If any additional information is desired
we will be glad to furnish the same upon request.

Kindest personal regards.

Yours very truly,

W paa, Madls

Ross Madole
RM: pb
cc: W. H. Speaker



GENERAL RULES FOR GAS PRORATION
FOR USE IN DEFINED GAS FIELDS LOCATED IN
THE FOUR-COUNTY AREA COMPRISED OF
LEA, EDDY, CHAVES AND ROOSEVELT COUNTIES, NEW MEXICO
RECOMMENDED BY THE ADVISORY COMMITTEE TO
THE OIL CONSERVATION COMMISSION OF NEW MEXICO ON CASE 521

I. DEFINITION OF A GAS WELL (Supersedes Statewide Definition 24)
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 Commission.

IT., WELL SPACING; ACREAGE REQUIREMENTS FOR DRILLING TRACTS

A. [Supersedes Statewide Rule 104 (f)]

The Secretary of the Commission shall have authority to
grant an exception to the requirements of Statewide Rule 104,
Sections (a), (b), {(c), and (d), without notice and hearing
where application has been filed in due form, and,

1. The necessity for the unorthodox location is based
on topographical conditions, or is occasloned by the recom-
pletion of a well previously drilled to another horilzon, and,

2. (a) The ownership of all oil and gas leases within
a radius of 660 feet of the proposed location is common with
the ownership of the o0il and gas leases under the proposed lo-
cation, or,

(b) All owners of oil and gas leases within such
radius consent in writing to the proposed location.

B. [Supersedes Statewide Rule 104 (k)]

The provisions of Statewide Rule 104, Paragraph (k), shall
not apply to gas pools located in Lea, Eddy, Chaves and Roose-
velt Counties, New Mexico.

ITI. OIL PRODUCTION FROM DEFINED GAS POOLS
In a gas pocl, as defined by the 0il Conservation Commission,
each proration unit containing a well producing in excess of
five barrels of crude oil per day shall be permitted to produce
an o0il allowable calculated by dividing the gas allowable as
assgigned to a gas well on the same unit size as said well by
the gas-0il ratio of said well. The maximum oil allowable which
may be assigned said well shall be the top unit o0il allowable
as determined by Statewide Rule 505 unless, after hearing, the
Commission shall amend this rule as it applles to a particular
pool in order to prevent waste.

IV. GAS PRORATION (Supersedes Statewide Rule 602)

A, At such time as the Commission determines that allocation
of gas production from gas wells producing from any pool in
this four-county area 1is necessary to prevent waste or to pro-
tect correlative rights, the Commission, after notice and
hearing, shall consider the nominations of gas purchasers from
such gas pool and other relevant data, and shall fix the allow-



VI.

able production of such pool, and shall allaocate productlon
among the gas wells 1n such pool upon a reasonable basls with
due regard for correlative rights. Unless special pool rules

are adopted as provided in B. helow, the general rules of this
section shall apply to each gas pool allocated under these rules,

B. After notice and hearing, the Commission, 1n order to pro-
tect correlative rights, or prevent waste, or both, may pro-
mulgate special rules, regulations or orders pertalning to

any gas pool,

C. The term "gas purchaser'" as used in these rules, shall mean
] Y - N

any "taker" of gas at the wellhead and it shall be the respon-

sibility of said "taker" to submit a nomination.

PRORATION UNITS

For the purpose of gas allocation 1n the absence of special

pool rules, ~ standard proration unit shall consist of be-

tween 158 and 162 contiguous surface acres substantially in

the form of = square which shall be a legal subdivision (quar-
ter 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 after the Commission has been furnished wailvers from all off-
setting operators, 1f all acreage is contiguous and does not
contain more than four legal quarter-quarter sections and/or
lots. Any allocation unit containing less than 158 acres or
more than 162 acres shall be a non-standard unit and its allow-
able shall be decreased or 1increased to that proportion of the
standard unit allowable that the number of acres contained
therein bears to 160 acres.

GAS ALLOCATION (Supersedes Statewide Rule 602)

A At least 30 days prior to the beginning of each gas prora-
tion periocd the Commission shall hold a hearing after due no-
tice has been lssued. The Commission shall cause to be sub-
mitted by each gas purchaser its nominations of the amount of
gas which each 1n good faith actually desires to purchase with-
in the ensuing proration period by months from each gas pool from
which purchases gas. The Commission shall consider 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 without waste within the ensuing prora-
tion period.

B. The Commission shall cause to be submitted each month sup-
plemental nominations from purchasers of gas in like manner as
the nominations described above, setting cut changes, 1f any,
which should be made due to fluctuations of market demand.

The Commission shall hold a public hearing between the 15th
and 20th days of each month to determine the reasonable market
demand for gas for the ensuing proration month and shall issue
a proratiocn schedule setting out the amount of gas which each
well may produce during the ensuing proration month. The Com-
mission shall include in the proration schedule the gas wells
in the pool delivering to a gas transportation facility, and

Do



shall include in the proration schedule of such pool any well
which it finds is belng unreasonably discrimimated against
through denial of access to a gas transportation facility
which 1s reasonably capable of handling the type of gas pro-
duced by such well, The total allowable tc be allocated to
the pool shall be determined by the Commission in the follow-
ing manner: The total allowable for a month shall be equal to
the total market demand for that month plus the amount of any
overproduction, or less the amount of any underproduction dur-
ing the second preceding month.

C. The allocation to a pool remaining after subtracting the
capacitiles of marginal units shall be divided and allocated
ratably among the non-marginal units in the amount that the
acreage contained 1n each unit bears to the total acreage
alloted to such non-marginal unlts; provided that for this
purpose standard units shall be as defined in Rule V above.
More than one proration unit or fractional parts thereof may
be assigned to a gas well and the allowables assigned said
well may be lncreased proportlonately provided that:

1. No more than 640 aeres shall be assigned to any one
well,

2. All acreage in such units may reasonably be presumed
to be productive of gas,

3. The multiple unit so formed shall not have an over-
all length or width exceeding 5,280 feet,

4, The well to which such additional units are assigned
shall be located not closer to any boundary of such pooled
unlits that the distance represented by 25% of the length of
the longer of the two boundaries of said pooled unit which
are adjacent to said first-mentioned boundary; provided further,
that where three proration units are pooled the well shall
not be located mcre than 1,320 feet from the nearest boundary
of any unit so pooled, and,

5. Exceptions to the provisions of this rule may be
granted by the Commission after notice and hearing or after
the Commission has been furnished waivers by all offsetting
operators.

VII. BALANCING OF PRODUCTION (Supersedes Statewide Rule 604)

A. Underproduction

The dates 7:00 A, M, January 1 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 remalning 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 succeedlng
period; but whatever amount thereof is not made up within
the first succeeding proration period shall be cancelled. If,

-3-



at the end of the first succeeding proratlion perlod, a greater
amount of zllowable remains unproduced than was carried for-
ward as underproductlion, the amount carried forward to the
second succeeding perlod shall be the total underproduction
less the amount carried forward to the first succeedlng period.

If 1t appears that such continued underproduction has
resulted from inability of the well to produce its allowable,
1t may be classified as a marginal well and its allowable re-
duced to the well's ability to produce.

B. Overproduction

A well which has produced a greater amount of gas than was
allowed durling a given proration period shall have i1ts allow-
able for the first succeeding proration period reduced by the
amount of such overprcduction and sueh overprocduction shall
be made up within the first succeeding proration period. 1If,
at the end of the first succeeding proration period, the well
is still overproduced, 1t shall be shut 1n and its current
monthly allowable charged against said overproductlon until
the well 1s in balance. If, at any time, a well is over-
produced 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 com-
pletely shut in upon a showing at public hearing after due
notice that complete shut-in of the well would result in ma-
terial damage to the well.

VIII, GRANTING OF ALLOWABLES

A. No gas well shall be given an allowable until Form C-104
has been filed together with a plat showing:

1. acreage attributed to said well,

2. the locations of all wells on the lease and the im-
mediately surrounding leases producing from the same reser-
voir, and,

3. the lease ownership of sald leases.

B. Allowables to newly completed gas wells shall commence
on the date of connectlion to a gas transportation facllity
or the date of filing of Form C-104 and plat described above,
whilchever date 1s the later.

IX., REPORTING OF PRODUCTION
The monthly gas production from each gas well shall be metered
separately and the gas production therefrom shall be submit-
ted to the Commission so as o reach the Commission on or be-
fore the twenty-fifth day of the month next succeeding the month
in which the gas was produced. The operator 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 dispositlon
has been made of the gas.

_h



It is recommended that the Justis Gas Pool for production from
the Glorileta formation be designated as recommended by Gulf

0il Corporatlon in the Gas Pool Delineation Study of South-
eastern Lea County, New Mexico.

The vertlcal 1limit 1s suggested as the 200 feet immediately
below the Glorieta datum. The horizontal limits lnclude the
SW/L4 of Sectlon 1; SE/4 of Section 2; E/2 of Section 11; W/2 of
Section 12; W/2 of Section 13; E/2 of Section 1lU4; E/2 of Sec-
tion 23; W/2 of Section 24; all in Township 25 South, Range 37
East.

It 1s recommended that for wells presently or subsequently com-
pleted as gas producers outside the boundaries of defined gas
pools the burden for having same included in gas pools should
be placed on the Operator as outlined in Rule 1122,

Note:

In reviewing designated gas pools, the subcommittee
recognized the fact that within the area of designated
gas pools and adjacent areas, there are a number of gas
wells which are produclng from the gas caps of o0ll reser-
volrs and subject to the o0il proration rules pertaining
thereto; and, therefore, that these wells wlll not be
subject to the rules pertaining to gas pools.



December 22, 1952 i i s o e :

TO ALL EUNICE~-MONUMENT POOL OFERATORS:

In compliance with the following letter, a meeting is being called
for 9:00 otclock A.M,, January 7th, 1953 at this office.

Glenn Staley, Director
NMs 0il and Gas Engineering Committee

LEITER

NEW McXICO
OIL CONSERVATION CCMMISSION

P, 0. Box &71
Santa Fe, New Mexico

December 18, 195

Mr, Glenn Staley

New Mexico Oil and Gas Engineering Committee
Box 127

Hobbs, New Mexico

Dear Sir:

In preparation for the proration of gas in Southeastern
New Mexico, we wculd appreciate very much your assistance in getting
the oil and gas producers of the Eunice-Monument Fool together for a
meeting in your office, We feel that the gasolire plant operators
should be present also.

Sincerely,

/s/ Re Re Spurrier
Secretary - Director

Neil. 011 and Gas Engineering Committee Lo
Hobbs, Mew Mexico

Decexver 22, 1952 /ﬂ e TIS3
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UiL CONSERVATION COMMISSION

P. O. BOX 871
SANTA FE, NEW MEXICO

Deeember 18, 1952

Mr. Glenn Staley

New Mexico Oil and Gas Engineering Committee
Box 127

Hobbs, New Mexico

Dear Glenn:

In preparatioa for the proration of gas in
Southeastern New Mexice, we would appreciate very
much your assistance in getting the oil and gas producers
of the Monument Pool together for a meeting in your
office. We feel that the gaseline plant operators should
be present also. We suggest the date of January 6, 1953
but will leave that decisien and arrangement to you, .

Siacerely,

- R. R. Spurrier
RRS:lh Secretary - Director
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A PRELIMINARY MEETING OF COMPANY REPRESENTATIVES. AND ENGINEERS FOR THE EUNICE=
MONUMENT AREA IS BEING CALLED FOR 9 A. M., JANUARY 27, 1953, AT THE OFFICE OF
THE NEW MEXICO OIL & GAS ENGINEERING CCMMITTEE, HOBBS, NEW MEXICO.

GLENN STALEY
DIRECTOR



MIIUTES OF EUNICE~MONUMENT POOL OPERATORS MEETING

The meeting of the Eunice-Monument Pool Operators was held in the office of the

Hew Mexico Cil and Gas Fngineering Committee, January 7, 1953. The meeting had been

called by Mr. R. R. Spurrier, State Geologist, by letter to all operators dated

December 18, 1952, The following company representatives were present:

NAMYE

Re Jo Aldridge, Jr,
A. R, Ballou

D. H, Voss, dr.
E. E. Tucker
John Springer
Wesley Buice
George D. Daly
W. Ho Hogan

He Fo Weaver

Re Te OtNeil

W, L. Phillips
H. C. Webb

Eo Ho Foster

0 . P. Nicola, Jr.
Jo V. Peacock

Js We Cole, dJr,
D. C. Sears

C. M. Bumpass
Hugh Smith
George G. Todd
h’- Ao Secott

Jo Do Savage

E. C. Hutchinson
Lo Ac Walker
Dan 0. Howard

Fe Ho Wolfe

He E. Massey

E. L. Patterson
Jeo Mo McMahan
Prentice R. Watts
A. s Wiederkehr
John Re. Rice

W, . Kearley
We B. Quesenbury, Jr.
N, o Baird
Johin S, Floeter
C. A. Shaid
Frank ¥orsyth

W. Cs Rizg

E. Do Dicley

M. Ho Culiender
Viles P, Sheldon
Pezk Havdee

Johr Yuvronka

Cs J. Rzy, Jr.
A. E, Willig

_COMPANY

The Atlantic Refining Company
Sun 0il Company -

" " "

Tidewater Assoc. 01l Company
14 n it 1
Sunray 0il Corporation

The Atlantic Refining Company
7 ”n 1 111

The Texas Company

Phillips Petroleum Company

" 1) $1

11 ft 1
” " 1
" 7" "
17" " 111
Gulf 0il Corporation
ir " "

1 " 7"

Phillips Petroleum Company
Dalport 0il Corporation
Shell 0il Company

1" 1 n

Warren Petroleum Corporation
" " "

it 11 1"

114 1 1

Cities Service 0il Company
Rowan Oil Company

Standard 0il Co, of Texas
Southern Union Gas Company
13 " 11 113

The Ohio 0il Company

i ” " "

¥Wilshire 01l Company, Inc. -

American Republics Corporation

" f? 134
L1 " 1
" A1) 1"

Phillips Petroleum Company
Shell Cil Company

Phillips Petroleum Company
Charm 0il Company
Texas-Pacific Coal & Oil Co.
a n it §?

The Texas Conmpany
¢4 i 1

ADDRESS

Denver City, Texas
Dallas, Texas
1t "

Midland, Texas
1] 11
" "
" 1
1" 1t

Monument, New Mexico
Odessa, Texas

n "
Bartlesville, Oklahoma
Mnarillo, Texas
Bartlesville, Oklahoma
Amarillo, Texas

Fort Worth, Texas

Hobbs, New Mexico
" 12 1

" " "

Dallas, Texas
Hobbs, New Mexico

4 " fl

Monument, New Mexico
7” " 7"
Tulsa, Oklahoma
Seminole, Texas
Hobbs, New Mexico
Eunice, New Mexico
Royalty, Texas
Hobbs, New Mexico
Dallas, Texas
Hobbs, New Mexico
L3 it "
Midland, Texas
Houston, Texas

” ”n

Artesia, New Mexico
Midland, Texas
H~bbs, New Mexico
Mic..arnd, Texas
Berticavilie, Oklahoma
Artesia, New Mexico
M diand, Tsxas
Holhs, llsw Mexico
Furs Verth, Texas

" 114 "
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ITAME

K. D. McPeters

COMPANY
Stanolind 0il and Gas Company

ADDRESS

Hobbs, New Mexico

K. J‘ Bal"'!' i " " " i n n "

2. Ls Irion Mid-Continent Petroleum Corp. n AL

R. C. Christie Amerada Petroleum Corporation Tulsa, Cklahoma
”

We Go Abbott 1 n Monument, New Mexico
Jo Ce. Blackwood " " " Midland Texas

F. E. Seifert " n " n L

D. C. Capps " " " Monument, New Mexico
R. E. Siverson Sinclair 01l & Gas Company Hobbs, New Mexico

C. C. Sal‘;er 11} 11} 114 " 114 19 1]

Ce Lo Quast t " " " Odessa, Texas

K. As Scalapino
Barton W, Ratliff
Je Co Cherry
Thomas F. Gray

Ae L. Porter, Jr,

El Paso Natural Gas Company
Skelly Cil Company

Humble 0il and Refining Co. " "
Sun Cil Company Odessa, Texas
N.M. 0il Conservation Commission Hobbs, New Mexico

Jal, New Mexico
Hobbs, New Mexico
”

W. B. Macey " n " W Santa Fe, New Mexico
R. R' Spurrier 11 17" 17" 1] 17® [ " 1]
L. A. Hanson n " n " Artesia, New Mexico

George H, Hirschfeld N.M., 01l & Gas Eng, Cermittee Hobbs, New Mexico
Glenn Staley " " n " " 1" " £t

The meeting was called to order by Mr. Spurrier at 9:30 A. M. He stated that the
reason for calling the meeting was to enlist the cooperation of all oil opera’co_rd
and gas plant operators within the pool in the working out of some plan for the %
elimination in so far as is practicable the waste of natural gas that is being ‘
produced with the oil from the pool., Mr. Spurrier then turned the meeting over to

¥r, William B, Macey, Chief Petroleum Engineer, of the Commission.

Mr, Macey called attention to the high Gas-0il Ratios in certain portions of |
the pool. He also called attention to the inability of the gasoline plant located
in the northern portion of the area to process all of the gas now being produced
with the oil. The discussion that followed brought out existing reservoir condie
tions; the apparent existence of a gas cap or gas caps in various parts of the poolg;

Mr, Dan Howard, an official of Warren Petroleum Corporation, gave an 6utline of
plans his Company had for the expansion of the existing gasoline absorption plant
located in north portion of the pool,

Mr. Christie and Mr. Blackwood of the Amerada Petroleum Corporation and Mr.
Willig of The Texas Company discussed remedial work that had been done by the compan-

ies to eliminate high Gas-0Oil Ratios and other operating practices.



Page 3.
The fluxiation in the volume of gas being delivered to the plant through the
hours of the day and days of the month was discussed.
After listening to all who wished to discuss the various factors that entered
to the problem it was decided that in order to give all interested parties an
opportunity to study the situation and consult their engineers and records the
meeting be adjourned and another meeting be called by the operators in the near

future,

R. Re Spurrier, State Geologist
Chariman

'Cw LEXICO CIL & CAS ENGIIEERING COMMITTEE
Jziary 9, 1953
HUS3S, NEW MEXICO



PETROLEUM AND ITS PRODUCTS

GULF OIL CORPORATION

P.0. DRAWER 1290 FORT WORTH 1, TEXAS

F J ADAMS 3, y 3 o FORT WORTH
cE. PRESIDENT March 13, 1927 PRODUCTION DIVISION

¥r, Glenn utaliey, bivector

2

RV sev .exico Jil and Ge: Zngipeering Com.ittee
s Lox 127

Hobbs, New exieo

ouplyins with ke reguest o lr. Ze i, Jpurrier,
legra m.d Director of the New lexieo il and as Consarvaetion

onznission, this 1s to advise thet Gulf Gil Corporaticn appoints
Mr, g, 3. .ﬁernt, Jr., @& its representative on the Industry “Con=
nittes to study the prorstion of zae in ﬁ_&-, #iQy, Chaves and
Roocevelt mmtieu, liow vexdco. Mr, terk ¥t, Technical Assistant
o the Yige=-ireaidant of the lompany's Fort Worth Production
Jivislon, 1t located in our Fort Jdorth Office and =1l corres-
condence with regard -,«o tue Committeels activities should be
iirected to him at this address.

w

R

It ic presumed that all sompanies will inf
T trelr renresentstives shortly, and 2 meedbing of th
scuedulud for = earlr dste, In connsction with the

)

shall agor2ciate as much edvarce notice az poseible,

c
2 Committee
latter, we

P
ces JHr. K. K, Spurrier, ;Se%retary

_.4« drector

‘eu iiexico 01l znd Gas Conservation Cormission

r. L. fox 871
Santa Fe, Hew lexico



N. M. OiL & GAS ENGINEERING COMMITTEE
BOX 127
HOBBS, NEW MEXICO

March 18, 1953

El Paso Natural Gas Company
Southern Union Gas Company
Continental Oil Company

Gulf 0il Corporation

Humble Oil and Refining Company
Shell 0il Company

Phillips Petroleum Company
Texas-Pacific Coal and 0il Company
Samedan 0Oil Corporation

Bentlemen:

Mr, R. R. Spurrier, Director of the New Mexico Oil Conservation
Commission has appointed your Company to serve on an Advisory Committee
to assist the Commission in working out the means and methods for the
proration of natural gas in Lea, Eddy, Chaves and Roosevelt Counties,
New Mexico.

Eash Company will please designate their representative to serve
on this Committee.

The Company acting as Chairman (E1l Paso Natural Gas Company) has
called the first meeting for March 24, 1953 at 10:00 A.M., at the office
of the New Mexico 0il and Gas Engineering Committee, Hobbs, New Mexico.

Respectfully submitted,

Glenn Staley
Secretary

GS/no
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OilL CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

Maych 19, 1953

Chas. ¥. Taylor - Area Preod. Supt.
Gulf Ol Cerperatien

Pex 2147

Hobbs, New dexice

C. €. Wilsea - District Supt.
Countinental Oil Company
Bex CC

Hebbs, Mew Maxice

J. W, Heuse - Divisiea Supt.
Humble Cil and Refining Company
Bex 1600

Midland, Temne

C. R. Bickel

Skrell Oil Company
Box 1987

Hebba, Now Mexnice

Eugens Adair

Temas Pacific Ceal and Oll Company
305 N. Leech

Hobbs, New Mexico

E. H. Yester - Landman
Phillipe Petroloum Cempany
Bex 1781

Amarille, Texas

A. A. Kemnite

Samedan Oil Cerporation
Bex 1637

Hebbe, Noew Menice



OiL. CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO
Letter te Advisery Committes - Cass 521 March 19, 1983

J. R. Cols

Seuthsras Unien Gas Company
132 E. Marcy Street

Santa Fe, New Meuico

C. L. Perkins - V. Pres.

ki Paso Natural Gas Company
Box 1492

El Pase, Texas

New Mexice (il and Gas Enginsering Committes
Dox 127
Hobbs, New Mexice

Cfl Conservation Commission
S. J. Ssanley

Boxn 2045

Bobbs, New Mexico

CGentlemsen:

. The foregeing Companies are hereby appointed as an Advisory

| ;* Committes to the il Conservatisn Commission on Case 531. This letter

) will confirm the appointinents made at the March 17, 193] bearing. You
will note that the Companies are appeinted, not individuals. I feel that a

lawyer, engineer or geclogist acqguainted with proration matiers should be
appeinted {rom: each Company to serve on the Commitise.

The call of the hoaring mentioned an order which weuld setadlish
means and moethods of gas provatien in Lea, Eddy, Chaves and Rossevelt
Counties. ] belisve that it is nesessary first to determine whether pro-
ration is nseded, and this will invelve a great samount of study en the gas
production statistics available.

It is suggested that the office of the New Mexico Cil and Cas
Engineering Committes be used to oldain evidence of ratabile take inequalitiss,
if they do exist. The infermation is availabls in this office, but Mobbs i
more centrally lecated for & meeting piase. The Commities secretary
should, I believe, call the first mesting of the Committes. I8 was stated
- at the hearing that a repert from this Committes would be expected at the



OiL CONSERVATION COMMISSION

Letter 1o Advisery Committee ~ Case S2l March 1953, 19ta
Y N AT NEW eSS .

April 12, 1953 hearing in Santa Fe. It is probably true that a compre-
hemsive report cannot be completsd by that time, sever the lees, we would
like to have & report at ¢-ory monthly hearing until the final recommaen-
datioas are made.

T -is Committes must be¢ a working Commities. Members
appointed to the Committee should be expected to devele considerable tine
working on this problem, and should be frea te attend Coamittee Magu
and hearings when necessary.

Very truly yours,

R. R, Spurrier
RRS:Aa Secratary - Dirvector



., AIVISORY COMMITTEE

; ~ gae E 53
.%%T% CONSERVATION COMMISSION

A meeting of the Advisory Committee was held March 24, 1953, Hobbs,
New Mexico, with the following representatives present:
( Not available at present time)
The purpose of the meeting was to discuss the need of gas proration.
R. R. Spurrier opened thé meeting with a suggested 1ine of study
since a ratable take of @s and predetermined methods on the part of
the Commission were non-existént. The requested points of study were
outlined as follows:
1. The need of proration
2. Reservoir gergy
3. Flares |
4. High Gas-0i1 Ratios
5. Limiting Gas-0il Ratios
6. Hithdrawalrof gas cap in an oil reservoir
‘Mr, Hill, El Paso Raturai Gas Company, was introduced and was named
the scting chaimman of the Advisory Committee. Since the discussion of
proration of gas was to comeice with-out formulation of 2deas on the part
of the Commission and all representatives present.J e statement was requested
from each member present on the subject of the need of gms proraﬁon.
GULF Expressed the aesire that now is the time &6 consider, study -
and develop rules and regulations pertaining to proration.
CONTINENTAL  Requested time to consider the problem with the menagement,
however, it was felt that the time has arrived for needed gas proratiom.
HUMBLE Not only are we in need of gas proration but it is recommended
that we advance a step further. The Oil Conservation Commission should head
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Vgas proration to prevent pres&nt waste in reservoires created by the gas
problem. The nuisance factor at the outset of operaﬁons in the State

has also changed economically.

EL FASO ' The probebility exists of the completion of a new Pipe Line
Company in this area. The i»rfpseht condition inaugurated and practiced by
El Paso Gas pertaining to ratable take of ges will be greatly aggravated by
other pipe-line-systems. We should study the problem to see if a correction
is needed on ratable take under certain conditions of large gas withdrawsls
from associated oil pools. "!k:gis protection is probebly needed for the
ultimste recovery of oil. Tt is suggested that sub-cSmmittees be appointed
to study the different phasms; of the over-all problem. The pokl of opinion
was contimied. o

AMERATR hressed the desire for proration.

PHILLIPS ?mmtion is needed with emphasis on the study of assoclated
and non-essociated gas. | 7

STANOLIND Request_ed time for invéétigation prior to issuance of a

statement.

SOUTHERN UNYON Requested time to study the problem prior to issuance of a

statement.
SHELL The present syktan of gas production requires proratiem.
SAMETAN We are cenfranied with a specific instance of the genersl

problem. A definite need of proration is needed in the State., Since a

nev gas pipe line system will: be installed in this area I feel that should

the State lag in gas proration the Federsl Fower Commission will be forced
_ to act, | |

TEXAS PACIFIC & OIL Request time for further investigation of study
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SPUE?K[ER Tﬁe unequal take of gas from a defined pool with respect

to Boundary leasé lines.iéould7 result in court action on the part of royalty
owners. The numerous instances of duasl completions embracing a L0 Acre
tract, 80 acre, 120 or 160 scre tract will present a greater problem in

the future. It must be remembered that the basic unit is 160 acre: T

am ‘greatly pleased over the réaction‘of the members present and their
willinghess to cooperate on this matter.

GULF Have the gas fields of the State and unit gas acreage been
defined?
SPURRTER Tt is generally accepted that s unit allowable is based on

a 160 acres, a quarter sectioé in the form of a square within the section

tﬂmryo
GULF Tt is evident that specing is needed.
EL PASO Tt is impossible to state with any degree of accuracy what

' sort of a balance will be needed to offset the problem of proration. T
feel sure that we cammot hope for centractusl position of equity in an existing
pool and a belance will be lacking. Therefore, the rules and regulations - .
sh§u1d be of a flexible nature for our opération. It must be remembered |
that our mejor take is confined to residue gas and the "peaks® are filled
with the use of dry gas. Permian Pipe Line’s chief source of residue gas
will be from the Sprayberry Tred with the anticipation of obtaining a
dry-gas source in Lea County, " fherefore we will need worksble and feasible
rules to govern proration. Fﬁrtherm:;'e an inter-exchange of three
purchasers mey be required for flexibility. El Paso's nomination or
requirements are based on a six to 12~month period and we may need inter-

exchange over a long period.



EL PASOs

HUMBLE:

EL PASO:

GUI.F:

EL PASO:
SAMEDAN s
HUMBLE:

The Advisory éonﬁittee should nominate’ eﬁb-cmitbees to
explore the v;rious problems cennected vit‘;h gas proratien -
to study problems pertaining to the definition of a
maximum ratio -~ clagsification of a gas well - etc.

The Advisory comittee should discuss a.nd uork-out ‘the
general over-tll plan of proration. A4 system of nominated
gas on a mont&ly basis similiar to that of Texas should be
discussed, m amount of production of gas should be ad- -
justed up or &o'un to realize ratable teke, The State of
New Iexico sheuld set a period of perhaps six months (6) to
adjust for mr-prroduction or under-production depending on
the cire\mst@ce. Certainly over-production of gas
asaociaﬁed vith o0il should be curtailed,

Should we appeint a sub-committes to study and define gas
caps connectaér vith oil reservoirs? A Vccmi’etee»'eo study
the problem of Gas=0il Ratio Limit,

At one time the ratio of 50,000 to 1 limit was the defini-
tion.

Perhaps a ce_ittee ghould be deaignaﬂd to study inequities.
The problem hts been studied.

We couldn%t eev’almte inequities' with existing maps. -

Gas Pools a:i-‘e'new defined eince they are necessary to
initiate proration. Continentsl 0il Company contributed
to this study and definition. If neceseery we can change
their boundar:ies, if major discrepancies exist, The
acreage factor has been discussed and perhaps we should
include an acreage designation to be filed on Ferm C-101
(Notice of Intention to Drill) whenever a gas well is to be



HUMELE

HUMELE:
HUMELE:

EL PASO:
HUMBLE:

SHELL:

EL PASQs

HUMBLE:
SPURRIER:

EL PASO:

drilled,
The C-101 for drilling of a gas well should require a
plat,
It must be remembered that an acreage figure does not
give & description or configuration of acresge in
question,
The shape of a tract has definite significance,
0il, wells in & gas reserve will present a problem
especially with a gas reservoir producing a little oil.
Whenever this occurs, a provision should be made for the
production of oil,
A gas allowable should be nominated in this case and the
production of oil should come from this figure.
The problem should be divided into two main thoughts:
1. Associated Gas -~ Relegating itself to problem of
conservation,
2. Non=Agsociated Gas ~ Ratable take
We should decide at the present time the method of app-
roach in asseciated and non-assiciated gas,
The problem of associated gas is a problem of oil produc-
tion. A method should be provided to prorate associated
gas.
Will a depth factor be considered on the 160 acre spacing?
The problems of depth factor have not been extensively
studied at the present time, The 160 acre unit, however,
is a minimum spacing,

More specific rules will be needed to carry on gas proration.




HUOMBLE:

EL PASO:

STANCQLIND:

PHILLIPS:

SHELL:

EL PASO:

A general four-county-wide-rule should be -a'dopted. We
can deviate from the general rule when ever specific
rules are rﬁuirad.

It is reco-nnded to egtablish _cdmif.t.ees to studys
(1) Classification of pools ~ essociated and non-
associate@.

(2.) A Committee on Rules

It is recomm#nded that a committee study the proﬁlen

of 1limiting gas~o0il ratio.

It is recomssnded that one committee study both pro-

blems to establish a general over-all picture to egt—

ablish the mghaﬂica of proration, A certain company
would consid_cr‘ gas proration based on pressure - end
another would consider potentisl, etc, To divide and
establish move than one committee would result in
cenfusien, »

There are certain factors which are basic to all pools.

Acreage is Van exsmple, Consider the adoption of rulés

of the four dounties on a statewide basis. The rules

should be written on this basis. It is evident that
the adopted rules will not be worksble in esch field
but will be § basis for gas proration, Deviations
for a pool can be initiated whenever necessary.

It is recommended that the Commission adopt the rules

and appoint sub-committee for the various problems of

proration mcilanics.

The Chairman recommended sub-comitt.ees be appointed

for associated and non-associated gas, Combine the



EL PABG:

ElL PASO:

EL PASO:

PHILLIPS:

EL PASO:

rules for the entire conservation of gas in all types of
regervoirs, Consider the various mechanics needed in the
over-all program and divide the work,

Mississippl and Texas have similiar mechsnics, therefore,
we ceuld benafit from their experience and work out

simil iar plans.

My purpose 1§ to explore the Advisory Committee and if 1t
is felt that :the one group can operate more efficiently
then that is the course we should follow,

One comm:{tte,é should be assigned the task of balancing-
out the ratable take of gas from the various leases -~

a committee fer associated oil to detemmine the gas-oil
ratio limit, ‘etcs The other committee should confine
itts problems te the gemeral rules.

I feel that # committee should be adopted to define a
gas well, 1

The definitien of a gas well should be determined by the
Over-all Comjttﬁe - &also the problem of allowable- etc,

A vote was taken and it was:unanimously agreed to study these proklems -

with a coomittee

HUMELE:

I don't feel that a definite rigid definition of a gas
well will apply from one field to another, It is
recommended that the New Mexico Engineering Committee
define the gas pools.

A comittee should study the over-all picture of gas
pools in the area and formulate a definition to defi‘ne
a gas pool, :It is expectdd that it may vary for each

pool.,



EL PASO:

Presented a motion to appoint a committee to study the

problem of ﬁ-oraticm.

Once the findings of this committee establish the need of

~ proration a State-wide hearing will be cslled, The case

It was adopted

of proration:will be wide open at each hearing to agcept
conmittee reports and discuss gas prorefion, It is the
congensus of opinion of the Commission that gas preration
is necessary; .
to divide the committee into two parts to study:

1. Definitiem of Pools

2. General Rules

It was recommended that eaai committee have a member outlined in the

report of the Commission, Br. Staley should be advised which persan

will be assigned to serve \_oﬁ the two committees representing the

companies outlined in the letter from the Commission and in twrn

arrange the meeting, It was agreed to conduct a meeting of the

Committees for

March 31, 1953 at 10 AM,




DOMESTIC SERVICE \_

' : J INTERNATIONAL SERVICE
Check the class of servicedesired; $ - Check the classof servicedesired ;
otherwise this message willbe otherwise the message willbe
sentas afullrate telegram S sentatthefullrate
FULL RATE TELEGRAM | & 1206 10-51  { pyyy, gate
DAY LETTER E : LETTER TELEGRAM
NIGHT LETTER - W: P. MARSHALL, PRESIDENT ~SH!P RADIOGRAM Va
NO. WDS.-CL. CF S¥YC. PC. CR CCLL, CASH NO, CHARGE TO THE ACCOUNT OF TIME FILED

Humbleé 01l & Befining Company

Send the Jollowing message, subject to the lerms on back hereof, which are hereby agreed to

Mr, Glenn Staley

¢/o N. M, 011 & Gas anineerl.ng Committee
Hobbs, New Mexico

Humble Company representative Advisory Committee on gas, J. W. House,

R. S. Dewey,

7 -
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-
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Midland, Texas, March 20, 1953

Humble 0il & Refining Company

By J. W, House

Adtemate
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ALL MESSAGES TAKEN BY THIS COMPANY ARE SUBJECT TO THE FOLLOWING TERMS:

To guard against mistakes or delays, the sender of 5 messsge should orde;
unrepeated message rate is charged in ddmon Unless otherwise indicated on its 13
the sender of the message and the Telegraph Company as follows:

it repeated, that is, telegraphed back to the originating office for eomparison. ¥For thls, one-half the
this agreed between

ce, is an unrepeated message and paid for as such, in consideration whereof it is

or delivery, or for non-delivery, of any message received for tra fon a¢ the unr

dollars; nor for mistakes or delays in the §r

Nﬂ:nh gan shall not be liable for mistakes or delays in the tr
mmgemebeyond e sum of five
message rate beyond the sum of five thousand doflars, unless specially valued; nor 1

. In any event the Telegmph Company shall not be liable for damages 1o}
eaused by the its servants or otherwise, beyond the actual loss, not ¢

neg!!zen
:gaents asa%els vahﬁ unless a greater valte is stated in wmma by th
d ar oxreed patd an additional charge equal to onestenth of ond

'D:e Telegraph Company is hereby made the agent of the sender, withg

pt a8 otherwise ind.leaeed in connection with the listing of individu

or an incoming cable or radio message covers its delivery witain the
shown by the filed tariils of the Teleeraph Compan) i3 not operated]
Telegraph éompa.ny in cities or towns of 5,000 or more inhabitants where, us show1]
{ a railroad company, within one mile of the telegraph ofilce: in cjties or towns of leg
of the telegraph offtes. Beyond the limits above specificd the Telegranh Company dod
th the ng that the sender authorizes the collection of ary acdditional ch:

ee ‘There will be no admuonal charge for deliveries made by teleptone within the ¢

5. ibility att ns to the Te! egmph Company concerning messag
by one of the Nwaph Compan,; he acts for that purpose as the agen)

6. The Telegm“Ph Company will not be liable for damages or statutory pej
after the message is fled with the Telezraph Company for transmission in the case
'I‘exaa) or between a point in the United States on the one Land and a point in Alaska,
States and a ship at sea or in the air, (b) within 95 days after the cause of action,
the mesagbois filed with the Teiegraph Company for transmiscion in the case of 4
fied ‘above in this paragraph; provided however, that this condition shall not
Act of 1934, as amended.

It is agreed that in any actiop by the Telegraph Company to recover thp
presumed, subject to rebuttal by competent evidence.

8. Special terms governing the transmission af messages according to their
all the foregoing terms.

9. No employee of the Telegraph Company is authorized to vary the forego)

mestic tel:gmm
office whi

552
CLASS

DOMESTIC SERVICES

FULL RATE TELEGRAM
A full rate expedited service.

DAY LETTER (DL)
A deferred service at lower than the full rate

NIGHT LETTER (NL)

Aocepted to 2 A. M. fer delivei'y not earlier than the following morning at
substantially lower than the full rate telegram or day letter rates.

ion or delivery, or for non~delivery, of any message received for trammlssion at the repedted-
b any case for delays arising from unavoidable lnbertuptlon in the working of its lines.

f mistakes or delays In the transmission or delivery, or fof the non-dellvery, of any message, whet|

kceeding in any event the sum of five thcusand dollars, at which amount the sender of each message
sender thereof at the time the message i3 terdered for t-ansmisslo untess the re ejsage
Der cent of the amount by which sueh valuation shall o: fve dollars.

it liability, to forward this message over the lines of any other company when necessary to reach its

her

! places in the filed tariffs of the Telegr: pany, the amount paid for the transmission of 5 do-
cliowing limits: In cities or towns of o,(m& or more inhabitants where the Telegr: cam%y has a
tbrough the agency of a railroad company, within two miles of Any opén main or branch the
by the filed tarifs of the Telegraph Company, the telegraph service is performed through the agency
k than 5,000 inhabitants in which gn office of the Telegraph Company is located, within one-haif mile
s not undertake to make delivery but will endeavor to arrange for delivery as the mgeuﬁ of the sender.
hrzre from the addressee and agress to pay such additional charge 1f it is not colls address-
brporate limits of any city or town in which an office of the Telegraph Company is located.

es until the same are accented at one of its transmitting offices; and if a message is sent to suclr office
b of the sender.

halties when the claim is not presented in writing to the Telegraph Company, (a) within n!nety days
cf a message between points within the United States (except in the case of an intrastate message in
Carnada, Mexico, or St. Pierre-Miqueion Islands on the other hand, or betweeu a point in the United
f any, shall have accrued in the case of an intrastate message in Texas, and (¢) within 180 days after
message between a point in the United States and 4 foreign or overseas point other the points
pply to claims for damu3es or overcharges within the purview of Section 415 of he Communications

b tolls for any message or messages the prompt and correct tra.nsmlssion and delivery thereof shail be

classes, as enumerated below, shall apply to messages in each of such respective classes in addition to

g,

ES OF SERVICE
INTERNATIONAL SERVICES

FULL RATE (FR)

“he standard fast service at full rates. May be written in any language that can be
expressed in Romun letters, or in secret language. A minimum charge for 5 words applies.

LETTER TELEGRAM (LT)
Overnight plain language messages. Minimum charge for 22 words applies

SHIP RADIOGRAM
A seryiee to and from ships at ssa. Plain or secret lunguuge may be used. Vlinlmum

ates
charge for 5 words applics.
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OIL CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

March 26, 1953

Mr. Glenn Staley

New Mexico Oil and Gas Engineering Committee
Box 127

Hobbs, New Mexico

Dear Sir:

Reference i{s made to your telephone conversation
of this morning with Mr. W. B. Macey, pertaining to your
distribution of Committee reports on gas proration. :

You are hereby authorized to reproduce and dist-
ribute to all interested parties, copies of any Committee reports
obtained by you.

Very truly yours,

R. R. Spurrier
WBM:RRS:1h Secretary - Director



N

MAR . 1353

i e Vi b
E S

March 26, 1953

Mr, J. Be Hcllow

Tide Water Associated 0il Company
Mellie Esperson Building

Ps Os Box 1404

Houston 1, Texas

Dear Mr. Holloway:

In reply to your letter of March 23 regarding the 0il Con-
servation Commission Advisory Committee, Case 521, appoin-
ted March 17, 1953 in Santa Fe, New Mexico.

The first meeting of this Committee was held March 24 in o
Hobbs, The Minutes have not been mailed out. The under- .
standing that this office has with the Director of the 0il %
Conservation Commission, Mr. R. R. Spurrier, is that all -
reports of the above Committee shall be mailed to the entire
mailing list of this office in order that all operstors
have knowledge of Committee progress and have the benefit of

any suggestions offered to the Commission prior to the hearing
to be held April 16, 1953,

Very truly yours, X

Glenn Staley/ bx‘;\-
GS/no -

cc: Mr. R. R. Spurrier
Mr, A, L. Hi11




April 1, 1953

El Paso Natural Gas Company

Bouthern Union Gas Company — '@ . . ...
Continental 01l Company

Gulf 011 Carporation

Husble 01l & Refining Cowpany

Shall 011 Company
Phillips Fetroleum Company

Texas-Pacific Coal and 01l Company
Samedan 01l Corporation

i

i At a moeting of the Gemersl Rules Subcommittee of the Advisory Committee to
the 11 Conservation Commissiom of New Mexico om Case 521 regarding Gas Froretiom in
¢ , Bew Mexico om March 31, 1953, two motions comcerning gemernl rules vere made
and passed. These motions were as fallows:

-~

/’W\l 1. That the General Rules Bubcommittee recommend to the

| Advisory Committee that a rule be suggested to the

' Nev Mexico Comservation Commission vhich would in-
! clude the filing of the following:

-/ a. Monthly gas nominations;

b. Assignment of momthly zas allowables;

—— ¢. Reporting of gas production om a

i} monthly dasis;

) 4. The balancing of gas production

against allowebles over a specified

proration period.

2. That the Gemeral Rules Subcommittee recommend to the
Advisory Committee that a rule be suggested to the
W77 New Moxico Conservation Commissiom vhich would define
\\. / / a gas vell,

/

!I It vas agreed that each company represemted on the Advisory Committee would
stully the above moticns and submit their commemts and opinions to the Samedan 011
Corporation, Chairman of the Jeneral Rules Subeczmittee, on or before April 1k, 1953.
After all of these comments and opimione have been received, each company will be
furnished a copy of them for additiomal study.

A meeting has been set for Amril 30, 1953, at 9:00 AM {MST) at the office of
the Nev Mexico 01l and Gus Engineering Committes, Hobbs, New Mexico, at which time
final rales vill be formlsated with reference to the motions set forth in this letter.

Respectfully submitted,

SANEDAN OIL CCORPORATION, Chairman
General es Subcommittee

o



J. R. COLE
Vigg PRESIDENT

SOUTHERN UNION GAS COMPANY 7 -4
BOX 1654 , ,‘;\\ i
)
SANTA FE, NEW MEXICD U y
\l |
April 2, 1953 N
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| oOUSERYATION COMMSS
sCB:TSA FE, NEW MER®T
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Mr. R. R. Spurrier
Secretary - Director

0il Conservation Commission
P. O. Box 871

Santa Fe, New Mexieéo

Dear Dick:

Reference ig made to your letter of March 19, 1953,
advising that our company has been appointed to serve
on an Advisory Committee to the 0il Conservation Comm-
ission on Case #521.

This is to advise you that Mr, Van Thompson has been

appointed to represent Southern Union Gas Company on
this Advisory Committee,

Very truly yours,

JRC:JH:dc

cc: C,H. Zachry - Dallas
Jo. C. Reed - Dallas
Van Thompson - Dallas




6] Q aso C)/Zaiuraz gas @ompany

TENTH FLOOR BASSETT TOWER

61 Q aso, gexas

April 15,

011 Conservation Commlission
P. 0. Box 871
Santa Fe, New Mexico

In Re:

Advisory Committes
Commission on
ration in Lea,

1953

o0 the 0il Conservation
concerning gas pro-
aves and Roosevelt

Counties, New Mexico

Gentlemen:

As requested by Mr. R. R. Spurrier's letter dated

March 19, 1953,
the office of the New Mexico

in Hobbs, New Mexico, at 10:00 A. M., March 24, 1953,

the above~mentioned Advisory Committee met at

0il and Gas Engineering Committee
As sug-

gested by the Commission, a representative of the El Paso Natural

Gas Company acted as chairman of this committee,

Mr, Spurrier

and other Commission personnel, Mr, Staley of the New Mexico 0Qil
and Gas Englneering Committee, and representatives of each of the
companies appolnted to the Advisory Committee were present at this

meeting.

A subcommittee was appointed for the study and deter-

mination of general rules on
Advisory Committee, Another
as to any required revisions
Each committee consists of a
companies represented on the

A meeting of each

Hobbs, New Mexico, at 10:00 A, M,, March 31,

gas proration for submlssion to the
subcommittee is to study and report
of present gas pool designations.
representative from each of the
Advisory Committee.

of these subcommittees was held 1n
1953, Samedan 0Oil

Corp., represented by Mr. George E. Trimble, acted as chalrman
of the general rules subcommittee, which met at the office of the

New Mexico 0il and Gas Engineering Committee,

Gulf 011 corp.,

represented by Mr., R. L. Boss, acted as chairman of the pooledefinie

tion subcommittee, which met

at the Humble Recreatlon Hall., In each

of these subcommittees, subjects for additional study were agreed

upon and provisions made for

future meetings.

The minutes of the initial Advisory Committee meeting,
as well as the meetings of each of the subcommittees, have been

furnished to the Commission.

It is recommended that the hearing

be kept open and continued until final report of the Advisory Committee.

ALH:W:pc:mm

Respectfully submitted,

/u« 5’?%

A. L. Hill, Chairman
Gas Proration Advisory Committee



April 15, 1953

01l Conservation Commission
P. 0. Box 871
Santa Fe, New Mexico

In Re: Advisory Committee to the 0il Conservatiom
Commission on Case 521, concerning gas pro-
ration in Lea, Eddy, Chaves and Roosevelt
Counties, New Nexico,

@Gentlemen:

As requested by Mr, R. R. Spurrier's letter dated
March 19, 1953, the above-mentioned Advisory Committee met at
the office of the New Mexico Qil and Gas Engineering Committee
in Hobbs, New Mexico, at 10300 A. M., March 24, 1953, As sug-
gested by the Commission, a2 represzentative of the E1 Paso Natural
Gas Company acted as chairman of this committee, Mr, Spurrier
and other Commission personnel, Nr, Staley of the New Mexico 01l
and @Gas Engineering Committee, and representatives of each of the
companies appointed to the Advisory Committee were present at this
meeting.

A subcommittee was appointed for the study and deter-
mination of general rules on gas proration for submission to the
Advisory Committee., Another subcommittee 18 to study and report
as to any required revisions of present gas pool designations.
Each committee consists of a representative from each of the
companies represented on the Advisory Commlittee,

A meeting of each of these subcommittees was held in
Hobbs, New Mexico, at 10:00 A, M., NMarch 31, 1953.. Samedan 01l
Corp., represented by Mr, George E. Trimble, acted as chairman
of the general rules subcommittee, which met at the office of the
New Mexico 011 and Gas Engineering Committee., QGulf 01l Corp.,
represented by Mr. R. L. Bess, acted as chairman of the pooledefini-
tion subcommittee, which met at the Humble Recreation Hall., In each
of these subcommittees, subjects for additional study were agreed
upon and provisions made for future meetings,

The minutes of the initial Advisory Committee meeting,
as well as the meetings of each of the subcommlittees, have been
furnished to the Commission, It is recommended that the hearing
be kept open and continued until final report of the Advisory Committee,

‘Respectfully submitted,

P

- A, L, Hill, Chairman
ALHiWipcimm Gas Proration Advisory Committee



April 18, 1953

El Paso Natural Gas Company
Southern Union Gas Company APR 9
Continental 0il Company

Gulf 0il Corporation .
Humble Cil and Refining Company
Shell 0il Company

Phillips Petroleum Company

Texas-Pacific Coal and (il Company

Sameden 0il Corporation

Gentlemen:

WWith reference to the two motions made and passed at the March 31, 1953,
meeting of the General Rules Subcommittee concerning gas proration in lea, Eddy,
Chaves, and hLoosevelt Counties, New Mexico, attached are copies of suggested rules
and/or oninions received thus far in reference to the above motions.

If and when the suggested rules and/or opinions are received from those com-
panies not as yet heard from copies will be transmitted to each of you upon their
receipt by your chaimen.

At the regular monthly meeting of the New Mexico 0il Conservation Commission
in Santa Fe, New Mexico, on April 16, 1953, Case lumber 521 was continued for discus-
sion. At that time Mr, R. E. Spurrier urged the Advisory Committee to complete
their assignment as soon as possible. Therefore it is suggested that as soon as the
enclosed suggested rules and/or ginions are studied and considered each company who
has not already done so should draft a suggested rule or rules covering the motions
that were made at the lMarch 31, 1953 meeting of the general rules subcommittee.

In addition so that we might hasten the work of the general rules subcommittee,
it is suggested that easch compvany prepare an outline containing those factors that
are felt necessary in the final set of rules that the general rules subcommittee
will submit to the Advisory Committee. By doing this prior to the April 30, 1953
meeting of the general rules subcommittee it is possitle that a discussion and
outline of the final set of rules c¢an be agreed upon for consideration of those
companies making up the Advisory Committee.

Yours very truly,

SAMEDAI GIL CORPORATION, Chairman
General Pules Subcommittee

Ceorge L. Trizole



PROPOSED RULES ON GAS PRORATION AND ALLOCATTON
- _-STATE . OF NEM MEXICO
. GULF OIL CORPORATION

'RULE 602 - ALLOGATION OF GAS PRODUCTION
(1) Gas Nominations -

(a) On or before the tenth day of each calendar month
each gas purchas®r shall submit to the Conservation
Cemmission,. in affidavit form and on forms furnished
by the Commission, the estimated volume of gas which
said purchaser will require from each pool during the
next suCCeedlng calendar month.

The term "gas purchaser" as used hereln, shall mean
‘thé "taker" of gas at the wellhead and it shall be the

* responsibility of said "taker" to submit the nomina-
tions An Operator of the gas well who takeés gas at the
well head and uses such gas for his own operations
eithor on leases or in a fuel system shall submit the
nomination form and likewise processing plants which
operate field gathering systems and which are the

- takers of the gas at the wellhead will be responsible
for submlttlng the nomination form,

(2) Statewide Hearing

Each month during the regularly scheduled monthly hearing establlshed
by the provisions of Rule 503 (b), the Commission shall determine: .

(a) The lawfuk: market %smand for gas to be produced
. from each pool during the following month.

(b) The volume of gas that can be produced from each
pool and each well therein during the following
month, without waste.

(3) Monthly Gas Allowable:

Subsequent to-the statewide hearing of the Commission and as soon
thereafter as is practicable, the Commission shall fix the monthly allowable
of gas to be precduced from each pool and said allowable shall be either the
lawful, market demand from said pool or the volume that can be produced from
said pool without waste, whichever is the smaller quantity.

- (4) Allocatlon of allowables to prevent waste and protect cor-
relative rights,

After the Commission finds, upon hearing, that the gas wells in any
pool are capable of producing an accumulative volume of gas which is in excess
of the current market demand for gas from said pool, or finds that allocation
of allowables or the regulation of production of any well or wells is
necessary to prevent waste and protect correlative rights, the Commission
shall allocate thé monthly pool allowable among all wells entitled to
produce gas therefrom so as to give each well 1ts fair share of the gas
to be produced from the pool, provided that each_well shall be restricted
to the amount of gas that can be produced without waste. The volume of gas
allocated to each well shall be regarded as the monthly allowable for such



Page 2 « Gas Proratlon and Allocatlon cont’d

well and each well's dally a;lowable shall be determlned by d1v1d1ng the
monthly ailowable by the number of days in the month. A gas proration
schedule shall be issued by the Commission etch month for each allocated
gas pocl and such schedule shall list seach gas well in the pool and the
allowable for each well,

(5) Computing and Ealaﬁé{ngfoﬁerﬁrodﬁotgoﬁ’aﬁd'hnderproduction.

If during any month or mbhths of a proratlon perlod ‘an ‘operator
produced rore gas or léss gas than- the asslgned allowable, then the procedure for
computing and balancing overproduﬂtlon and underproduotlon shall be as follows:

(4) For the purpose of computing and balancing overproductlon and
underprodyction in thé various gas pools, the dates 7 -a:m., March 1 and
7 adi., September 1,7dre to be known as "Balancing Dates'; and the

six months® perlods beglnnlng 7 a.mo,' March 1 and- endlng 7 &em.,
September 1 and beglnnlng 7 g.m,, September ‘L ‘and “ending~7 A,

March 1, will be.considered as separate entitles and wiEL be ‘known

as "balan01ng perlods." A : -

v

(1) UNDERDRODUCTION

(a) In the event thete shall not be’ produced from any ‘gas well
in any gas pool during a balancing period as much gas as Js allocated
thereto under orders of the Commission, the operator of ‘ahy such well'shall
be permitted to.carry such.underproductlon forward to the next succeading
balaneing perlod .as, future allowable credit to be produced durlng that
period, 7 7 mommomenanes C e

(b) The amount of underprodUCtlon to be -darried: forward into
any new-balanclng perlod shall consi'st of actual underproductlon that accrued

e

adjusted on each balanc1ng date accordlngly. L

(c) Underproduction as pertains to any well shall not be made up
at a rate in excess of twire the daily average rate required to produce the
normal current monthly allowable of the well. .

(d). w1th respect to. a produolng well that* has been accumulatIVely.i
underproduced on. each of two successivé balancing dates, such well shallnot
be assigned a monthly allowable greater than the maxlmum.monfhly produotlon
had from such well during the immediately preceding balancing period: ' "
provided, however, that such limited allowable as is agsigned such well
hereunder may be adjusted to a value not to éxceed the: allowable accrulng
to such well under thke allocation forrmla, upon certifitadtion t&'the Comy
mission from-the. operator thereof that such well is produc1ng gas in
excess of - the llmlted.allowable a531gned It.”,_ :

v

@ OVER. PRQDUCTION ,.**‘"__ T
(a) Each 0perator of each gas well in any’ gas pool may;, subject:
to the hereinafter. prescribed’ condltlons, ‘produce such well in excess of
the monthly allcwsble allocated .to ‘such well provided that nolwekl shall
in any ons month produce at a rate in excess of twice the ‘daily average
rate required to produce the normal current monthly alIOWable of the’ Well.

-:-“(
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(b) Any well overproduced as of a balancing date, and which well
was also overproduced on the balancing date immediately preceding and
remained overproduced for the entire period between the two balancing dates,
shall, be shut in until the overproduction existentent as of the latter of such
two balancing dates, is made up; this unless exception is had as prcwided
for in therext succeeding paragraph hereof,

(c) The operator of a well which under the provisions of the
immediately preceding paragraph would be required to be shut in may,; if such
opcrator is of the - ‘opinion that complete well shut in will materially damage
his well, request a hearing before the Commission which hearing will be held
only after due notice is given to all operators in the pool. If after consideration
of the evidence submitted at such hearing the Commission finds that such well
should not be completely shut in, the Commission may allow the over production
charged against it to be made up at a lesser rate than it would be made up if the
well were completely shut in.

(d) Except where complete well shut in is required to make up
over production (see paragraph b and ¢ above) , overproduction existent as of
any balancing date shall be made up during the balancing period immediately
fiilowing, and may be made up at any time during such periocd; i.e., a specified
fractional part of such over production need not be made up during each
month of such balancing period, so long as all of such over production is made
up during such balancing pericd,

SUGGESTED REVISION OF RULE 403

Natural Gas From Gas Wells To Be Measured
And Volumes Reported Monthly

All natural gas produced shall be accnunted for by metering, and the
gas prpduction from each well shall be metered .aparately. The operator
~f each gas well shall report monthly to the Commission, on a form prescribed
and furnished by the Commission, the volume produced from sajd well and the
disposition or utilization of the volume produced. All volumes reported
shall be computed at a base pressure of 10 cunces per square inch above an
assumed average barcmetric pressure of 1lh.) pounds per square inch (15,025 psia)
and a standard base temperature of 60 degrees Fahrenheit with correction fur
deviation from Boylets Law whenever such gas is actually metered at a pressure
of 100 pounds per square inch gauge or higher. All volumes are to be submitted to
the Commission so as to reach the Commission Office on or before the 25th day of the
month next succeeding the month in which the gas was produced.

DEFINITION OF A GAS WEIL

The term "gas well" is any well (a) which produces non-associated gas, or
(b) which produces associated gas at a gas—oil ratio. of more than one hundred
thousand (100,000) cubic feet of gas to each barrel of crude oil produced
from the same horizon.

New Mexico 0il & Gas Eng. Comm-
Hobbs, New Mexico
Aoprdd 20, 1953



CCNTINENTAL OIL COMPANY
April 13, 1953

- Samedan 0il Corporation,. Cln

EL Paso Natural Gas Company

Southern Union Gas Company

Gulf O0il Corporation '

Hunbtle Cil and Refining Company

Shell 0il Company

Phillips Petroleum Company -

Texas Pacific Coal & 0il Company - -

Gentlemen:

In regard to the proposals made March 31, 1953, at the first meeting
of the General Rules Subcommittee of the Committee on Means and Methods for
the preration of gas in New Mexico," Contlnental 011 Company has the follow1ng
commnents: : .

l. The proposal for a system involving nominations, allowables and
production reports on a monthly basis and the balancinag of gas production and !
allowables on-a six-months basfs is entirely in accord with our position on these
matters as fas as fundamentals are concerned. The specific wording, of course,
is subject to considerabie change for clarification and refinement.

2, In accordance with our original stand which was voiced at the first
meeting of the gener:1'committee on March 24, a rigid definition of a gas well
is a step in the wrong direction. Such a definition would be applicablie in
either of two situations: (1) Wells in a gas cap and (2) wells in gas or gas
condensate pools. In the former situation, an associated pool, properly
defined, would be equitable treated under the present rules or perhaps by a
slight modification thereof in that such gas cap wells would be allowed to
produce only that amount of gas calcmlated by multijlying the oil allowable by
the limiting gas/oil ratic. A slight modification could provide for equivalent
volumetric withdrawal of the gas cap and the pooling of units for proportional
allowable. The placing of a rigid gas-oil ratio definition together with
separate treatment of the gas cap from the oil pcrtion of a reservoir could only
result in inequities. A near-gas well would be given greater flexibility -of gas
utilization than a "just-barely" gas well. Also thz allowable liquid production
and consequently the allowable reaervoir volume voidage may vary to an unreason=-
able degree between two such wells which are direct offsets if the two are
treated under separate rules providing for separate allocation systems.

The present definition of "¢asinghead gas® specifically includes gas cap gas
so that this control may be exercised with only slight change of the rules.

In regard to gas wells in gas or gas condensate pools the definition should
not be by wells but by reservoirs. The present definition of f'gas well ;i asfla
well producing gas or natural gas from a common source of gas supply as determinec
by the Commission® is quite proper, if not adequate., Furthermore, the
definitions of %condensate® and "natural gas or gas' appear to suppert this view.
The definitions could be clarified and perhaps be better correlated, but the
intent to associate them is clear.
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As each of you know, the characteristics of each reservoir is different
from every other and the nature of each is governed by many factors other than
gas~oil ratio. In reality, to properly classify reservoirs, it is necessary to
study each separately, weighing the facts in a scientific manner and drawing
conclusions based on sound engineering principles. A gas reservoir, actually,
is a single phase reservoir existing in the gaseous state at reservoir conditions.
Any departure from such classification is contrary to sound engineering and sound
conservation principless . A gas-reservoir, therefore, should be classified
by the Commission based upon evidence presented at public hearlng after sufficient
engineering study has been made.

We hope to have suggested rules and modifications of - present rules in
readiness for your consideration at our next meeting on April 30.

. Respectfully submitted -

(sgd) V. Te Lyon '
: Continental Cil »ompany
Member General Rules Subcommlttee :

New-Mex1co 011 & Gas Eng. Comm.
Hobbs, . New Mexico
April 20, 1953



PROPCSED MODTFICATION OF DEFINITIONS AND RULES
(Submitted by Phillips Petroleum Company) -
New Mexico 0il Conservation JCommission Rules and Regulations

DErINITﬁml 2h. GAS WELL shall mean

(1) a well producing gas er natural gas from a pool cla331f1ed'by the Commis-
51on as a gas pool, and :

(2) a well w1th a gas-oil ratio above 100, OOO cubic feet of gas per bar:el of
0il producing oil and/or gas from a pool c13581f1ed by the r‘omm:Lss:Lon as an
o0il rcol. o . _

PROFOSED MODIFICATION OF RULES

New Mexico Oil Conservation Commission Rules and Regulations

RULE 102. NOTICE OF INTENTION TC DRILL OR RECOMPLETE

Prior to the commencement of operations, notice shall be delivered to the Com-
mission of intention to drill any well for oil or gas on Form C-10l. Frior to the
commencement of recompletion operations, notice shall likewise be delivered to the
Commission” of intention to deepen or plug’ baek to any common source of supply other
than the existing’ productlon horlzon. .

Notlce of 1ntention to drlll or recomplete shall be accompanied by a certified
lease plat showing lease boundary lines, acreage attributable to the well or unit,

the location of the prorosed well with reference to property lines;, and other wells
on the unit.

RULE 104, WELL SPACING; ACREAGE REQUIREMENTS FOR DRILLING TRACTS

(a) Same as set out in present rules.

(o) . Same as set out in present rules.

(¢) Same as set out in present rules. ' »

(d) Each well drilled in'a defined gas pool shall be located on a tract
conforming to the special pool rules and shall be located within the tract in
accordance with the special pool rules, provided, however, that the Commission will,
in order to protect the rights of the owner, grant exceptions to permit the drillins
of wells on tracts smaller than the proration unit prescribed in the special pool
rules.

(e) Same as set out in present rules.

(£) The Secretary of the Commission shall have authority to grant an exceptior
to the requirments of (a), (b), (c), and (d) above without notice and hearing where
application has been filed in due form and

(1) The necessity for the unorthodox locatlon is based on topographlcal
conditions, or is occasioned by the recompletlon of a well previously
drilled to another horizon, and

(2) a) The ownership of all oil and gas leases within a radius of 660
feet of the proposed location is common with the ownership of the
0il and gas leases under the proposed locatlon, or

b) All owners of oil and gas leases within such radius consent in
writing to the proposed location.

(g) Same as set out in present rules.
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RULE 10 - Corntinued

(k) Same as set out in present rules.

(i) If the drilling tract is within an allocated gas pool or is placed within
such allocated vool at any time after completion of the well and the drilling tract
consists of acreage different from the proration unit prescribed in the special pool
fules, the allowable for such well shall be increased or decreased in the proportior
tiat the number of acres in the drilling tract bears to the: proration unit for the
sa“ulealar nool.

(J/ Came as set out in present rules.

(k) Same as set out in present rules.

(1) Same as set out in preSeﬁt rules.

(m) Same as set out in present rules.

RULS 506. GKS - OIL ?ATTr *IIITATION

(a) Tn allocated pools contalnlng a well or wells produ01ng from a reservoir
which contains both oil and gas, each proration unit shall be. allowed to produce
only that volume of oil and’or gas equivalent, at reservoir conditions, to the
volume of oil and/or gas allowed to be produced as a top unit allowable for the
pool. In the event the Commission has not set a gas-oil ratio limit for a partic-
ular oil pool, the limiting gas-oil ratio for the pool shall be 2,000 cubic feet of
gas for each barrel.of oil produced. All wells in an-allocated pool shall be placed
on the proration schedule. o ’ S ‘ '

(b) Same as set out in present rules.

(1) Same as set out in present rﬁles.

‘2) Any unit containing a well or wells produc1ng from a reservoir which
contains both 0il and gas shall be permitted to produce -only that volume of ‘oil and,/
or gas equivalent, at reservoir conditions, to the volume of 011 and/or gas allowed
to be nroduced ‘as a top unit allowable’ for the pool.

(3) Same as set out in present rules.,

(4) Same as set out in present rules.

(c) Same as set out in present ruless

(d) Same as set out in present rules.

RULE 602. ALTOCATION OF GAS PRODUCTION

Whén the Commission finds, upon hearing, that production from any gas pool is
in excess of the current market demand therefor, or finds that production from the
reservoir should be regulated in order to prevent waste or protect, correlative
rights, the Commission shall promulgate such special pool rules and regulations as
are necessary to allocate the allowable pool production among the connected wells
in the pool upon a reasonable basis and recognizing correlative rights. The
Commission shall include inthe proration schedule for 'such pool any gas well which
it finds is being unreasonably discriminated against, through denial or access to a

gas transrortation facility, which is reasonably capable of handling the tupe of
gas mroduced by such well.
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Such special pool rules and regulations shzll not necessarily be limited to
the following matters, but shall;

1. Delineate the pool limits,
2+ Fix the standard proration unit,
3. Establish well location requirements within the standard proration unit,

L. Provics for exceptions to standard proration unit and well location
requiremerts,

5. Provide for the filing of a certified plat setting out attributable
acreage, well location, line measurements, etc.,

é. Establish an allocation formula,
7. ZEstablish applicable well test rules,

8. Provide for the filirg of nomiragtions and the determination of the
reasonable market demand for the pool,

9. Frovide for the adjustment of allowable to satisfy the reasoneble market
.. Cemand as determined,

1G6. Establish the tolerance that will be allowed with respect to over or
underproduction of the assigned allowable,

11, Provide for the filing of regular monthly production reports for each
well in the field, and

12, Provide for further consideration of the special pool rules at any and
all such times as may be necessary.

RULE 603. DHOZ. TICN FU2I0D

The proraticn period for a gas pool shall be at least six months, and the
reasonable market demand for each gas pool shall be cstermined for each month in

the period, upon notice and hearing, at least thirty days prior to each proration
period.

RULE 6CL. ADJUSTLENT OF ALIQWABLES

At such time as the actual production from a gas pool for each month is known,
the net allowable for the pool shell be adjusted so as to satisfy the reasonable
market demand as previously determined so that each gas proration unit shall have
a reasonable opportunity to produce its fair share of the gas production from the
pool and so that ccrrelative rights shall be protected.



EXAMPLE

Speclal Pool Ru.les '

1. Drilling and/or spacing units, 640 acres in size consisting of one section
eccording to the U, S. Public Land Surveys, are hereby" established for the develop-
ment of the uool whlch pool llmlts are described as. follows ‘ :

(uescriptlon of‘pool llmits as determined by the Comm1531on upon hear1ng.;

" Zach well’ hereafter drilled in said pool shall be drllled.ln the center of
its unit," and in no event farther than 660 feet from the center of the unit, pro=--
vided, however, that" exceptlons will be granted in accordance . w1th Rule 104 (£) of
the Commissione.

Operators shall £i16 with the Commission a “certified plat for each well, which
plat shall set out distinctly all of those things pertlnent to the determination of
the acreage credit claimed therefor,

‘Allocation For Formula -k formula shall be, and 13, hereby adopted for the .

purpose of allcoaulng gas productlo to the wells in the pool, -which formula shall
consist of acreage and pressure as herein deflned. L

3. Acreage Factor - The acreage factor shall be the acreage attributable to
the proration unit upon which the well is drilled. If two or more wells are
drilled on a proration unit, the acresge attributable to each well shall be the

total number of acres in the proration unit divided by the number of wells in the
proration unit.

L. Pressure Factor - The pressure factor shall be the shut-in well-head
pressure as determined at the end of a 24-hour shut-in period.

‘54 . Allowable ~ The total allowable for the pool as determined by the Commis-
sion, after deductions have been made for wells which are incapable of producing
their allowables as determined hereby, shall be distributed among the remaining
wells in the pool on the following basis:

The allowable production of gas from individual wells shall be determined by
the proportion that the product of acreage times pressure for the individual well

bears to the summation of this product with respect to all other such wells in the
mOl.

6. Nominations - During each regularly scheduled hearing as established under
Rule 503 (b) for the months of February and August, each person or persons having
market demands on the pool shall sutmit to the Commission, nominations of those
demands for each month of the proration period, April through September, and
October through May, respectively.

After consideration of the above nominations, the Commission shall establish

the reasonable market demand for the pool for each month of the following proration
period.

7+ Production - Production reports on all wells shall be reported in accordance
with Rule 1110 of the Commission.
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8. Total Allowable - The total'all&ﬂébié"to be allocated to the wells in the
pool shall be determined by the Commission in the following manner:

The total -allowable for the current month shall be equal to. the total market
demand for the current month plus the. total market demand for- the precedlng month
>ss the net field status at ‘the end of the second precedlng month._h .

S+ Underproduction and Overproduction - All underproduction and overproduction
occurring during any month shall be carried as a credit in favor of the well or a
charge against the well, as the case may. be, and added to or subtracted from the
well?s allowable for the next month. . When a well's overproduction exeeeds three
times its icurrent monthly allowable, said well shall be 1mmed1ate1y shut—in by the
operator and no gas produced therefrom until all overproduction is made upe When-a
well cormected to a market outlet has accumulated underproduction in excess of
three times its current monthly allowable, such excess underproduction shall be

cancelled unless otherwise ordered by the. Ccmm1551on._)ﬁ-_;~,_ i :

(Note: Thenprovisions concerning over and‘uhdéfﬁfoductiaﬁ cdh be modified
with resvect to individual pools,xdependlng upon the antlclpated varlatlon
in production from.the pool.) - R

10, Jurisdiction over this cause is hereby retained for the purpose of changing,
modifying, adding to,.or altering this.order,. if at any further hearing or from
other evidence adduced before -the Commission, it appears that such change, d1f1~
cation, addltlon, or alteration should be made.¢, S :

N.M. OIL & GAS ENG. COMMITTEE
HOBBS, NEW MEXICO '
L-26-53.



SUEMITTED BY SOUTHERN UNION GAS CO.
April 10, 1953

Mr, George E, Trimble
SAMEDAN OIL CORPORATION, Chairman
General Rule Sub-Committee

Dear Sir:

Southern Union Gas Company's ideas as to the Rotions made and carried at
the meeting on March 31, 1953, are set out below:

Motion 1.

A. Cn or before the twentieth day of each calendar month, each gas purchase
shall file with the Commission nominations in the form of affidavits, stating the
volume of gas which will be purchased by it from each pool in the field during
the succeeding calendar day month. These nominations will conform to the actual
volume of gas which the gas purchaser in good faith anticipates it will actually
withdraw during the succeeding month.

B. Allowables for each gas well shall be fixed by the Commission on a
monthly basis by determining a pool allowable production of gas which shall be
divided and allocated to each gas well in each pool based on an allocation formul.
which shall include, but not be limited to, pressure, potential, and acreage. Du.
adjustments shall be made by the Commission for deficient wells so that the
total pool allowable may be produced from both the deficient and non-deficient
wells in the pool.

C. Gas produced from a gas well will be reported by the operator
monthly on form C-~115.

D. The balancing period shall be six months. Over and under production
shall be balanced in accord with proration rules submitted by Humble.

M otion 11

The term "gas well" ig any well which produces natural gas not associated
or blended with crude petroleum oil at the time of production.

Yours very truly

( Sgd ) A. M. Wiederkehr
Reservoir Engineer



SUGGESTIONS FROM REPRESENTATIVES OF SHELL OIL COMPANY TO COMMITTEE
' FOR RECOMENDATION OF RULES FOR FRORATION OF GAS IN EDDY, LEA,

CHAVES AND ROOSEVELT COUNTIES, NEW MEXICO TO NEW HEXICO‘OIL CON-

SERVATION COMMISSION. ~

Submitted by- Shell 0il Company
Associated Gas '

‘The only guggestion that we have to make with reference to associated gas is
that Number 24 of the definitions of the rules be changed to read as follows ) -

2L, - Gas well shsll mean a well producing gas or natural gas from the inter-
vals which within a certain geographical area have been designated by the Commission
as a non-associated gas pool,' *

The magnitude of the gas-liqnid_ratio should not be considered as a controll-
ing factor in determining’ whetlier- a well is a gas well or an oil well, Thus many
gas condensate reservoirs have gas-liquid ratios considerably less than 100,000
cubic feet of gas per barrel of condensate which arbitrary factor is incorrectly
contilered by some as the dividing mark between an oil well and a gas well, Ar"'
gas~liquid Patio of 50,000 to 1 in the Tubbs pool is not wasteful but such a gas-
liquid ratio in the oil pools in the same area would constitute waste. Hence,
we think any well in a defined oil pool should be prorated as an oil well regard-_
less of its gas~1iquid ratlo. . _ _

‘ Non-A33001ated Gas

Rule 605 should be amended to read as the Commission has suggested which is
as follows, to-wit:

YRULE 605 - GAS PRORATION UNITS -

"Ea; Before issuing a proration schedule for .an allocated gas pool, -the
Commission, after notice and hearing, shall fix the gas proratloa unit for that
pOOlo

"(b) Proration Units of 160 acres are hereby established for:all defined gas
pools in Eddy, lea, Chaves and Roosevelt Counties, New Mexico, and deviation
there from may be had only upon Commission order, after notice and hearing.

i(e) A Normal Gas Proration Unit shall consist of approximately 160 surface
contiguous acres which shall ‘be a legal subdivision (quarter section) of the ‘UeS.
Public Land Survey,

i1(d) Exception to Paragraph (c) above may be obtained after due notice and
hearing where the acreage involved is 160 acres or less; the acreage is contlguous
where the acreage lies wholly within a governmental Section,"

Rule 606 should ‘be added to read as follows

“RULE 606_- AUTHORIZATION FOR THE PRODUCTION OF GAS

Ti(a)’ Gas proration periods shall be six months long and - shall run from April
1 to September 30 inclusive and frOm October l to the following March 31 inclus-
ive,

(b) Each year at the regularly scheduled monthly hearings for February
and August, the Commission-shall determine ‘the amount of gas to be produced from
all allocated gas pools in Eddy, lLea, Chaves and Roosevelt Counties during the
gas proration period which immediately follows the said determination. The Com-
mission will consider all evidence ‘'of market demand and’ lease uses of gas and
determine the amount of gas to be ‘produced from'all allocatadgas pools in such count.
ies during the following proration ‘period. - The' amount 30 determined will be
allocated among thie ‘gas pools in such counties in the mariner provided in Rule
607; provided, however, that no part of said amount shall be allocated to any pool
which is without a commén purchaser market. Effective the first day of each prora-
tion period the Commission will issue a gas proration schedule for the gas pools
80 receiving allocationis which such schedule will authorize the production of gas
from the various units in accordance therewith. Any well completed on or after
the first day of the proration period within a pool that appears on a proration
schedule is authorized to produce such amounts of gas as said well may be capable



Pgo "‘2—

) .o

of producing W1thout waste up to the top gas unit ailowable determlned in accordance
with Rule 607. The allowable production: for: suchuwell shall be effective at 7:00
A.M, on the date of completion, provided that Form C—lOA.ls approved during the
proration period in which the well is completed, otherwise the allowable will

be effective at 7:00“AM. on’‘the.-first .day of the proration period in which Form
C~104 is approved and provided further a supplementary schedule is issued by the
Cormission establishing the effective. date and the daily rate of production per-
rmitted the remainder of the proration periode A tabulation of suonlementary gas
proration schedulés issued during any proration. period. shall be dlstributed by the
fiZth day ol the month followirig their. issuance. S

. ii{c) No well shdall'be’placed on. the proration schedule untll Form C-lOA

and Form C-110 have ‘been filed with -the- Commissione®. .. -

Rule 607 should be added substantially in the form: proposed by the Commission.
“loweveér, we siggest amendment to ‘sub-paragraph (d)..of. fhe Commissionts proposed
rule and the’ additlon of sub-paragraphs (3)-and- (k) te. cover the matter .of under~
productlon and over-productlon. Rule 667, agasnggested by us, would read as follows;

607 ~ GAS PRORATION : ' ‘ :

i In allocated’ gas pools, the allocation between pools 1s .n accordance
wlph‘the too of the produclng depth of ‘the. pool and the: correspondlng proportlonal
factor set out below. - The deépth’ to the:casihg shoe. or the top perforation in ‘the -
casingwhichever is the higher in the first well completed in"a"pool determines the
depth classification for the pool. -Top unit ‘allowables shall e calcualted for
each of the several ranges of depth 1n the follow1ng prorations.

Q)
POOL DZPTH RANGE 160 Acre. PrOportional
T S L T _Factor._ g
.0t 5ooo Feet ) 11,00 SRR
"“. 5,000 tO 6 OOO e E VL P S ,1,33 o e Lo
.6,000 to 7,000 nd R A ;;;1,77 R
7,000 to 8,000 1 1o 2,33
8,000 to. 9,000 W o .'__-3.00
9 000 ' 10,0007 - . il B 3077
©.. 10,000 w 11,000 ™ Le67
3_11 coo m 12,000 N TIAE ) ITEE ?"5 67
12,000 13,000 * * - R T SN L
13 €00 " 14,000 - IR .f;;ﬁ=:~;18.00

ti(e) The 160-acre proportional factor shall be applled to pools developed
'on the normal statewide l60-acre spacing pattern.: .
 w(d) - Normdl unit allowables shall be set.by .the Comm1551on on a daily basis.
However, such daily rates”shall riot ‘comtrol as to the time of productlon which
subject to the common purchasers' duty of rateable take may occur ‘at any time
within a proration period. et
i(e)! Top unit allowables for each range of depth shall then be determlned by
multiplying the normal unit~allowable by the , proportional factor for each depth '~
range as set out in the table hereinabofme; any,fractdon of a M,. C. F. shall be e
regarded as g full M. C. F.:for both normal and top.unit allowables, : '
(). The top unit alleowables hereinabave- determined shall be assigned t6 -
the respective pools in accotrdance with each-poql!s.depth range.‘ A110wables ‘to
_marginal pnits will be’ assigned in actordance with the, npminations submltted by '
~-the operatons on “Form C-ll5._ Such nominations must. be bavid, ppon the ‘ability
of ,the well to prodUce ‘without waste; .otherwise the. allowable will be assigned on
the basis of the latest avallable production  figures,. The sum of the allocation
to all marginal units plus'the sum of the allocation to all non—marginal unlts
in each. pool shall constltnte the allocation for: each pool.ga )
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ii(g) The allocation to each poal shall in turn be prorated or distributed
to the respective units in each pool in accordance with the proration plan of the
particular gas pool, whereby any such plan exists. Where no proration plan
exists then the pool allocation shall be distributed or prorated to the respective
marginal and non-marginal units therein as determined hereinabove,

w(h) Each proration period the distribution or proration to the respective
units in each pool shall be changed in order to take into acecount all new wells
vhich have been completed and were not in the proration schedule during the
previous proration period. A

(1) The provision of Rule 104 (i) et seq. shall be adhered to where ap-
plicable in fixing top unit allowables.

1(j) In the event that there shall not be produced from any gas well in a
pool during a proration period as much gas as is allocated thereto on the proras .
tion schedule for that period, the amount of such underproduction shall be carried
forward to the next succeeding period, However, a well that has been accumulative
underproduced on each of two successive proration periods because of its marginal
capacity shall, during the following proration period not be assigned an allow-
able greater than the maximun production had from such well during the immediately
preceding proration period; provided further, however, that such limited allowable
as is assigned such a well hereunder may be adjusted to a value not to exceed the
allowable accruing to such well undet the allocation formula upon certification
to the Commission from the operator thereof that such well is capable of produc-
ing gas in excess of the limited allowable assigned it.

(k) Each operator of each gas well in a pool may produce such well in
excess of the allowable allocated to such well provided that no well shall in
any proration period produce an excess of one and one-fourth times its allowable
for such period. Any well overproduced during a proration period shall be cut
back during the succeeding proration period until the overproduction is made up,"

Rule 1107 should be amended to read as follows:

YRULE 1107 - REQUEST FOR (OIL) (GAS) ALLOWABLE (Form C~104)

It is necessary that this form be submitted by the operators before an initial
allowable will be assigned to any completed oil well., Form C-104 is to be sub-
mitted in QUADRUPLICATE to the Commission office to which Form C-101 was sent,

The allowable will be assigned effective 7:00 A.M. on the date of completion,
provided completion report is filed during month of completion. The completion
date shall be that date, in the case of an oil well, when oil is delivered into
the stock tanks. '

“Form C~110, Certificate of Compliance and Authorization to Transport Oil
or Natural Gas, shall accompany Form C-104,

‘When a gas well is involved, a plat certified by the operator as being
correct on a scale on one.inch equals 1,000 feet setting out acreage attributable
to the well, the well locations and line measurements shall accompany and be
attached to each copy of Form C-104.%

Rule 902 should be amended by adding thereto the following additional
sub-paragraph:

ii(d) Subject to the other provisions of this rule each common purchaser
that has a pipe line or lines connecting different gas pools to the same truck
pipe line shall take from such pools rateably according to the ratios of the
allocations made to such pools respectively on the proration schedule,®

Rule 602 should be amended to show that it is to be applied whenever al-
location of gas production is necessary to protect correlative rights as well
as when such is necessary to prevent waste,

Distributed by:

Ne. M. OIL & GAS ENGINEERING COMMITTEE
April- 20, 1953

Hobbs, New Mexico



PHCPOSED RULES FOR.GQS PRORxTION D ALLCCATTCN
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(Submittedfby Humble 011 and Re¢1n1n0 Company)
5?73'1: Depvnltion o* Gas 1imll” |

‘Gaz well shall mean & Jvll Qroduc1ng wnth a gas~01l ratio in- exoess of
100,000 cutlc feet of gaz yex barrel of oils E

. Ary £35S well producirig from a reservoir which contains both 011 and gas
shall be perritted to prodice only that volume of gas equivaiént to the appli-
cable 1imutivg gas-oil ratic multiplied by the top unlt eJlowabfe cdrrently ase
signed to the pool.

PULL RULE -3:. craser Nowinctions

Purchasers of gas shall fllP with the Commission in the form of affidavits,
stating the volume of gas which be purchased from each padli during the next
proration period. -Said noriratiens shall be filed on ov before the: 20th day of
the month preceding the proration pericd and shall be adjusted morthly by filing
supp+empntu3 nominaticns with the Commission on or before the 20th.day of each
calendar fonth in the form of affidavits, stating the volume of gas which will
be purchased from each peol during the next succeeding calendar day month. These:
rominations will confoerm to the actual volume of gas which the gas purchaser in
good faith anticipates it will actually withdraw durlng the proration period
and the calendar day zionth.. Said nominations shall be on forms prescribed by
the Commission and shall state nominations for casinghead gas, assogiated gas
well gas, and ron-assoc1atea gas well gas.

In order to ascertaln the- mwrket demand for unlts producing from non-assoc-
iated gas reservoirs, the Commission shall consider nominations and actual
productisne. Norminations for the subsequent months shall be adjusted by . applyh
ing the differehce between the latest monthly production total and the total
nominations for that month to the total nominations for gas for said wells
which have béen submitted for the subsequent ronth,

RULE _ 4: Allocation of Gas and Unit Size B

Allowzbles shall be assigned to a unit on a montkly ba31s, and the total
of thé allowables assigned to.the unit. on a. monthly basis within the proration
period snell be the allowable of the unit for the proration period. In setting
allowables, the Comrission ray take into consideration any and all facts. which
it may deem pertinent for the purpose of preventinz waste and protecting correlaw
tive rights of owners in each pocl,. Allcwgbles for each gas well producing from
a non-asscciated gas reservcir shall be fiked by the Commission by determining
a pool allowable production of ‘gas which shall be divided and allocated to each gas
well in a pool in the emount that tae acreage allocated to -s2id well bears to
the total acreage allocatéd to all wells in .cach pool, but due adjustment shall
be made by the Commissicn for deficient wells so that the total pool allowable
may be produced from both the deficient and nen-deficient wslls in the pool.
For the purpose of allocating acreage and assignment of allowables to gas wells,
the unit of proration for gas shall consist of such multipics of 40 acres as
the operator elects, and no unit shall counsist of less than 160 or more than
640 acres. The operator of a gas well or wells in a pool shall file with the
Commission for aprroval a plat showing the location and the acreage assignabie
to the well,
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Fach operator shall Y'ecmla.te the D”oductlon of gas fmmn gas wells so that
each u=ll in eack pool will produce during each calendar month approximately
its proportion of its allowable for said pool and that all over and under-
production will be kept reasonably in balance among the gas wells in each pool,
.n operator of a gas well may produce a well in excess of the monthly allowable
vilocated to it and a purchaser may purcihase saild gas, provided that no waste
is cccasioned thereby arnd no well shall be permitted to produce in excess of
twice the daily assigned allowable.

UL _é: Balancing Over and Underproduction

For the purpossz of computing and balancing overproduction and underproduc-
tion in a pool, the dates 7 A.M., March 1, and 7 A.i., September 1, are to be
known as proration periocds, A

UKD=RPRODUCTIOL!

(L) In the event there shall not be produned from any gas well in the
pool, during a proraticn period, as much gas as is allocated thereto under
orders of the Commission, the opnxator of any such well cshall be permitted to
carry such underproduction forward to the next succeeding proration period, as
future allewables credit, tc be produced during <that perioda :

(2) The amount of underpreduction to be carried forward into any new
proraticn period as allowed production during such new proration period, shall
consist of the actual underproduction that accrued in the preoration period '
irmediately prec:ding such new proration period, and the accumulative well
status, as to underproduction, will be adjusted on each proration date accord-

ingly -

(3) Underproduction as pertains to any well shall not be made up at a
rate in excess of twice the daily average rate requlred to produce the normal
current monthly allowable of the well.

(4) With respect to a producing well that has been accumulatively under=-
produced on each of two successive balancing dates, such well shall not be
assigned a monthly allowable greater than the maximum monthly production had .
from such well during the immediately precudlng proraticn period; provided,
howsver, that such limited allowable as is assigned such well hereunder may be
adjusted to a value not to exceed the allowahle accruing to such well under
the allocation formula, upon certification to the Commission from the operator
thereof that such well is preducing gas in excess of the limited allowable

assigned it.
CVERPRODUCTION

(1) Each operater of each gas well in the pool, may, subject to the
hereinafter prescribed ccrnditions, produce such well in excess of the monthly
allowable aliocated to such well, provided that no well shall in any one month
produce at a rate in excess of twice the daily average rate required to produce
the normal current monthly allowable of the wella - o

(2) 4ny well overproduced as of 'a balanc1ng date, and which well was also
over roduced on the ba¢a19Lng date imrediately preceding arnd remained over- _
procduced for the entire period between the two Balancing dates; shall be shut-in
until the overproduction, existent as of the later of such two balancing dates,
is made up; this unless exception is had as provided for in the next succeeding
paragraph hereof, - .
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(3) The operator of a well which, under the provisions of the immediately
preceding parzgraph, would be required to be shut-in may, if such operator is
of the opinicn that complete well shut-in will materially damage his well,
recvest a hearing before the Commission, which hearing will be held only after
due notice is given to all operators in the field, If, after consideration of
the evidence submitted at such hearing, the Commission finds that such well
shculd not be completely shut-in, the Commission may allow the overproduction
charged against it to be made up at a lesser rate than it would be made up if the
ucll were corpletely shut-in,

(4) Exvept where well shut-in is required in making up overproduction
(See Paragraphs (2) and (3) above), overproduction existent as of any balancing
date shall be made up cduring the proration period immediately following, and
nay be made up at any time during such periody 1i. e., a specified fractional
part of such overproduction need not be made up during each month of such
proration period, so long as all of such overproduction is made up during such
proration perioed.

Distrituted by:

N. H. OIL & GAS EICIIEERING COMIITTEE
April 20, 1953

tiobbs, liew Mexico
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DrFINITION OF A GAS NELL

[

A g5 well C”a_l mean: ot —

Timie,

R S e

o l Any'well proauc1ng natural gaa én*y fﬁam-a pool classnfled by the

Cman1051on as a gas pool,. and

.‘4\‘
.-

) 2 Any well 1n whlca tns gas o*l rat¢o exceeds One Hundrcd Thouc:nd

(100,000) ctbic feet to one barrel of 011 from a pool classili. d
by the Commission:as- an 011 poo¢.

ggg;xATIONs 4D _ALLGWADLES

3,

-

it

2

30

Durlng each regularly scheduled hearing as established under Ruls SOB-B for
- the montns of ‘February :gnd- August each person or'persons having market de-
.mends er 013351f1ea fas rools shall submit to the Commission nominatiors
in the ‘Fform of affidavits stating the columé of-gas whiscir.will be purchased
‘from éach cladsified gas pool fgr each month of the pro“atlcn perlod, April
L -through September 30 and for the perlod of Cctober.l through March 31 of
‘tha follow1ng ‘alendar year. .These nominstions will conform to theé actual
;. vojuné of gas 'which the:gas purchaser in good faith anticipates it will

.actually w1tnd:aw du;lng the months ‘of tHe succeedlng proratlon perlod.

After conside atlon of the above nomlnatlons, ‘the Ccmm1851on shall deterrine
(a) The lawful market demand for gas to be precuced from .each” cla551f1ed
gas pool during ths months of the succeeding proration period; ( and (b) The

- volume of gas that can'be produced from such classified gas pool without
. waste. The Commission shall then fix the monthly allowablss = of gas to be

produced~frém the peol at the lawful market demand or at the volume that
can be rroduced from such pool w1thout waste whichever is the gmaller
Grantity. -The ronthly pool allowables shall be :allocated among all wells
entitled to preduce gas therefrom s0 as to give. each well its fair share

of the gas to be produced from the pool so as ta protect cov*relatlfo rights,
provided that each well shall be restrictéd to the amount of gas that can
be produced from: it without' waste. Thé volumeSof gas..so allocated to each
well shall be regarded as the monthly allowables for such welle

For the purpose of computing and balan01ng overproductlon and underpro-
duction in a claseified gas pcol, the dates of 7 AM April 1 and 7 Ak~
Cctober 1 are to be known as proratlon periods,.

UNDIRPRODUCTICN

1.

2.

In the event there chall not be produced from any gas well in the pool,
during a balancing period, as much gas as is allocated thereto under
orders of the Commissicn, the operator of any such well shkall be permitted
to carry such underproduction forward to the noxt succeeding belanting
period, as future gllowable credit, to be prodaced during that perlod.

Tha amount of under“roductlon to be carrled forward into Qny new ba*anc1ng
period as allowed production during such new balarcing period, shall consist
cf the actusl underproduction that accrued in the baWan01ng_per;od immediae
tely prececing such new talancing peried, and the accumilative well status,
as to underrrocducticn, will be adjusted on each talancing date accordingly.



Page 2 Suggested Pules for Gas Proration

3. Underproduction as pertains to any well shall not be made up at a rate
in excess of three times the daily average rate required to produce the
normal current monthly allowable of the well.

4, With respect to a producing well that has been accumulatively under-
produced on each of two successive balancing dates, such well shall not
be assigned a monthly allowable greater than the maximum monthly
production had from such well during the immediately preceding balancing
period; provided, however, that such limited allowable as is assigned
such well hereunder may be adjusted to a value to exceed the allowable
accruing to such well under the allocation formula, upon certification to
tire Conrission from the operator thereof that such well is producing
gas in excess of the limited allowable assigned it.

QVERPRCDUCTICN

l. TVach operator of each gas well in the pool, may, subject to the herein-
after prescribed ccrnditions, preduce such well in excess of the monthly
allowatls allocated to such well, provided that no well shall in any one
month produce at a r ate in excess of three times the daily average rate
required to produce the normal current monthly allowable of the well.

2. Any well overproduced as of a balancing date, and which well was also over-
produced on the balancing date immediately preceding and remained overpro-
duced for the entire period between the two balancing dates, shall be
shut-in until the overproduction, existent as of the later date of such
two balanciag dates, is made up; this unless exception is had as provided
in the next succeeding paragraph hereof,

3. The operator of a well which, under the provisions of the immediately pre-
ceding paragraph, would be required to be shut-in may, if such operator
is of the opinion that complete well shut in will materially damage his
well, request a hearing before the Commission, which hearing will be held
only after due notice is given to all operators in the field, If, after
consideration of the evidence submitted at such hearing, the Commission
finds that such well should not be completely shut in, the Commission may
allow the overproduction charged against it to be made up §t a lesser rate
than it would be made up if the well were completely shut in,

L+ Except where well shut in is required in making up overproduction (see 2
and 3 above), overproduction existent as of any balancing date shall be
made up during the balancing period immediately following, and may be made
up at any time during such period; i.e., a specified fractional part of
such overrroduction need not be made up during each month of such balan-
cing period, so leng as all of such overproduction is made up during such
balancing period.

FILING OF REPCRTS

Each producer, purchaser, pipe line company, gasoline plant operator, or carbon
black operator producing or taking gas fram a well or wells in a classified gas pool
shall prepare and file monthly gas reports (Form C~111) with the Commission showing
the disposition and acquisition of -the total volume of gas withdrawn during the
monthly period.
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GAS PRORATION UNITS.

1. Before issuing a proration schedule for an allocated gas pool, the
Commission, after notice and hearing, shall fix the gas proration unit
for that pool.

2. Proration Units of 160 acres shall be established for all defined gas
poo_s in Eddy, Lea, Chaves and Roosevelt Counties, and devistion thzare-
frow ray be had only upon Cammission order, after notice and hearing.

iew Mexico Cil & Gas Eng. Comm.
Hobbs, New Mexico
April 20, 1953
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Chairmen, Cemeral Bules 3ub-Committee
502 V = J Tower
#idland, Texas

Dear 3ir:

#ith refereace to the two motions made by Humble il and Gefliming Company
befere the Cemersl Rulss Sub-Committes mesting at Hobhs, ¥ew dexiee, om
March 31, 1953, the followinmg commemts and opiniens are submitted:

1. Texas ‘asific iz of the opiniem that the motion for the
sub~committes to recommend 40 the idvisery Commities 2
rule on preratien is premajure. It is belisved that
further study is mecessary to deternine the specifio
needs for gas preoratiom,

2. Texas Pagific veted for the metion recommending a rule
be suggested which weuld define a gas well., 3uch a mile
eould classify a well as a gss well if it produses fream
a reservoir which centains both oll and gas and with a
gas/eil ratie im exsdss of 100,000 eubie feot per barrel.
Sush a well's allewable gould be assigned om & volumetrie
or some other equisable biais. “rovisioms in the rule
should be made to clase#ify s gas well that produces con-
densate snd is not assocfated with am o1l reservoir.

Sueh 8 well sheuld net be Judged on its gas/eil ratio
mt on a distillation test of its liguid if it produces
with & gae=liquid ratia of less tham 100,000 cubic feet
por- barrel,

TEX 3 #aQIFIC S0AL KD OIL COMsaNY
Feek Hardes, Jr. ‘

Uivision Fetroleum ngineer
"H/3g
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Mr, R. K. Spurrier
New Mexico 0il Conservation Commission
Santa Fe, New Mexico

Dear oir:

The next Statewide hearing has been set for HMay 19, 1953,
at which time the vommission will consider Case Ho. 521, which we
believe is tne Statewide Proration of Gas and likewise will consi-
der Case hNo. 532.

We have received sugzgestions from a number of operaters
and additional suggestions have been coming in daily. &lso a
number of advisory and subcommittees have been considering these
matters. It becomes apparent that considerable consideration has
to be given by the various operators, and it is our belief that
most operators will not be prepared for that statewide hearing
which, incidentally, conflicts with the Internaticnal Petroleum
wxposition set from the L4th to tne 23 of May. Insofar as cur
own company is concerned we would like to have additional time
to thoroughly go into these matters, and we would earnestly
recommend that these two cases be set for the June 16 hearings
so as to allow the additional time for consideration of these
important matters by all of the operators.

we, therefore, earnestly urge your continuing these
matters from the May hearings to the June hearings, and advise
all operators sufficiently before hand so that all can be properly
advised in the matter. We would appreciate hearing from you in
t-is regard.

Yofirs very truly,

GwS:cd George W, Selinger
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— TENTH FLOOR BASSETT TOWER

61 9 aso, g;xas
ADDRESS REPLY TO:

May 16, 1953 1006 MAIN STREET — ROOM 1901

HOUSTON 2, TEXAS

0il Conservation Commission

P. 0. Box 871
Santa Fe, New Mexico

In e Advisory Gomnittee to the O

Conservation domm!SS!Oﬂ W)l ﬁ@ QJ

concerning gas proration in Lea,
Eddy, Chaves, and Roosevelt Counties,
New Mexico.

Gentlemen:

The two subcommittees to the above mentioned advisory committee have
continued thelr work since our report at the last Regular Hearing of
the Commission on April 16, 1953,

The subcommittee investigating the need for revision of present gas-pool
designations has completed its work, and its report has been forwarded
to the Advisory Committee.

The subcommittee on general rules has drafted a set of recommendations
on gas proration rules., These have been printed and distributed to the
members of the subcommittee, who now have until May 26 in which to

submit thelr approval or corrections to the Chalrman of the subcommittee.
Unless indicated corrections require another meeting of the subcommittee,
the Chairman of the Advisory Committee is to be advised that the recom-
mendations as distributed are the final recommendations of the sub-
committee,

A meeting of the Advisory Committee will be called after final report

is made by the general rules subcommittee, at which time actlion will be
taken on the reports of both subcommittees. It is recommended that Case
521 be kept open and continued until final report of the Advisory Committee.

Respectfully submitted,

A. L. Hill

El Paso Natural Gas Company
Chairman, Gas Proration
Advisory Committee

ALH:W:pc
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May 16, 1953

011 Conservation Commission
P. 0. Box 871
Santa Fe, New Mexlco

In Re: Advisory Committee to the 01l
Conservation Commission on Case 521,
concerning gas proration in Lea,
Eddy, Chaves, and Roosevelt Counties,
New Mexico.

Gentlemen:

The two subcommittees to the above mentioned advisory committee have
continued their work since cur report at the last Regular Hearing of
the Commission on April 16, 1953,

The subcommittee 1nvestigating the need for revision of present gas-pool
designations has completed its work, and its report has been forwarded
to the Advisory Committee,

The subcommittee on general rules has drafted a set of recommendations
on gas proration rules. These have been printed and distributed to the
members of the subcommittee, who now have until May 26 in which to

submit their approval or corrections to the Chairman of the subcommittee,
Unless indicated corrections require another meeting of the subcommittee,
the Chairman of the Advisory Committee is to be advised that the recom-
mendations as distributed are the final recommendations of the sub-
committee,.

A meeting of the Advisory Committee will be called after final report

is made by the general rules subcommittee, at which time action will be
taken on the reports of both subcommittees. It is recommended that Case
521 be kept open and continued until final report of the Advisory Committee,

Respectfully submitted,

A. L. Hill1

El Paso Natural (as Company
Chairman, Gas Proration
Advisory Committee

ALHiW;:pc
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El Paso Natural Gas Company
Southern Union Gas Company
Continental 0il Company

Gulf 0il Corporation

Humble Cil and Refining Company
Shell Oil Company

Phillips Petroleum Company
Texas~Pacific Coal and Oil Company
Samedan 011 Corporation

Permian Basin Pipe Line Company

Gentlemen:

Attached, please find the final draft of rules adopted by the
General Rules Subcommittee of the Advisory Committee to the New Mexico
0il Conservation Commission on Case 521 and a letter of transmittal
to the Chairman of the Advisory Committee.

If there are no corrections to be made after your study of the
above draft and letter, it is requested that you submit your approval
in writing to the writer not later than ten days after receipt of the
draft and letter, so that the report may be formally submitted to the
Advisory Committee.

Yours very truly,

SAMEDAN OIL CORPORATION, Chairman
General Rules Subcommittee

BY: George E. Trimble



May 14, 1953

Mr, A. L. Hil1l1
El Paso Natural Gas Company, Chairman
idvisory Committee to the New Mexico 0il Conservation Commission on Case 521

100€ Main Street
Houston, Texas
Dear Sir:

Pursuant to your request the General Rules Subcommittee has completed
formulating a general set of rules for gas proration in Lea, Eddy, Roosevelt,
and Chaves Counties, New Mexico and this report is attached for disposition
by the Advisory Committee,

It is to be pointed out that these rules in no way are binding on the
member companies, but were adopted by a majority vote of the General Rules
Subcommittee, Also, it should be pointed out that these rules constitute
a minimum basis for initiating a proration program for the four county area.
It was the majority opinion of the General Rules Subcommittee that when gas
proration is effected in the four county area applicable rules on a field

by field basis should be formulated by hearing.

Yours very truly,
SAMEDAN OIL CORPORATION, Chairman
GENERAL RULES SUBCOMMITTEE

BY: /s/ George E. Trimble
George E, Trimble




GENERAL RULES FOR GAS PRORATICN
IN
LEA, EDDY, ROOSEVELT, AND CHAVES CCUNTIES, NEW MEXICO

A1l State-wide Gas Rules not modified by the General Rules Sub-Comrrittee
are appiicable to the Four-County-Area.

CEFINITION OF A GAS WELL
(Modified definition #24 of State-Wide Rules)

745 WELL shall mean a well producing gas or natural gas from a common source
oi gas supply from a gas pool determined by the Commission.

Vodified State-wide Rule 10/, (f)

(f) The Secretary of the Commission shall have authority to grant an excep-
tion to the requirements of {(a), (b), (c), and (d), (refer to Rule 104-0il Conser-
vation Commission), above without notice and hearing where application has been
filed in due form and

(1) The necessity for the unorthodox location is based on topo-
graphical conditions, or is occasioned by the recompletion of a
well previously drilled to another horizon, and
(2) a) The Ownership of all oil and Gas leases within a radius
of 650 [eet of the proposed location is common with the ownership
of the oil and gas leases under the proposed location, or

b) All owners of oil and gas leases within such radius consent
in writing to the proposed location.

Suggested addition to State-wide Rule #506

RULE 506 (e)

In a sas pool, as defined by the 0il Conservation Commission, each proration
unit containing an o0il well producing in excess of five barrels of crude oil per
day shall be permitted to produce an oil ailowable calculated by dividing the gas
allowable as assigned to a gas well on the same unit size as the oil well by the
gas-0il ratio of the oil well. The maximum allowable which may be assigned such
well shall be the top unit oil allowable as determined by Rule 505 unless, after
hearing, the Commission shall amend this rule as it applies to a particular pool

in order to prevent waste.
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fodified State-wide Rule 601

RULE 601 ALLCCATION OF GAS PRODUCTICK

(a) At such time as the Commission determines that allocation of gas produc-
tion is necessary to prevent waste or to protect correlative rights the Commissioi,
after notice and hearing, shall consider the nominations of purchasers from each
cas poel and other relevant data, and shall fix the allowable production of each
pool, and shall allocate production among the gas wells in the pool upon a
reascnable basis with due regard for correlative rights. Unless special pool
rules are adopted as providecd in (b) below, the general rules of this section
shall apply to each gas pcol alocated under these rules.

(b) After notice and hearing, the Commission, in order to protect
correlative rights, or prevent waste, or both, may promulgate special rules,
regulations or orders pertaining to any gas pool,

(c) The term "gas purchaser" as used herein, shall mean the M™taker" of gas
at the wellhead and it shall be the responsibility of said Mtakerit to submit
the nominations An Operator of the gas well who takes gas at the well Head and
uses such gas for his own operations either on leases or in a fuel system shall
submit the nomination forr.

Modified State-wide Rule 602

RULE 602 PRORATICH UNITS

For the purposes of gas ailocation in the absence of special pool rules a
standard proration unit shall consist of between 158 and 1562 contiguous surface
acres substantially in the form of a square which shall be a legal subdivision
(quarter section) of the U. S. Public Land Surveys. Any allocation unit contain-
ing 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.

Modified State-wide Rule 603

RULE 6C3 - ALLCCATION

(a) At least 30 dars prior to the beginning of each gas prorati on period the
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Commission shall hold a hearing after due notice has been issued. The Commission
shall cause to be submitted by the purchasers of gas their nominations of the
amount of zas which each in good faith actually desires to purchase within the
ensuing proration period by months from each gas pool from which he purchases gzc.
The Commission shall corsider nominations of purchasers,-actual preduction, and
such other factors as may be deemed applicable in determining the amount of gas
that may be produced without waste within the ensuing proration period.

(v) The Commission shall cause to be submitted each month supplemental
nominations from purchasers of gas in like marner as the nominations described
above setting oul changes, if any, which should be made due to fluctuations of
market demand. The Commission shall hold a public hearing between the 15th and
20th days of each month to determine the reasonable 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.,

The Commission shall include in the proration schedule all wells producing from
any reservoir appearing on the proration schedule. The total allowable to be
allocated to the wells in the pool shall be determined by the Commission in the
following manner:

The total allowable for the current month shall be equal to the total market demar
for the current month plus the total market demand fer the preceding month less
the net field status at the end of the second preceding month.

(c) 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 amount that the acreage contained in each unit bears to the total acreage
allotted to such non-marginal units; provided that for this purpose standard units
as defined in Rule 602 above shall be deemed to contain 160 acres. For the purpos
of assignment of allowables to gas wells, the unit of proration shall consist of
no less than 160 acres nor more than 640 acres. liore than one proration unit may
be assigned to a gas well and the allowables assigned said well may be increased
proportionately provided that:

(1) All acreage in such units may reasonably be presumed to be productive

of gas; and
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(2) the rultiple unit so formed shall not have an over-all length or width
exceeding 5280 feet; and

(2) the well to which such additional units are assigned shall be located
not closer to any boundary of such pooled units than the distance representced by
2575 of tiue length of the longer of the two boundaries of said pooled unit which
cre adjacent to said first mentioned boundary. Provided further, that where three
proration units are pooled the well shall not be located more than 1320 feet from
the nearest boundary of any unit so pooled.

Modified State-wide Rule 604

RULE 604 BALAMCING OF PRCTUCTION
{a) Underproduction

The dates 7:00 A.M. March 1, and 7:C0 A.M. Sertember 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 unpro-
duced 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 succeedirg proraii on period shall be cancelled. If, at the
end of the first succeeding proration period a greater amount of allowable 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 periecd.

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

{(b) 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 overproduc-

tion shall be made up within the first succeeding prorati on period. If at the
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still
end of the first succeeding proration period the well is/overproduced it shall be

shut in and its current monthly allowable charged against said overproduction
until the well is in balance, If, at any time a well is overproduced as amount
equalling six times its current monthly allowable, it shall be shut in untii it is
in balance,

The Cormission may allow overproducticn to be made up at a lesser rate than
would e the case if the well were completely shut in upon a showing at public
hearing after due notice that complete shut in of the well would result in

material damage to the well,

lodified State-wide Rule #605

RULE 605 GRANTING OF ALLOWABLES

(a) No gas well snhall be given an allowable until Form C-104 has been filed
together with a plat showing (1) acreage attributed to said well and (2) the
locations of all wells on the lease and the immediately surrounding leases
producing from the same reservoir and (3) the lease ownership of said leases.

(b) Allowables to newly completed gas wells shall cormence on the date of
completion or the date of filing of Form C-~104 and plat described above,
whichever date is later.

Sugcested Rule #606

RULE 606 REPORTING OF PRODUCTION

The production from each gas well shall be metered separately and the gas
production therefrom shall be submitted to the Commission so as to reach the
Commission on or before the twenty-Tfifth day of the month next succeeding the

month on which the gas was produced.

Distributed by:
No.iMs Oil and Gas Engineering Committee
Hobbs, New Mexico
5-14-53



May 15, 1953

AN ‘)‘0“‘
RUATION CUR
TO: mtéﬁﬂi:{ NVWf AP

El Paso Natural Gas Company

Southern Union Gas Company “;, MAY 20 \953 x‘
Centinertal O3l Company g Nel
Gulf 0il Ccrvoration oo o

Humble 0Oil and Refining Company

Snell 011 Company

Phiilips Petroleum Company

Texas-rfacific Coal and Cil Company

Semedan Cil Corporation

Permian Basin Fipe Line Company
Gentlemen:

The attached corrected copy of General Rules for Gas

Proration in lea, Eddy, Roosevelt, and Chaves Counties,
llew Mexico, should be substituted for Page 3 of the original
report, mailed liay 14, 1953, to correct an omission occurring
in the last sentence of Paragraph (b). The phrase 'total
allowable for the preceding month was omitted in the incerrect
sentence. The incorrect sentence reads as follows:
The total allowable for the current month shall be equal to the
total market demand for the current month plus the total market
demanr< for the preceding month less the net field status at the
end of the second preceding month.

Yours very truly,

SAMEDAN CI1. CCRTCFATION, Chairman
General Rules Subcommittee

BY: George E. Trimble

Distributed by:
MNelie 011 and Gas Engineering Committee
Hobts, iWew Mexico

5"18"53 °
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Commission shall hold a hearing after due notice has been issued, The Commission
521l cause to be submitted by the purchasers of gas their nominations of the amount
of gas which each in good faith actually desires to purchase within tﬁe ensuing
proration period by months from each gas pool from which he purchases gas. 1Ih2
Cormission shall consider nominations of purchasers, actual production, aznd such
c*t..2r factors as may be deemed applicable in determining the amount of gas that

mey be produced without waste within the ensuing proration period.

(v) The Commission shall cause to be submitted each meonth supplemental nomina-
tions from purchasers of gas in like manner as the nominations described sbove sett-
ing out changes, if any, which should be made due to fluctuations of market demand.
The Commission shall hold a public hearing between the 15th and 20th days of each
month to determine the reasonable 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. The Commission shall include
in the proration schedule all wells producing from any reservoir appearing on the
proration schedule. The total allowable to be allocated to the wells in the pool

shall be destermined by the Commission in the following manner,

The total allowable for the cﬁrrent month shall be equal to the tetal market demand
for the current month plus the total market demand for the preceding month less

the total allowable for the preceding month less the net field status at the end of
the second preceding month.

{¢) The allocation to a pool remasining after subtracting the capacities of
marginal units shall be divided and allocated ratably among the non-marginal units
in the amount that the acreage contained in each unit bears to the total acreage
allotted to such non-marginal units; provided that for this purpose standard units
as defined in Rule 602 above shall be deemed to contain 160 acres, For the purpose
of assignment of allowables to gas wells, the unit of proration shall consist of
no less than 160 acres normore that 640 acres. More than one proration unit may
be assigned to a gas well and the allowables assigned said well may be increased
proportionately provided that:

(1) All acreage in such units may reasonably be presumed to be productive

of rpas: and



MINUTES COF THE GENERAL RULES SUB-COMMITTEE
CN GAS PRORATIONM SANTA re CIRISHIrN
FOR LEA, EDDY, ROOSEVELT, AND CHAVES COUNTIES, NEW 1\@1@9 m e ",';‘_
MAY 12, 1953 ' !
The meeting was called to order at 9:00 A.M. (MST). The A ihg;ﬁeg;ggﬁﬁyu L::[;}
called a roll and read the minutes of the April 30, 1953 meeting with a correction
neted as follows:
Paragraph (k), Page 5, which commences with the sentence "The provisions of
(h), (i), and (j) above shall apply only to wells completed after the effective
date of this rule, etc..." should be‘deleted from the record,
The attendance record of those present is attached.
A letter submitted by Wilshire 0il Corporation was read by the Chairman. This
letter was attached to the April 30, 1953 Minutes.
A Draft of Proposed Rules as prepared by Confinental 0il Company was distri-
buted to the members present.
Discussion of the Sub-Committee commenced with Rule 506 of the 0il Conservation
Commission,
A Motion made by Humble Cil and Refining Company follows:
Rule 506 (e)
— Im a gas pool, as defined by the 0il Conservation Commission, each proration
unit containing an oil weil producing in excess of five barrels of crude oil per
day shall be permitted to produce an oil allowable calculated by dividing the gas
allowable as assigned to a gas well on the same unit size as the oil well by the
gas~oil ratio of the oil well., The maximum allowable which may be assigned such
well shall be the top unit oil allowable as determined by Rule 505 unless, after
hearing, the Commission shall amend this rule as it applies to a particular pool
in order to prevent waste.
An amendment to the above motion was presented by Phillips Petroleum Company,
to be added to the main motion as made by Humble. The words to be added to read

as follows:

"orovided that the gas produced from the well is saved and marketed."
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The Phillips amendaent was not carried by the following vote:

£l Paso Natural Gas Company May
Southern Union Gas Company Abstain
Continental 0Ojl Company Aye
Gulf 0il Corporation Kay
Humble (il & Refining Company Nay
Sheil Oil Company Nay
Phillips Petroleum Company Aye
Texas-Pecific Coal & OI Company Nay
Samedan (il Corporation Abstain
Permian Basin Fipe Line Company Are

The vote on the main motion without the amendment was as follows:

El Paso Matural Gas Company Aye
Southern Union Gas Company Aye
Scrtinental 0il Ccmpany Nay
Guif (il Corporation Aye
Humble 0il & Refining Company Ave
Srell Cil Company Hay
Phillips Petroleum Company Lre
Texas-Pacific Coal & Gil Company &ye
Saredan Cil Corporation Aye
Permian Easin Fipe Line Company Aye

The Continental 041 Company discussed their proposed rules as submitted at
this meeting. Each member of the General Kules Sub-Committee then.submitted their
comments and opinions concerning the above proposed‘rules.‘

A motion was made by Humble Oil and Refining Company to adopt Continental 0il
Company?'s Proposed Rules ¢01, 602, 603, 604, 605, and 605, except that in 601 (a)
the words reading as follows to be deleted: ™At such time as the Commission
determines that allocation of gas production is necessary to prevent waste or to
protect correlative rights", and in 601 (b) add Phillips® Proposed Rule #& which

reads as follows:

8. Total Allowable - The total allowable to be allocated to the wells in the
pocl shall be determined by the Commission in the following manner:

The total allowable for the current month shall be equal to the total market
demand fer the current month plus the total market demand for the preceding month
less the net field status at the end of the second preceding month.

In Rule 603 {c) of Continental Oil Companyts Proposed Rules the following
sentence to be added after the 160-Acres in the sixth line of Paragraph (c): "For

the purpose of assignment of allowables to gas wells; the Unit of Proration shall

consist of no less than 160-Acres nor more than 640 Acres and that Paragraph 603 (c)
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No. 3 be deleted. Pertaining to Continentals? Proﬁ%sed Rule 604 the word "shall'™
in the phrase ™it shall be classified" :change to ™may" to read "it may be classifiec
Permian Basin Pipe Line Company seconded the motion.

Phillips Peﬁroleum Company made an amendment to the main motion that Paragrap:.
Nos 9 as ﬁroposéd by Phillips with réference to Over and Under Production be sub-
stituted for the Rule 604 Sec. (a) and Sec. (b) as proposed by Continental.

Permian Basin Pipe Line Company seconded the motio

Gulf Oil Corporation added a third amendment to the'original motion to the
effect that a Section (c) be added to Rule 601 as proposed by Continental to read
as follows:

"The term "gas purchasers', as used herein, shall mean the "taker" of gas
at the well-head and it shall be the responsibility of said "taker" to submit the
nomination. An operator of the gas well who takes gas at the well-head and uses‘
such gas fbr his own operations either on leases or in a fuel system shall submit
the nomination form and that the last sentence undgr Rule 601 (c¢) starting with
"more than one proration unit.....'' be deleted and that Part #2 of Section Mc" be
deleted. Samedan 0Oil Cofporation seconded the motion.

The meeting was adjourned for lunch.

The meeting was called to order at 1:15 P.M.

The original moiion as made by Humble was withdrawn by the "maker' and with
the consent of the f'second® a new motion was made éy Humble that the motion pre-
viously withdréwn be'considered with the amendments, however, in voting on the
motion and the three amendments that the Rules as proposed by Continental 0il
Company with amendments be voted upon section-by~section for clarification.

With reference to Rule 601 (a) as proposed by Continental the motion to adopt
this rule with the deletion of the words At such time as the Commission determines
that allocétion of gas production is necessary to prevent waste or to protect
correlative rights" was discussed. The motion was not carried by the following vots

El Paso Natural Gas Company g Nay
Southern Union Gas Company Nay



Page l&o

. Continental Cil Company Ave
Gulf (il Corporation - Nay
hmmk~ulchRwﬁmmngmmw Aye
Shell 0il Cempany , Aye
Phillips Pzlruleuw Company ' Aye
Texas-tacific Cnal 2% 0il Company Nay
Samcdzn (1l Coryporation Aye
Ferumian Rasin Pire Line Company Nay

The Fule 601 (a) as proposed and written by Continental was adopted by the following

vote:
EL Faso Matural Gas Ccmpany Aye
Southern Union Gas Company Aye
Continental 0il Ccmpany : Aye
Gnulf ¢il Corporaticn Lye
Humble Oil and Refining Company Nay
Sheil Cil Cempany Nay
Phillips Fetroleum Company Nay
Texas~Pacific Coal & 0il Company Aye
Samedan Cil Corporation , Nay
Permian Basin Pipe Line Company Aye

Rule 601 (b) as proposed and written by Continental was adopted by unanimous vote.

The amendment made by Gulf to include a Section (c¢) under Rule 601 to read as
follows: ™The term ‘'gas purchaser as used herein, shall mean the Wtaker™ of gas at
the wellhead and it shall be the resgonsibility of said "taker' to subnit’ the nomi-
nation. An Operator of the gas well who takes gas at the wellhead and user such gas

for his own operations either on leases or in a fuel system shall submit-the nomina-
tion form.!' was carried by the following vote:

El Paso Natural Gas Company Aye
Southern Union Gas Company Aye
Continental Cil Company Abstain
Gulf 0il Corporation Aye
Humble 0il and Refining Company Aye
Shell 0il Company Aye
Phillips Petroleum Company Aye
Texas-Pacific Coal & Qil Company Abstain
Samedan 0il Corporation Aye
Permian Basin Pipe Line Company Aye

Rule 602 as proposed and written by Continental was adopted by unanimous vote.
Rule 603 (a) as proposed and written by Continental was adopted by unénimoﬁé ;oié.
Rule 603 (b) as proposed by Continental and as amended to include Phillips' Rule #8
entitled "Total Allowable™ to be added at the end of the section were voted upon and
passed; carried by the following vote:

1. The amendment to add Phillips® Rule #8 (Total Allowable) was carried ﬁnan—
imously. - |

2. The amended motion was carried by nine ayes and one abstain by Southern

Union Gas Company.
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The Gulf 0il Corporation withdrew their original amendmént with reference to
le 603 (c) and stated that they would agree with the Rule 663'(0) proposed by
Sontinental provided that the addition of the sentence proposed by Humble to de
inserted following the words "léO—Acrés",(éixth line of Section (¢)e The Hulie
waloion reads as follows: | |

For the purnpose of assignment of allowables to gas wells, the unit of

proraticn shall consist of no less then 150 Acres nor more than 440 Acres.
Tumble agreed to withdraw their amended motion with reference to the deletion of
Part 3 of Secfion (c)e

To avoid any confusion in tle adoption of Rule 603 (c) the following is a
clarificaticn of the proposed Rule:

(c) The allocation to a pecol remaining after subtracting the capacities
of marginal units shall be divided and allocated ratably among the non-marginal
units in the amount that the acreage contained in each unit bears to the total
acreage allotted te such non-marginal units; provided that for this purpose standard
units as defined in Rule €602 above shall be deemed to contain 160 acres. For the »
purpoée of éséignment of allowables to gas wells, the unit of proration shall
consist of no less than 150 acres nor more than 540 acres. More than one prorétion
unit may be assigned to a gus well and the allcwables assigned said well may be
increased proportionately provided that:

(1) All acreage in such units may reasonably be presumed to be productive
of gas; and

(2) the multiple unit so formed shall not have an over-all length or width
exceeding 5280 feet; and

(3) the well to which such additional units are assigned shall be located not
closer to any boundary of such rooled units than the distance fepresented by 25/ of
the length of the longer of the two boundaries ol said pooled unit which are adjacent
to said first mentioned boundary. Proviced further that where three proraticn units
are pooled the well shall not be located more than 1320 feet from the nearect

boundary of any unit so pooled.
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The vote on the adoption of the above Rule was as follows:

El Paso MNatural Gas Company Yes
Southern Union Gas Company No
Ccntinenval Cil Company Yes
Gulf 0il Corporation Yes
Humble 0il and Refining Company Yes .
Shell 0Oil Company No
Phillips Petroleum Company Yes
Texas-Facific Coal & 0il Company Yes
Samedan Oil Corporation Yes
Permian Basin Pipe Line Company Yes

With reference to Rule 604 as prOpdsed by Continental the amendment to substi~
tute Rule #9 of the Suggested Fhillips® Rules for Sections (a) and (b) as written

by Continental was nct carried by the follewing vote:

El Paso Natural Gas Company Nay
Southern Union Gas Company Lre
Cortinental 0il Company Abstain
Gulf 01l Corporation Nay
Humble Cil and R fining Company Nay
Shell 01l Company _ Nay
Phillips Petroleum Company kye
Texas~-Pacific Coal and 0il Company  Abstain
Samedan 0Oil Corporation Aye
Permian Easin Pipe Line Company Aye

A motion was made by Humble to adopt Rule £04 as proposed by Continental as
written with the exception that the word ‘may™" be substituted for the word M"shall®
in the last sentence of Section (a). The motion was carried by a vote of nine
ayes and one abstain vy Permian Basin Pipe Line Company.

Rule 605 as proposed by Continental was adopted as written by the following

vote:
El Paso Natural Gas Company Abstain
Southern Urion Gas Company Abstain
Continental 0il Company hye
Culf Cii Corporation Aye
Humble Uil and Refining Cormpany Aye
Shell 0il Company Are
Phillips Petroleum Company Aye
Texas~Pacific Coal & 0il Company Aye
Saredan (il Corporation Aye
Permian Zasin Pipe Line Company Abstain

With reference to Rule 606 as proposed by Continental, the Gulf Oil Corporation
amended the main motion »v inserting the words ‘'submitted to* in place of !reported

each month toit in the second sentence of the above rule and inserting the words
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"'so as to reach the Commission on or before the 25th day of the month next succeecd-
ing the month in which the gas is produced.® These words to be inserted alter tre
word FCommission' as appearing in the second sentence of the above rule. The

armendment and amended motion with reference to Rule 606 was carried unanimously,

This completes the unfinished business of adopting a general set of rules
for Gas Proration in the Feur-County-Area. Southern Union Gas Conpany made a
moticn which was s=conded and stated to delete any adoption of State-lide Rules
as written from final report of the General Rules Sub-Cormittee. The motion was
car:ied by nine ayes and one nay cast by Humble 0il and Refining Company.

A rotion was made by iliumble 0il and Refiring Compeny stating that the Sub-
Committee write the Rules adopted and submit to the Advisory Committee and disselve
the General rules Sub-Committee.

An amendment was made by Samedan 0il Corporation which stated that in writing
the final rules a reccmmendation should be made that the Sub-Committee recommend
to the Advisory Committee that the rules be submitted at the May 19th Commission

Hearing in Santa Fe, Hew Mexico. This amendment was not carried by the following

vote:
El Paso Natural Gas Company No
Southern Union Gas Company No
Continental Cil Company Absent
Gulf Gil Corporation No
Humble 0il and Refining Company Absent
Shell 0il Company No
Phillips Petroleum Company Yes
Texas-Pacific Coal & 0Oil Company No
Samedan Cil Corporation Yes
Permian Basin Fipe Line Company Ho

An amendment was made by Permian Basin Pipe Lire Comparny that the Rules
Sub-Committee prepare a report of the final rules-submit the same to each member of
the sub-committee-allow a 1C day waiting pericd for divergent views or acquiescence

by the members of the sub-committee and thereby allow each member to study the

final rules in toto.
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The amendment was carried by the following vote:

El Paso latural Gas Company Yes
Southern Union Gas Company Yes
Continental 0il Company Absent
Gulf 0il Corporation Yes
Humble O0il and Refining Company Apsent
Shell Cil Company No
Phillips Petroleum Company No
Texas-Pacific Coal and 0il Company Yes
Samedan Cil Corporation No
Permian Basin Pipe Line Company Yes

The amended main motion was carried uranimously.

The meeting was adjourred.

Se J, Stanley
Acting Secretary

Distributed by:
NelMe 0il & Gas Engineering Committee
Hobbs, New Mexico

5-14-53.
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ATTENDANCE RECORD

COMPANY

Samedan 0il Corporation

0il Conservation Commission
Magnolia Petroleum Company
17" i 114

U. Se Geological Survey
Samedan Oil Corporation

1" 7°® %

Amerada Petroleum Corporation
Skelly 0il Company
Stanolind Cil & Gas Company
Shell 0il Company

Shell 0il Company

Texas-Pacific Coal & 0il Cempany
N. Me 0il & Gas Engineering Comm.

Gulf 0il Corporation

i it it

Phillips Petroleum Company
" Y "

" i 1

7" §¥ 14
Permian Basin Pipeline Co.
" i 11 7"

Southern Union Gas Company

" \ " "

El Paso Natural Gas Company
1 " 17 " "

Humble Oil & Refining Company
17" " 141 ”

1" " "W "
Atlantic Refining Company

1 §i 7"

Ne Mo 0il Conservation Comm.
Continental 0il Company

N. M. 0il Conservation Comm.
Tidewater Associated 0il Co.
1" @ 11 14
Humble Oil & Refining Company
The Ohio Oil Company

Humble 0il & Refining Company

CITY

Midlard, Texas
Hobbs, New Mexico
Eunice, New lMexico
" 14

Hobbs, New Mexico
Midland, Texas
Hobbs, New exico
Monument, New lexico
Hobbs, New iexico
Hobbs, New Mexico
Hobbs, New Mexico
Midland, Texas
Midland, Texas
Hobbs, New Mexico
Hobbs, New Mexico
Fort Worth, Texas
Hobbs, New Mexico
Amarillo, Texas

1t "

Bartlesville, Oklahoma

Cmaha, Nebraska

n At}
Dallas, Texas
1" "

Houston, Texas

1t 11
Houston, Texas
Midland, Texas
Hobbs, New Mexico
Midland, Texas

" "

Santa Fe, New Mexico
Fort VWorth, Texas
Santa Fe, New Mexico
Midland, Texas

" 114

Roswell, New Mexdico
Midland, Texas
Houston, Texas



CONTINENTAL OIL COMPANY

RULE 601 ALLOCATICN CF GAS PRODUCTION

(a) At such time as the éoﬁmiséioh determines that allccation of gas
production is necessary to prevent wééte’br~to pretect édrrelative rights:
the Commission, after notice and Heériﬁg, shall consider the ncminations of
pnrchaéers frem ezch ga§_pgql‘;hd other relevant data, and shall fix the
allowablé production of_each_péql, and.shall allocate producticn among the
gas weils in the pool upon a reasonzble basis with due régéfdvfor correlative
rights. Unless special pocl ruleélare adopted as provided in (b) below, the
general rules of this sectlon shall apply to each gas pooi'allocated under
these rules. o

(b) After notice and hearing, the Commissicn, in order to protect
cofrelative rights, cr prevent wéste, or both, may promulgate special

rules, regulations or orders pertaining to any gas pool.

PEQPCSED RULE 502 PRCRATICN UNITS

For the purposes of gaévallocation in the absence df special pool rules
>a standard proration unit shail'éonsist of between 158 ahd 162 contiguous
surface acres substantially in the form of a square which‘shall be a legal
subdivision (quarter section) of the U. S. Public Land Surﬁeys. Any alloca-
tion unit containing less fhan 158 acres or more than 162 acres shall be a
ncﬁ-standard'unit andvits allowable shall be decreased or increased to that
proportion of the standard unit ailowable that the number of acres contained
therein bears to 160 acres.

PROPCSED RULE 603  ALLCCATION

(a) At least 30 days prior to the beginning‘of each gas proration
period the Commission shall hold a hearing after dﬁé notice has been issued.
The Cormmission shall ca&ée to be submitted by the pﬁrchasers of gas their
hominations of the gmoﬁnt of:gas which each in good faith actually desires
io burchase within the ensuing preretion period_by ménths from each gas pool

rom which he purchases gas. The Commission shall consider rnominations of
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rurchasers, actual production, and such other factors as may be deemed
applicable in determining the amount of gas that may be produced without
waste within tﬁe ensuing proration period.

(b) The Commission shall cause to be submitted each month supplemental
ncminations from purchasers of gas in like manner as_the nominations described
above setting out changés; ii any, which should bé made'due to fluctuations
of market demand. The Commission shall hold a public hearing between the
15th and 2Ctn da;s ¢f each month tc determine the reascnable market demand
for gas for the ensuing préf;gion month and shall issue a proratinn schedule
setiihg out the amount of gas which each well may produce during the ensuing
‘proratioﬂ rmonth. Tre Commission shall include invthe rroration schedule

all wells producing from any reservoir appearing on the proration schedule.

(¢) The allccaticn to a pocl remaining after sublracting the capacities

’

of marginal units shall be divided and allocated~fétably among the non-marginal
units in the éﬁount thet the écfeage contained in each uhit bears to the
total acreagé sllotted to such non-margiral units; provided ﬁhat for this
purpose stand;fd units as defined in Rﬁle €02 above sﬁall be‘deemed to
contain 140 acres. lore than'oné proration unit may be assigned to-a gas
~well and the ;llowableSwassigned said‘well may be increased proportionately
provided that: |

(1) "Ald acrezge in sucn units may reasonably be preéumed to be
productive of gas; and

(2) thé multiple unit so formed shall not have an over-all length
or width exceeding 5280 feet; and |

(3) the well to which such additional units are assigﬁed shall_be
loccated not closer to any boundary of such pooled units than the distance
represented by 25/ of the length of the longer of the two boundaries of
sald pooled unit which are adjaceﬁt to said first mentioned boundary.

Provided further that where three proration units are pooled the well shall

not be located more than 1320 feet from the nearest boundary of any unit sb

pooled.



FROPOSED RULE 604 BALANCING OF PRODUCTION

(a) Underproduction
The dates 7:00 A.M. ¥Merch 1, and 7:00 A.M, September 1, Shail be

knowr. as balancing‘dates'and the periods of time bounded by these dates
shall be known as gas proration periods. The émount‘of-currenﬁ éas allowable
remaining unproduced at the end of each proration period shall be carried
foerward to and may be produced during the next succeeding proration pericd
in addition to the normal gas allowable for such succeeding period,>but
whatever amount thereof is net made up within the first succeeding proration
period shall be canceiled. If, at the end of the first succeeding proration
period a greater amount oI allowable 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
inability of the well to procduce its allowszble, it shall be classified as
a marginal well and its allowable reduced to the well?s ability to produce.

(b) 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 pericd reduced by the amount of such overproduction and
such overproduction shall be made up within the first succeeding proration
period. I{ at the end of the first succeeding proration period the well is
still overproduced it shall be shut 1n and its current monthly allowable
charged against said cverproduction until the well is in balance. If, at
any time a well is overrroduced as amount eqialling 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 a showing
at public hearing after due notice that ccmplete shut in of thé well would
result in material damage to the well,

(c) ¥o gas well shall be produced at a daily rate which would consti-
tute waste.

RULE 505 CRaNTING CF ALLCWABLES

(a) No gas well shall “e given an allowable until Form C-104 has been
filed tcgether with a.plat shew'ng (1) acreage attributed to said well and
(2) the locations of all wells on the lease and the irmediately surrounding
leases producing frcx the same reservoir and (3) the iease ownership of
said leases.

(b) Allowables to newly completed gas wells shall commence on the date
of completion or the date of filing of Form C-104 and plat described above,
whiéhever date is later.

SULE 404  REPCRIIIG CF PRODUCTION

The production from each gas well shall be metered separately and the
gas production therefrom shall be reported each month to the Commission on
forms furnished by the Commission. The operator shall show on such form
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 dispositicn has been made of the gas.



GENERAL OFFICES

120 BROADWAY, NEW YORK

AMERADA PETROLEUM CO THe
BEACON BUILDING A FL, W MEND.

PR

P. O. BOX 2040

TULSA 2, OELA.

Dear 8ir:

It is the opinion of the Amsrada Petroleum Gorporation that the proration of
natural gas in the State of New Mexico and more particularly in the ares of
Lea, Bddy, Chaves and Roosevelt Counties is necessary for the prevention of
physical waste and the protection of correlative rights.

Under this preaise we have reviewsd the recommendations of your subcommittees,
working under the direction of the Advisory Committee appointed by the Com-

mission, and ooncur in their recommendations with the following exceptions,
to wits

1. An amendment to Rule 506 providing for prorating an oil well
completed in a gas reservoir is not nscessary. The present
rules provide a method of taking care of such & contingency.

2. Provision should be made to permit a tolerance in the sise
and shape of unita, particularly in those areas already
developed or where present oil wells can be dually completed

for gas. We suggest that proposed Rule 602 be revised as
follows:

After Fublic Land Surveys insert:

“Provided, however, that a gae proration unit other than
a legal quarter section may be formed after notice and
Y hearing by the Commission, or after the Commission has
*" 7« been furnished waivers from all offsetting operators, if
. i } ¢ ¥ such units comply with the following conditione:
f 4L

(1) 211 lands therein lie within the same section;
(2) All acreage is contiguous and does not contain

more than four lesgal quarter—quarter sections
and/or lots.
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OIL. CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

May 20, 1953
Mr. Glenn Staley
Box 127 u
Hobbs |
Dear Mr. Staley: < KRRy OCC Case 521 L

DR S g
I believe your committes acted as distridutor fer the
ninutes nemtioned in the attashed letter from Br. Pen-
nington. I will greatly appreciate it if you will hawe
the requested copies sead 1o him.

Sincerely,

Rvis 4. Y
EAUwmnr

co: Ilfr. Fred Pennington
Magnolia Pipe Line Co.
Dallas 1 - Texas



¥r. A. L. H111 -2- May 27, 1953

Where these general rules would result in a eonflict with the present oper-
ating practices, hesarings should be held to adopt specisl field rules,

With refersnge Lo the report of ths Subcommittes on dafinition of pools, we
are not in agreement with the statement that all the shallow gas wells in
Townships 2k and 25 are producing from the Queen Sand. We presume this ean
be satisfactorily resolved when the various pools come up for hearing.

We would appreciate your consideration in the above matters when you make
your report to the Commission.

Yours very truly,
AMERADA PETROLEUM CORPORATION

By G

BSCsvd

ee: MNr. R. R, Spurrier, Secretary /
New Nexico 011 Conservation Commission
P. 0. Bex 871
Banta Fe, New Mexico
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MIDLAND, TEXAS
502 V. & J. TOWER

May 21, 1953

TO:
El Paso Natural Gas Company
Southern Union Gas Company
Continental 01l Company
Gulf 0il Corporation
Humble 0il and Refining Company
Shell 0il Company
Phillips Petroleum Company
Texas-Pacific Coal and 0il Company
Samedan 01l Corporation
Permian Basin Pipe Line Company

Gentlemen:

There will be a meeting of the General Rules Sub-
Committee of the Advisory Committee to the New Mexico 0il
Conservation Commission on Case 521 regarding ges proration on
June 2, 1953 at 9:00 AM (MST) in the office of the New Mexico
01l and Gas Engineering Committee in Hobbs, New Mexico.

This meeting is called for the purpose of completing
any unfinished business so that we can submit the rules which
have been adopted by this committee to the Advisory Committee.

Very truly yours,

SAMEDAN OIL CCORPORATION, Chairmen
General Rules Subcommittee

By<2j L,Zi C;Z£&;7u4L4ZLJ

Geqfge E. Trimble

]‘\] \
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OIL CONSFRVATION COMMISSIOR
SANTA Fi, Npw MEXNSO.

ﬁ:?rrj{“{}[r ﬂﬂJl(’FS
U JUN1 - 1953 \

b

May 21, 1953
u‘—-—*-.a-._..u u L‘:l

TC: E1 Paso Natural Gas Company
Southern Union Gas Company
Continental 0il Company
Gulf 0il Corporation
Humble Oil and Refining Company
Shell 0il Company
Phillips Petroleum Company
Texas-Pacific Coal and 0il Company
Samedan 0il Corporaticn
Permian Basin Pipe Line Company

Gentlemen:

There will be a meeting of the General Rules Sub-Committee
of the Advisom tstee to the New Mexico 0il Conservation
Commission § regarding gas proration on June 2, 1953
at 9:00 A. M.(YP in the office of the New Mexico 0Oll and Gas
Engineering Committee in Hobbs, New Mexico.

This meeting is called for the purpose of completing any
unfinished business so that we can submit the rules which have
been adopted by this Committee to the Advisory Committee.

Very truly yours,

SAMEDAN OIL CORPORATION, Chairman
General Rules Sub-Committee

BY: /s/ George E. Trimble

g%sﬁflsgfegngyéas Engineering Committee
Hobbs, New Mexico

5-26-53.



June 12, 1953

New Mexico 01l Conservation Commission
P. 0. Box 871
Santa Fe, New Mexico

Re: Advisory Committee to the 01l
Conservation Commission on Case 521,
concerning gas proration in Lea, Eddy,
Chaves and Roosevelt Counties, New
Mexico.

Gentlemen:

The subcommittee on general rules met on
June 2, 1953, at Hobbs, New Mexico, at which time final
rules were proposed for presentation to the Advisory
Committee. As you were advised in our report at the last
regular hearing of the Commission, the subcommittee investigat-
ing the need for revislion of present gas pool designations
has completed its work. The final report of both subcommittees
will be considered by the Advisory Committee at a meeting to
be called in the near future.

It is believed that the final report of the
Advisory Committee can be submitted to the 01l Conservation
Commission at their regular meeting in July.

Respectfully sghmit;ed,

D e Ay
o AP

A. L. Hill

El Paso Natural Gas Company,
Chairman, Gas Proration -
Advisory Committee

ALHiwWsc

< ~
- 42457 F—



61 Qaso QYasz cgas @omﬁany (../l i

TENTH FLOOR BASSETT TOWER
ADDRESS REPLY TO:

6[ Qaso, gexas
1006 MAIN STREET — ROOM 1901

June 12, 1953 Gt prmer w*_*fi PI?”!?«TE?S

f‘# JUNl
New Mexico 0Oil Conservation Commission ﬂﬁ
P. 0. Box 871
Santa Fe, New Mexico

Re: Advisory Committee to,ﬁﬁ?ﬁﬁitf“\\\
Conservation Commission onsCase 521,
concerning gas proration in‘LaaLJﬂhkrf
Chaves and Roosevelt Countiles, New
Mexico.

Gentlemen:

The subcommittee on general rules met on
June 2, 1953, at Hobbs, New Mexico, at which time final
rules were proposed for presentation to the Advisory
Committee. As you were advised in our report at the last
regular hearing of the Commission, the subcommittee investigat-
ing the need for revision of present gas pool designations
has completed its work. The final report of both subcommittees
will be considered by the Advisory Committee at a meeting to
be called in the near future.

It is believed that the final report of the
Adviscory Committee can be submitted to the 01l Conservation
Commission at their regular meeting in July.

Respectfully submitted,
/// -

o T

A. L. Hill

El Paso Natural Gas Company,
Chairman, Gas Proration
Advisory Committee

ALH:W:c
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TENTH FLOOR BASSETT TOWER

61 (@ aso, gzxas

ADDRESS REPLY TO:
1006 MAIN STREET — ROOM 1801
HOUSTON 2, TEXAS

June 18, 1953

ot C'f‘h'""“”’ Y7 aHMISSIGR.

) "HL(LO
. Pfff‘f*: | "z[ 0
Mr. R. R. Spurrier i Nk
New Mexico O11 Conservation Commission P JUN 2 21953 >!!
P. 0. Box 871 th - S !
Santa Fe, New Mexico ﬂﬁ::c;;;qu v k= dd
Dear Sir:

A meeting of the Advisory Committee to the New
Mexico 011 Conservation Commission on Case 521, concerning
gas proration in lLea, Eddy, Chaves and Roosevelt Counties,
New Mexlco, 1s hereby called for June 25, 1953, at 9:00 A. M.
(MST), in the offices of the New Mexico 0il and Gas Engineer-
ing Committee in Hobbs, New Mexico.

This meeting 1s for the purpose of consideration
of the flinal reports prepared by the two appointed sub-
committees so that recommendations may be formulated by

this Advisory Committee for presentation to the New Mexico
011 Conservation Commlssion.

Very truly yours,

A, L. Hil1,

El Paso Natural Gas Company,
Chairman, Gas Proration
Advisory Committee

ALH:FNW:pc



EL PASO NATURAL GAS COMPANY

Tenth Floor Bassett Tower .

El Paso, Texas ¢ AETTION COMMISSION
’ i, LENGERVATION COMMISS

e MEX
SANTA FE, NEW WMESE
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Vi
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July 6, 1953

Advisory Committee on Gas Proration
New Mexico Cil Conservation Commission Case 521

Gentlemen:

Attached are two (2) copies of the final recommendations on rules for gas proration
and gas pool designations as approved at our meeting of June 25, 1953. It is my
intention to formally present the recommendations to the New Mexico 0il Conservation
Commission at its meeting in Santa Fe on July 16. If the recommendations as written
do not correctly reflect the action teken by the Committee on any points, please so
advise me not later than July 10 in order that such revisions that are necessary
can be made prior to submittal to the Commission.

In an informal discussion between Mr. R. R. Spurrier and Mr. Ben Howell, MNr. Spurrier
indicated that if the recommendations are submitted to the Commission at the July
meeting, a full discussion of them will be deferred until the August meeting.

As was stated several times at our various meetings, it is understocd that although
these recommendations are those of the Committee as a whole, the individual member
companies are free to take whatever position they choose in any hearings on the
subject before the Commission.

As your Chairman, I would like to take this opportunity to thank each member of the
Committee for your cooperation, and to particularly thank Messrs, Staley and Stanley

for the work which they did in providing a mweeting place and taking care of the
minutes of the meetings.

Very truly yours,

A. L, Hill
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GENFRAL RULES FOR GAS PRORATION
FOR USE IN DEFINZD GAS FIELDS LOCATED IN
THE FOUR-COUNTY 4REA CCMPRISED OF
LEA, EDDY, CHAVES AND ROOSZVELT COUNTIES, NEW MEXICO
RECQUMENDED BY THE ADVISCRY COMMITTEE TO
THE OIL CONSERVATION COMMISSION OF NEW MEXICO ON CASE 521

DEFINITION OF A GAS WELL (Supersedes Statewide Definition 24)
GAS WELL shall mean a well producinggas or natural gas from a common source
of gas supply from a gas pool determined by the Commission.

WELL SPACING; ACREAGE REQUIREMENTS FOR DRILLING TRACTS

A. (Supersedes Statewide Rule 104 (f) )

The Secretary of the Ccmmission shall have authority to grant an
exception to the requirements of Statewide Rule 1C4, Sections (a), (b), (c),
and (d), without notice and hearing where application has been filed in due
form, and,

1. The necessity for the unorthodox location is based on topographical
conditions, or is occasioned by the recompletion of a well previously drilled
to another horizon, and,

2. (a) The ownership of all oil and gas leases within a radius of
660 feet of the proposed location is common with the ownership of the oil
and gas leases under the proposed location, or,

(b) 411 owners of oil and gas leases within such radius consent in
writing to the proposed location.

B. (Supersedes Statewide Rule 104 (k) )
The provisions of Statewide Rule 104, Paragraph (k), shall not apply to
gas pools located in Lea, #ddy, Chaves and Roosevelt Counties, New Mexico.

CIL PRODUCTICN FRQOM DEFINED GAS POOLS

In a gas pool, as defined by the 0il Conservation Cormission, each proration
unit containing a well preducing in excess of five barrels of crude oil per
day shall be permitted to produce an oil allowable calculated by dividing
the gas allowable as zssigned to a gas well on the same unit size as said
well by the gas-oil ration of said well, The maximum oil allowable which
may be assigned said well shall be the top unit oil allowable as determined
by Statewide Rule 505 unless, after hearing, the Commission shall amend this
rule as it applies to a particular pool in order to prevent waste,

GAS PRORATION (Supersedes Statewide Rule 602)

A, At such time as the Commission determines that allocation of gas pro-
duction from gas wells producing from any pool in this four-county area is
necessary to prevent waste or to protect correlative rights, the Commission,
after notice and hearing, shall consider the nominations of gas purchasers
from such gas pool and other relevant data, and shall fix the allowable
production of such pool, and shall allocate production among the gas wells in
such pool upon a reasonable basis with due regard for correlative rights.
Unless special pool rules are adopted as provided in B. below, the general
rules of this section shall apply to each gas pool allocated under these
rules,



B. After notice and hearing, the Commission, in order to protect correlative
rights, or prevent waste, or both, may promulgate special rules, regulations
or orders pertaining to any gas pool.

C. The term 'igas purchaser" as used in these rules, shall mean any *taker"™
of gas at the wellhead and it shall be the responsibility of said #takert
to submit a nomination.

PRORATION UNITS

For the purpose of gas allocation in the absence of special pool rules, a
standard proration unit shall consist of between 158 and 162 contiguous
surface acres substantially in the form of a square which shall be a legal
subdivision (cuarter section) of the U. S. Public Land Surveys, provided,
however, that a gas proration unit other than a legal quarter section may be
forumed after notice and hearing by the Commission, or after the Commission
hes been furnished waivers from all offsetting operators, if all acreage

is contiguous and does not contain more than four legal quarter-quarter
sections and/or lots. Any allocaticn 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,

“y

GAS ALLOCATION (Supersedes Statewide Rule 602)

A. At least 30 days prior to the beginning of each gas proration periocd
the Commission shall hold a hearing after due notice has been issued. The
Commission shall cause to be submitted by each gas purchaser its nominations
of the amount of gas which each in good faith actually desires to purchase
within the ensuing proration period by months from each gas pool from which
it purchases gas. The Commission shall consider nominations of purchasers,
actual precduction, and such other factors as may be deemed applicable in
determining the amount of gas that may be produced without waste within

the ensuing prorstion period.

B, The Commission shall cause to be submitted each month supplemental
nominations from purchasers of gas in like mznner as the nominations described
above, sefting out changes, if any, which should be made due to fluctuations
of market demand, The Commission shail h:ld a public hearing between the
15th and 20th days of each month to determine the reasonable 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, The Commission shall include in the proration schedule

the gas wells in the pool delivering to a gas transportation facility, and
shall include in the proration schedule of such pool any well which it finds
is being unreasonably discriminated against through denial of access to a
gas trensportation facility which is reasonably capable of handling the type
of gas produced by such well. The total allowable to be allocated to the
pool shall be determined by the Commission in the following mamner: The
total allowable for a month shall be ecual to the total market demand for
that month plus the amount of any overproduction, or less the amount of any
underproduction during the second preceding month.

C. The allocation to a pool remaining after subtreacting the capacities of

marginal units shall be divided and allocated ratably among the non-marginal
units in the amount thet the acreage contained in each unit bears to the

-2~
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total acreage alloted to such non-marginal units; provided that for this
purpose standard units shall be as defined in Rule V above. More than

one proration unit or fractional parts thereof may be assigned to a gas
well and the allowables assigned said well may be increased proportionately
provided that:

1. No more than 640 acres shall be assigned to any one well,

2. All acreage in such units may reasonably be presumed to be pro-
ductive of gas,

3. The multiple unit so formed shall not have an overzll length or
width exceeding 5,280 feet.

L. The well to which such additional units are assigned shall be
located not closer to any boundary of such pooled units that the distance
represented by 25% of the length of the longer of the two boundaries of
said pooled unit which are adjacent to said first-mentioned boundary;
provided further, that where three proration units are pooled the well
shall not be located more than 1,320 feet from the nearest boundary of
any unit so pooled, and,

5. Exceptions to the provisions of this rule may be granted by the
Commission after notice and hearing or after the Commission has been
furnished waivers by all offsetting operators.

BALANCING OF PRODUCTION (Supersedes Statewide Rule 604)

A. Underproduction

The dates 7:00 A, M. January 1 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 re-
maining 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 allowable remains un-
produced 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

inability 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.

B. CVERPRCDUCTION

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. If, at the end of the first succeeding proration period,
the well is still overproduced, it shall be shut in and its current monthly
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.

-3~



VIII.

IX.

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
a showing at public hearing after due notice that complete shut-in of
the well would result in material damage to the well,

GRANTING OF ALLOWABLEZES

A. No gas well shall be given an allowable until Form C-104 has been
filed together with a plat showing:

l. acreage attributed to said well,

2. the locations of all wells on the lease and the immediately
surrounding leases producing from the same reservoir, and,

3. the lease ownership of said leases.

B. Allowables to newly completed gas wells shall commence on the date
of cormection to a gas transportation facility or the date of filing of
Form C-1C4 and plat described above, whichever date is the later,

REPORTING OF PRODUCTION

The monthly gas production from each gas well shall be metered separately
and the gas production therefrom shall be submitted to the Commission

so as to reach the Commission on or before the twenty-fifth day of the
month next succeeding the month in which the gas was produced. The
operator shall show on such report what disposition has been made of the
gas produced. The full prodiction of gas from each well shall be charged
against the well's allcwable regardless of what disposition has been made
of the gas.

NEW MZXICC OIL & GiS ENGINZ:RING COMMITTER
July 9, 1953
HOBBS, Nzl HEXIGCO

..[+...



1.

2

3.

AN

S5e

REVISIONS AND ADDITIONS TC ORDER NUMBER R-264 IN CASE 245
DESIGNATING, NAMING, DEFINING AND EXTENDING THE GAS POOLS
OF 1EA, EDDY AND CHAVES COUNTIES, NEW MEXICO
RECOMMENDED BY THE ADVISORY COMMITTEE TO
THE OIL CONSERVATION COMMISSICN OF NEW MEXICO ON CASE 521

It is recommended that the Jalco Gas Pool be extended to include

all of sections 15, 16, 17, 20, 21, 22, 27, 28; the E/2 of Sec~

tion 29; E/2 of Section 32; and all of Sections 33 and 344 all

in Township 26 South, Range 37 East.

It is pointed out that the El Paso Natural Gas Company's Rhodes

Unit (Storage) Area is located within the boundaries of the Jalco

Gas Pool and production of gas from that area should not be restrict-
ed or affected by Jalco Gas Pool rules so long as the cumulative
total input gas exceeds cumulative total witadrawals and, in addition,
that during such period, Jalco Gas Pool rules apply to the storags
area only subject to the Unit Agreements and Rule No-4C5,

Tt is recommended that the vertical limits designated in III (2) of
Order No, Re26l4, "That the producing formation in the Eumont Gas
Pool shall extend from the top of the Yates formation to a point
200 feet below the top of the Queen formation thereby including
all of the Seven Rivers formation", be amended to read as follows:
That the preducing formation in the Eumont Gas Pool shall extend
from the top of the Yates formation to the top of the Grayburg
formation thereby including all of the Yates, Seven~Rivers, and
Queen formations.

It is recommended that, whereas geologic evidence establishes that
the present Terry~Blinebry Pool and the Blinebry Gas! Pcol are a
common reservoir, the Blinebry Gas Pool be extended to include
productive acreage presently included in the Terry-Blinebry Pool
and other acreage indicated productive by development, to wit: All
of Sections 1, 2, 3; B/2 of Section 4; E/2 of Section 93 /2 of
Section 10; N/2 of Section 11; all of Section 12, 13, 24, and 25;
all in Township 21 South, Range 37 East, and that the designation
Terry-Blinebry Pool be discontinued,

It is recommended that, inasmuch as the Blinebry Gas Pool, as re-
commended in 5 above, contains low ratio oil wells as well as con-
densate and gas wells, special rules for allocation be adopted.

It is recommended that the producing formation in the Blinebry Gas
Pool shall be defined as that part of the Yeso formation included
from the base of the upper Yeso sandy section which occurs at an
averagedepth of 450 ft.below the Glorieta formation and which is the
stratigraphic equivalent of the Clear Fork formation of West Texas
to the top of the Drinkard sandy member or Tubb Sand,



8

7.

It is recormended that the Justis Gas Pool for production from
the Glorieta formation be designated as recommended by Gulf 0il
Corporation in the Gas Pool Delineation Study of Southeastern

Lea County, New Mexico,

The vertical limit is suggested as the 200 feet immediately below
the Glorieta datum., The horizontal limits include the SW/4 of
Section 1; SE/L of Section 2; E/2 of Section 1l; W/2 of Section
12; W/2 of Section 13; E/2 of Section 14; E/2 of Section 23;

W/2 of Section 24; all in Township 25 South, Range 37 East.

It is recommended that for wells presently or subsequently completed
as gas producers outside the boundaries of defined gas pools the
burden for having same included in gas pools should be placed on
the Operator as outlined in Rule 1122,

Note:

In reviewing designated gas pools, the subcommittee
recognized the fact that within the area of designated gas
pools and adjacent areas, there are a number of gas wells
which are producing from the gas caps of oil reservoirs and
subject to the oil proration rules pertaining thereto; and,
therefore, that these wells will not be subject to the rules
pertaining to gas pools.

NEW MEXICO OIL & GiS ENGINEERING COMMITTEE
July 9, 1953
HOBBS, NEW MEXICO



EL PASO NATURAL GAS CCMPANY
Tenth Floor Bassett Tewer
El Paso, Texas

July 6, 1953

Advisory Committee on Gas Proration
New Mexico Qil Conservation Commissig

Gentlemen:

Attached are two (2) copies of the final recommendations on rules for gas proration
and gas pool designations as approved at our meeting of June 25, 1953. It is my
intention to formally present the recommendations to the New Mexico Qil Conservation
Commission at its meeting in Santa Fe on July 16. If the recommendations as written
do not correctly reflect the action taken by the Committee on any points, please so
advise me not later than July 10 in order that such revisions that are necessary can be
made prior to submittal to the Commission.

In an informal _discussibn between Mr. R. R. Spurrier and Mr, Ben Howell, Mr.
Spurrier indicated that if the recommendations are submitted to the Commission at
the July meeting, a full discussion of them will be deferred until the August meeting.

As was stated several times at our various meetings, it is understood that although
these recommendations are those of the Committee as a whole, the individual member
companies are free to take whatever position they choose in any hearings on the sub-
ject before the . Commission.

As your Chairman, I,xWould hke to take this opportunity to thank each member of the
Committee for your cdoperation, and to particularly thank Messrs. Staley and Stanley

for the work which they did in providing a meeting place and taking care of the minutes
of the meetings,

Very truly yours,

A, L. HILL
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GENERAL RULES FOR GAS PRORATION FOR
USE IN DEFINED GAS FIELDS LOCATED IN THE
FOUR-COUNTY AREA COCMPRISED OF LEA, EDDY,
CHAVES AND ROOSEVELT COUNTIES, NEW MEXICO
RECOMMENDED BY THE ADVISORY
COMMITTEE TO THE OIL CONSERVATION COMMISSION OF
NEW MEXICO ON CASE 521

I. DEFINITION OF A GAS WELL (Supersedes Statewide Definition 24)
GAS WELL shall mean a well producing gas or natural gas from a common
source of gas supply from a gas pocl determined by the Commission.

II, WELL SPACING; ACREAGE REQUIREMENTS FOR DRILLING TRACTS

A,

111,

s,(w
i

Wy,
Wl {/G

(Supersedes Statewide Rule 104 (f) )

The Secretary of the Commission shall have authority to grant an
exception to the requirements of Statewide Rule 104, Sections (a), (b), (c),
and (d), without notice and hearing where application has been filed in due
form, and,

1. The necessity for the unorthodox location is based on topographical
conditions, or 1s occasioned by the recompletion of a well previously
drilled to another horizon, and,

2. (a) The ownership of all o1l and gas leases within a radius of 660
feet of the proposed location 1s common with the ownership of the oil and
gas leases under the proposed location, or,

(b) All owners of oil and gas leases within such radius consent in
writing to the proposed locaticn.,

(Supersedes Statewide Rule 104 (kj
The provisions of Statewide Rule 104, Paragraph (k), shall not apply to
gas pools located in Lea, Eddy, Chaves and Roosevelt Counties, New Mexico.

OIL PRODUCTION FROM DEFINED GAS POOLS

In a gas pool, as defined by the Oil Conservation Commission, each proration
unit containing a well producing in excess of five barrels of crude oil per

day shall be permaitted to produce an oil allowable calculated by dividing

the gas allowable as assigned to a gas well on the same unit size as said

well by the gas-oil ration of said well, The maximum oil allowable which
may be assigned said well shall be the top unit oil allowable as determined

by Statewide Rule 505 unless, after hearing, the Commission shall amend this
rule as it applies to a particular pool in order to prevent waste.

IV. GAS PRORATION {Supersedes Statewide Rule £02)

A,

At such time as the Commission determines that allocation of gas pro-

duction from gas wells producing from any pool in this four-county area
is necessary to prevent waste or to protect correlative rights, the Com-
mission, after notice and hearing, shall consider the nominations of gas



purchasers from such gas pool and other relevant data, and shall fix

the allowable production of such pool, and shall allocate production

of such pool, and shall allocate production among the gas wells in such

pool upon a reasonable basis with due regard for correlative rights.

Unless special pool rules are adopted as provided in B. below, the general
rules of this section shall apply to each gas pool allocated under these rules.

After notice and hearing, the Commission, in order to protect correlative
rights, or prevent waste, or both, may promulgate special rules, regulations
or orders pertaining to any gas pool.

The term '"'gas purchaser' as used in these rules, shall mean any "'taker" of
gas at the wellhead and it shall be the responsibility of said '"taker" to submit
a nomination,

V. PRORATION UNITS

For the purpose of gas allocation in the absence of special pool rules, a
standard proration unit shall consist of between 158 and 162 contiguous
surface acres substantially in the form of a square which shall be a legal
subdivision (quarter section) of the U. S. Public Land Surveys, provided,
however, that a gas proration unit other than a legal quarter section may be
formed after notice and hearing by the Commission, or after the Commission
has been furnished waivers from all offsetting operators, if all acreage is
contiguous and does not contain more than four legal quarter-quarter sections
and/or lots. 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
inc reased to that proportion of the standard unit allowable that the number of
acres contained therein bears to 160 acres.

VI. GAS ALLOCATION (Supersedes Statewide Rule 602)

A,

At least 30 days prior to the beginning of each gas proration period the Com-
mission shall hold a hearing after due notice has been issued. The Com-
mission shall cause to be submitted by each gas purchaser its nominations

of the amount of gas which each in good faith actually desires to purchase
within the ensuing proration period by months from each gas pool from which
it purchases gas. The Commission shall consider nominations of purchasers,
actual production, and such other factors as may be deemed applicable in
determining the amount of gas that may be produced without waste within the
ensuing proration period.

The Commission shall cause to be submitted each month supplemental
nominations from purchasers of gas in like manner as the nominations
described above, setting out changes, if any, which should be made due to
fluctuations of market demand. The Commission shall hold a public hearing
between the 15th and 20th days of each month to determine the reasonable
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. The Commission shall include in the



proration schedule the gas wells in the pool delivering to a gas transportation
facility, and shall include in the proration schedule of such pool any well
which it finds is being unreasonably discriminated against through denial of
aczess to a gas transportation facility which is reasonably capable of handling
the type of gas produced by such well., The total allowable to be allocated to
the pool shall be determined by the Commission in the following manner: The
total allowable for a month shall be equal to the total market demand for that
month plus the amount of any overproduction, or less the amount of any under-
production during the second preceding month,

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 amount that the acreage contained in each unit bears to the total acreage
alloted to such non-marginal units; provided that for this purpose standard
units shall be as defined in Rule V above. More than one proration unit or
fractional parts thereof may be assigned to a gas well and the allowables
assigned said well may be increased proportionately provided that:

1. No more than 640 acres shall be assigned to any one well,

2, All acreage in su-h units may reasonably be presumed to be productive
of gas,

3. The multiple unit so formed shall not have an overall length or width
exceeding 5, 280 feet.

4. The well to which such additional units are assigned shall be located

not closer to any boundary of such pooled units that the distance represented
by 25% of the length of the longer of the two boundaries of said pooled unit
which are adjacent to said first-mentioned boundary; provided further, that
where three proration units are pooled the well shall not be located more than
1,320 feet from the nearest boundary of any unit so pooled, and,

5. Exceptions to the provisions of this rule may be granted by the Com-
mission after notice and hearing or after the Commission has been furnished
waivers by all offsetting operators.

VII. BALANCING OF PRODUCTION (Supersedes Statewide Rule 604)

A,

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 allowable 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
inability 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.

B. 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. If, at the end of the first succeeding proration period,
the well is still overproduced, it shall be shut in and its current monthly
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 a show-
ing at public hearing after due notice that complete shut-in of the well would
result in material damage to the well.

VIII. GRANTING OF ALLOWABLES

A. No gas well shall be given an allowable until Form C- }04 has been filed
together with a plat shbwing:

1. Acreage atfributed to said well,

2, The locations of all wells on the lease and the immediately surrounding
leases producing from the same reservoir, and,

3. The lease ownership of said leases,.

B. Allowables to newly completed gas wells shall commence on the date of
connection to a gas transportation facility or the date of filing of Form
C-104 and plat described abqve, whichever date is the later.

IX, REPORTING OF PRODUCTION
The monthly gas production from each gas well shall be metered separately
and the gas production therefrom shall be submitted to the Commission so
as to reach the Commission on or before the twenty-fifty day of the month
next succeeding the month in which the gas was produced. The operator
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 d1s;/>zitlon has been made of the gas. 5' .

e /Tf'JZ(..cgf "}*..g /f)

New Mexico Oil & Gas Engineering Committee

July 9, 1953

Hobbs, New Mexico



REVISIONS AND ADDITIONS TO ORDER NUMBER R-264 IN

CASE 245 DESIGNATING, NAMING, DEFINING AND EXTEND-

ING THE GAS POOLS OF LEA, EDDY AND CHAVES COUNTIES

NEW MEXICO RECOMMENDED BY THE ADVISORY COMMITTEE

TO THE OIL CONSERVATION COMMISSION OF NEW MEXICO
ON CASE 521

It is recommended that the Jalco Gas Pool be extended to include all of
sections 15, 16, 17, 20, 21, 22, 27, 28; the E/2 of Section 29; E/2 of
Section 32; and all of Sections 33 and 34; all in Township 26 South, Range"
37 East. , A
It is pointed out that the El1 Paso Natural Gas Company's Rhodes Unit
(Storage) Area is located within the boundaries of the Jalco Gas Pool and
production of gas from that area should not be restricted or affected by
Jalco Gas Pool rules so long as the cumulative total input gas exceeds
cumulative total withdrawals and, in addition, that during such period,
Jalco Gas Pool rules apply to the storage area only subject to the Unit
Agreements and Rule No. 405,

It is recommended that the vertical limits designated in III (2) of Order

No. R-264, "That the producing formation in the Eumonft Gas Pool shall
extend from the top of the Yates formation to a point 200 feet below the

top of the Queen formation thereby including all of the Seven Rivers forma-
tion', be amended to read as follows: That the producing formation in the
Eumont Gas Pool shall extend from the top of the Yates formation to the top
of the Grayburg formation thereby including all of the Yates, Seven-Rivers,
and Queen formations.

It 1s recommended that, whereas geologic evidence establishes that the
present Terry-Blinebry Pool and the Blinebry Gas Pool are a common
reservoir, the Blinebry Gas Pool be extended to include productive acreage
presently included in the Terry-Blinebry Pool and other acreage indicated
productive by development to wit: All of Sections 1, 2, 3; E/2 of Section 4;
E/2 of Section 9; N/2 of Section 10; N/2 of Section 11; all of Section 12, 13,
24, and 25; all in Township 21 South, Range 37 East, and that the designation
Terry-Blinebry Pool be discontinued.

It is recommended that, inasmuch as the Blinebry Gas Pool, as recommended
in 5 above, contains low ratio oil wells as well as condensate and gas wells,
special rules for allocation be adopted.

It is recommended that the producing formation in the Blinebry Gas Pool
shall be defined as that part of the Yeso formation included from the base

of the ypper Yeso sandy section which occurs at an average depth of 450 ft.
below the Glorieta formation and which is the stratigraphic equivalent of the
Clear Fork formation of West Texas to the top of the Drinkard sandy member
or Tubb Sand.



6. It is recommended that the Justis Gas Pool for production from the
Glorieta formation be designated as recommended by Gulf Oil
Corporation in the Gas Pool Delineation Study of Southeastern Lea
County, New Mexico.

The vertical limit is suggested as the 200 feet immediately below

the Glorieta datum. The horizontal limits include the SE /4 of Section
1; SE/4 of Section 2; E/2 of Section 11; W/2 of Section 12; W/2 of Section
13; E/2 of Section 14; E/2 of Section 23; W/2 of Section 24; all in Town-
ship 25 South, Range 37 East.

Te It is recommended that for wells presently or subsequently completed
as gas producers outside the boundaries of defined gas pools the burden
for having same included in gas pools should be placed on the Operator
as outlined in Rule 1122,

Note:

In reviewing designated gas pools, the subcommittee recognized the
fact that within the area of designated gas pools and adjacent areas, there
are a number of gas wells which are producing from the gas caps of oil
reservoirs and subject to the oil proration rules pertaining thereto; and,
therefore, that these wells will not be subject to the rules pertaining to
gas pools.

New Mexico Oil & Gas Engineering Committee
July 9, 1953
Hobbs, New Mexico
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TENTH FLOOR BASSETT TOWER
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ADDRESS REPLY TO:
1006 MAIN STREET — ROOM 1901
HOUSTON 2, TEXAS

July 6, 1953

Advisory Committee on Gas Proration
New Mexico 0il Conservation Commission Case 521

Gentlemen:

Attached are two (2) coples of the final recommendations on rules for
gas proration and gas pool designatlons as approved at our meeting of
June 25, 1953. It is my intention to formally present the recommen-
dations to the New Mexico O0il Conservation Commission at its meeting
in Santa Fe on July 16. If the recommendations as written do not
correctly reflect the action taken by the Committee on any points, please
so advise me not later than July 10 in order that such revisions that
are necessary can be made prior to submlittal to the Commission.

In an informal discussion between Mr. R. R. Spurrier and Mr. Ben Howell,
Mr. Spurrier indicated that if the recommendations are submitted to the
Commlission at the July meeting, a full discussion of them will be
deferred until the Aygust meeting.

As was stated several times at our various meetings, it is understood
that although these recommendations are those of the Committee as a
whole, the individual member companies are free to take whatever
position they choose in any hearings on the subject before the Com-
mission.

As your Chairman, I would like to take this opportunity to thank each
member of the Committee for your cooperation, and to particularly
thank Messrs. Staley and Stanley for the work which they did in pro-
viding a meeting place and taking care of the minutes of the meetings.

Ver? YORTS ,
é;/ /’/

A. L. HIT1



GENERAL RULES FOR GAS PRORATION
FOR USE IN DEFINED GAS FIELDS LOCATED IN
THE FOUR-COUNTY AREA COMPRISED OF
LEA, EDDY, CHAVES AND ROOSEVELT COUNTIES, NEW MEXICO
RECOMMENDED BY THE ADVISORY COMMITTEE TO
THE OIL CONSERVATION COMMISSION OF NEW MEXICO ON CASE 521

I. DEFINITION OF A GAS WELL (Supersedes Statewide Definition 24)
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 Commission.

ITI. WELL SPACING; ACREAGE REQUIREMENTS FOR DRILLING TRACTS

A. [Supersedes Statewide Rule 104 (f)]

The Secretary of the Commission shall have authority to
grant an exception to the requirements of Statewide Rule 104,
Sections (a), (b), (¢), and (d), without notice and hearing
where application has been filed in due form, and,

1. The necessity for the unorthcdox location is based
on topographical conditions, or is occasioned by the recom-
pletion of a well previously drilled to another horizon, and,

2. (a) The ownership of all oil and gas leases within
a radius of 660 feet of the proposed location is common with
the ownership of the o0il and gas leases under the proposed lo-
cation, or,

(b) All owners of oil and gas leases within such
radius consent 1n writing to the proposed location.

B. [Supersedes Statewide Rule 104 (k)]
The provisions of Statewide Rule 104, Paragraph (k), shall

not apply to gas pools located in Lea, Eddy, Chaves and Roose-
velt Counties, New Mexico.

III. OIL PRODUCTION FROM DEFINED GAS POOLS
In a gas pocl, as defined by the 011 Conservation Commission,
each proration unit containing a well producing in excess of
five barrels of crude oil per day shall be permitted to produce
an oll allowable calculated by dividing the gas allowable as
assigned to a gas well on the same unit slze as said well by
the gas-0il ratio of said well. The maximum oil allowable which
may be assigned said well shall be the top unit o0il allowable
as determined by Statewide Rule 505 unless, after hearing, the
Commission shall amend this rule as it applies to a particular
pool 1in order to prevent waste.

IV. GAS PRORATION (Supersedes Statewide Rule 602)

A, At such time as the Commission determines that allocation
of gas production from gas wells producing from any pool in
this four-county area 1is necessary to prevent waste or to pro-
tect correlative rights, the Commission, after notice and
hearing, shall consider the nominations of gas purchasers from
such gas pool and other relevant data, and shall fix the allow-



VI.

able production of such pool, and shall allocate production
among the gas wells in such pool upon a reasonable basis with
due regard for correlative rights. Unless special pool rules

are adopted as provided in B. below, the general rules of thls
sectlon shall apply to each gas pool allocated under these rules.

B. After notice and hearing, the Commission, in order to pro-
tect correlative rights, or prevent waste, or both, may pro-
mulgate special rules, regulations or orders pertaining to

any gas pocl.

C. The term "gas purchaser" as used in these rules, shall mean
any "taker" of gas at the wellhead and it shall be the respon-
sibility of said "taker" to submit a nomination.

PRORATION UNITS

For the purpose of gas allocation in the absence of special

pool rules, a standard proration unit shall consist of be-

tween 158 and 162 contiguous surface acres substantially in

the form of a square which shall be a legal subdivision {gquar-
ter 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 after the Commission has been furriished waivers from all off-
setting operators, if all acreage is contiguous and does not
contaln more than four legal quarter-quarter sections and/or
lots, Any allocation unit contalning less than 158 acres or
more than 162 acres shall be a non-standard unit and its allow-
able shall be decreased or increased to that proportion of the
standard unit allowable that the number of acres contained
therein bears to 160 acres.

GAS ALLOCATION (Supersedes Statewide Rule 602)

A, At least 30 days prilor to the beginning of each gas prora-
tlon perlod the Commission shall hold a hearing after due no-
tice has been issued. The Commission shall cause to be sub-
mitted by each gas purchaser its nominations of the amount of
gas which each in good falth actually desires to purchase with-
In the ensuing proration period by months from each gas pool from
whicrllﬁﬁ’purohases gas. The Commission shall consider 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 without waste within the ensuing prora-
tion period.

B. The Commission shall cause to be submitted each month sup-
plemental nominations {rom purchasers of gas in like manner as
the nomlnations described above, setting out changes, if any,
which should be made due to fluctuations of market demand.

The Commission shall hold a public hearing between the 15th
and 20th days of each month to determine the reasonable market
demand for gas for the ensuing proration month and shall issue
a proration schedule settlng out the amount of gas which each
well may produce during the ensuing proration month. The Com-
mission shall include in the proration schedule the gas wells
in the pool delivering to a gas transportation facility, and

[}
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shall include in the proration schedule of such pool any well
which 1t finds 1is belng unreasonably discrimimated against
through denial of access to a gas transportation facility
which is reasonably capable of handling the type of gas pro-
duced by such well. The total allowable to be allocated to
the pool shall be determined by the Commission in the follow-
ing manner: The total allowable for a month shall be equal to
the total market demand for that month plus the amount of any
overproduction, or less the amount of any underproductlon dur-
Ing the second preceding month.

C. The allocatlion to a pool remaining after subtracting the
capacities of marginal units shall be divided and alleocated
ratably among the non-marginal units in the amdunt that the
acreage contalned in each unlt bears to the total acreage
alloted to such non-marginal units; provided that for this
purpose standard units §g§l;*§§]as defined in Rule V ahove,.
More than one proration unit or fractional parts thereof may
be assigned to a gas well and the allowables assigned said
well may be increased proportlonately provided that:

1. No more than 640 acres shall be assigned to any one
well,

2., All acreage in such units may reasonably be presumed
to be productive of gas,

3. The multiple unit so formed shall not have an over-
all length or width exceeding 5,280 feet,

4, The well to which such additipnal units are assigned
shall be located not closer to any boundary of such pooled
units thaly the distance represented by 25% of the length of
the longer of the two boundaries of sald pooled unit which
are adjacent to said first-mentioned boundary; provided further,
that where three proration units are pooled the well shall
not be located mcre than 1,320 feet from the nearest boundary
of any unilt so poolede and,

5. Exceptions to the provisions of this rule may be
granted by the Commission after notice and hearing or after
the Commission has been furnished waivers by all offsetting
operators.

VII. BALANCING OF PRODUCTION (Supersedes Statewide Rule 604)

A. TUnderproduction

The dates 7:00 A, M. January 1 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 nocrmal gas allowable for such succeeding
period; but whatever amount thereof is not made up within
the first succeeding proration period shall be cancelled. 1If,

-3-



at the end of the first succeeding proration periliod, a greater
amount of allowable remalns unproduced than was carried for-
ward as underproduction, the amount carried forward to the
second succeedling period shall be the total underprocduction
less the amount carried forward to the first succeeding period.

If it appears that such continued underproduction has
resulted from inabllity of the well to produce its allowable,
1t may be classifled as a marginal well and its allowable re-
duced to the well's ability to produce.

B. Overproduction

A well which has produced a greater amount of gas than was
allowed during a given proration period shall have its allow-
able 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. If,
at the end of the filrst succeeding proration perlod, the well
is still overproduced, it shall be shut in and its current
monthly allowable charged agalnst said overproduction until
the well is in balance. If, at any time, a well 1is over-
produced an amount equaling six times its current monthly
allowable, 1t shall be shut in until it 1is in balance.

The Commlssion may allow overproduction to be made up at
a lesser rate than would be the case if the well were com-
pletely shut in upon a showing at public hearing after due
notice that complete shut-in of the well would result in ma-
terial damage to the well.

VIII, GRANTING OF ALLOWABLES

A. No gas well shall be given an allowable until Form C-104
has been flled together with a plat showing:

1. acreage attributed to said well,

2. the locations of all wells on the lease and the im-
mediately surrounding leases producing from the same reser-
volir, and,

3. the lease ownership of sald leases.

B. Allowables to newly completed gas wells shall commence
on the date of connection to a gas transportation facility
or the date of filing of Form C-104 and plat described above,
whichever date is the later.

IX, REPORTING OF PRODUCTION
The monthly gas production from each gas well shall be metered
separately and the gas production therefrom shall be submit-
ted to the Commilsslon so as to reach the Commission on or be-
fore the twenty-fifth day of the month next succeeding the month
in which the gas was produced. The operator 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.

i



REVISIONS AND ADDITIONS TO ORDER NUMBER R-264 IN CASE 245
DESIGNATING, NAMING, DEFINING AND EXTENDING THE GAS POOLS
OF LEA, EDDY AND CHAVES COUNTIES, NEW MEXICO
RECOMMENDED BY THE ADVISORY COMMITTEE TO
THE OIL CONSERVATION COMMISSION OF NEW MEXICO ON CASE 521

It is recommended that the Jalco Gas Pool be extended to include
all of Sections 15, 16, 17, 20, 21, 22, 27, 28; the E/2 of
Section 29; E/2 of Section 32; and all of Sections 33 and 34;
all in Township 26 South, Range 37 East.

It is pointed out that the E1 Paso Natural Gas Company's Rhodes
Unit (Storage) Area is located within the boundaries of the
Jalco Gas Pool and production of gas from that area should not
be restricted or affected by Jalco Gas Pool rules so long as
the cumulative total input gas exceeds cumulative total with-
drawals and, in addition, that during such period, Jalco Gas
Pool rules apply to the storage area only subject to the Unit
Agreements and Rule No-405,

It is recommended that the vertical limits designated in III (2)
of Order No. R-264, "That the producing formation in the Eumont
Gas Pool shall extend from the top of the Yates formation to a
point 200 feet below the top of the Queen formation thereby
including all of the Seven Rivers formation", be amended to read
as follows: That the producing formation in the Eumont Gas
Pool shall extend from the top of the Yates formation to the top
of the Grayburg formation thereby including all of the Yates,
Seven~Rivers, and Queen formations.

It is recommended that, whereas geologic evidence establishes
that the present Terry-Blinebry Pool and the Blinebry Gas Pool
are a common reservoir, the Blinebry Gas Pool be extended to
include productive acreage presently included in the Terry-
Blinebry Pool and other acreage indicated productive by develop-
ment, to wit: All of Sections 1, 2, 3; E/2 of Section 4; E/2

of Section 9; N/2 of Section 10; N/2 of Section 11; all of
Section 12, 13, 24, and 25; all in Township 21 South, Range 37

East, and that the designation Terry-Blinebry Pool be discontinued.

It is recommended that, lnasmuch as the Blinebry Gas Pool, as
recommended in 5 above, contains low ratio oil wells as well as

condensate and gas wells, special rules for allocation be adopted.

It is recommended that the producing formation in the Blinebry
Gas Pool shall be defined as that part of the Yeso formation
included from the base of the upper Yeso sandy section which
occurs at an average depth of 450 feet below the Glorieta for-
mation and which is the stratigraphic equivalent of the Clear
Fork formation of West Texas to the top of the Drinkard sandy
member or Tubb Sand.



It is recommended that the Justls Gas Pool for production from
the Glorleta formation be designated as recommended by Gulf

011 Corporation in the Gas Pool Delineation Study of South-
eastern Lea County, New Mexico.

The vertical 1imit 1is suggested as the 200 feet immediately
below the Glorieta datum. The horizontal 1imits include the
SW/4 of Section 1; SE/4 of Sectlon 2; E/2 of Section 11; W/2 of
Section 12; W/2 of Section 13; E/2 of Section 14; E/2 of Sec-
tion 23; W/2 of Section 24; all in Township 25 South, Range 37
East.

It is recommended that for wells presently or subsequently com-
pleted as gas producers outside the boundaries of defined gas
pools the burden for having same included in gas pools should
be placed on the Operator as outlined 1n Rule 1122,

Note:

In reviewing designated gas pools, the subcommlttee
recognized the fact that within the area of designated
gas pools and adjJacent areas, there are a number of gas
wells which are producing from the gas caps of oll reser-
voirs and subject to the 0il proration rules pertalining
thereto; and, therefore, that these wells will not be
subject to the rules pertalnling to gas pools,
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EL PASO NATURAL GAS COMPANY
EL PASO, TEXAS

July 14, 1953

Honorable R. R. Spurrler
Seereotary, 011 Conservation Commiasion
Santa Pe, New Mexico

Dear Mr. Spurrier:

On behalf of the Advisory Committee appointed by ths Commission
wmmmsmMummmmmmm,
the igned as Chairman wishes té report that &tvtlwy
Committee has met and has given careful
drafting suggested rules and other recowmendations.

After numerous meetings and much disecussion, the attached
rules and recommendations are submitted as suggestions approved by
a majority of the Committee.

The Committee was not unanimous on many points and neo wmember
of the Committee 13 precluded from submitting its own ideas or
suggestions to the Commission. The Committee did not reash an
agreswsnt as to wvhen and how Shese ™ules should de wade
applicable to designated gas pocls the four-eounty ares.

The Committee wishes to express its apprecistion for the
useful assistance and helpful advice given by Wr. Racey, WNr. Stanley
and other members of the Cosmission's staff, and for the valuable
use of the New Mexico 011 and Gas Engineering Committee's facilities
which were furnished so genercusly by Hr, SSaley.
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