
July 9th, 19$k 

The Oil Conservation Commission 
State of New Mexico ; 
State Capitol Building 
Santa Fe, New Mexico 

Re: Recommended Order, Case 330, 
Proration - Blanco Mesa Verde 
Field, New Mexico 

Gentlemen: 

Three States Natural Gas Company does not operate in the Blanco Mesa . 
Verde Field, but has overriding royalty interests of 8kz%> in more than 

net Mesa Verde wells, also overriding royalty interests from $% to 
20$ in at least 6 additional wells. Probably UO additional Mesa Verde 
wells will be drilled tinder similar farmout agreements. Revenue is 
received by this Company from an average net volume of £00 million 
cubic feet of gas per month. 

From the above figures you can determine that we are vitally interested 
in an equitable solution to the proration problem. We believe that 
allocation of 7$% of withdrawals based on deliverability times acreage 
and 2$% of withdrawals based on acreage will protect the correlative 
rights of both marginal and non-marginal wells. 

The Three States Natural Gas Company urges the adoption of the attached 
Order for the allocation of gas withdrawals from the Blanco Mesa Verde 
Gas Field of San Juan and Rio Arriba Counties, New Mexico* 

Very truly yours, 

JCG:LH 



THREE STATES N A T U R A L GAS COMPANY 

PROPOSED RULES AND REGULATIONS 
FOR THE B L A N C O MESAVERDE GAS POOL 

SAN JUAN A N D RIO A R R I B A COUNTIES, NEW MEXICO 

W E L L SPACING A N D ACREAGE REQUIREMENTS FOR D R I L L I N G TRACTS. 

R U L E 1. A n y w e l l d r i l l e d a distance of one m i l e or more f r o m the outer boundary 
of the Blanco Mesaverde Gas Pool shall be c l a s s i f i ed as a wi ldcat w e l l . Any w e l l d r i l l e d 
less than one m i l e f r o m the outer boundary of the Blanco Mesaverde Gas Pool shall be 
spaced, d r i l l e d , operated and p r o r a t e d i n accordance w i t h the Regulations i n ef fec t i n 
the Blanco Mesaverde Gas Poo l . 

R U L E 2. Each w e l l d r i l l e d or recompleted w i t h i n the Blanco Mesaverde Gas Pool 
shall be located on a t r a c t consis t ing of not less than a ha l f section of approximate ly 
320 surface contiguous acres substant ial ly i n the f o r m of a rectangle which shall be a 
lega l subdivision (half section) of the U. S. Publ ic Land Surveys. 

R U L E 3. Each w e l l d r i l l e d w i t h i n the Blanco Mesaverde Gas Pool shall be located 
i n the northeast or southwest quar ter of the section but shall not be d r i l l e d closer than 
660 feet to any outer boundary l ine of such quar ter section nor closer than 330 feet to a 
qua r t e r -qua r t e r section o r subdivis ion inner boundary nor closer than 1320 feet to a w e l l 
d r i l l i n g to or capable of producing f r o m the same pool . 

R U L E 4. The Secretary of the Commiss ion shall have au thor i ty to grant exception 
to the requi rements of Rules 2 and 3 where appl icat ion has been f i l e d i n due f o r m and such 
exception i s r equ i r ed because of conditions resu l t ing f r o m p rev ious ly d r i l l e d wel l s i n the 
area o r , i n the case of Rule 3, the necessity of exception i s based on topographic 
condit ions. 

Applicants shal l f u r n i s h a l l operators of leases of fse t t ing the lease containing subject 
w e l l a copy of the appl ica t ion to the Commiss ion , and applicant shal l include w i t h his 
appl icat ion a l i s t of names and addresses of a l l such opera tors , together w i t h a w r i t t e n 
s t ipulat ion that a l l such opera tors have been p r o p e r l y n o t i f i e d . The Secretary of the Com­
m i s s i o n shall wai t at least 20 days before approving any such exception and shall approve 
such exception only i n the absence of object ion of any o f f se t opera tors . In the event an 
operator objects to the exception the Commiss ion shall consider the mat te r only a f te r 
p roper notice and hear ing . 

R U L E 5. The p r o v i s i o n of Statewide Rule 104 Paragraph (k) , shall not apply to the 
Blanco Mesaverde Gas Poo l . 

R U L E 6. The Commiss ion a f t e r notice and hear ing, shall consider the nominations 

of gas purchasers f r o m the Blanco Mesaverde Gas Pool and other re levant data and shal l 



f i x the allowable product ion of the Blanco Mesaverde Gas Pool , and shal l allocate produc­
t i o n among the gas we l l s i n the Blanco Mesaverde Gas Pool upon a reasonable basis wi th 
due regard to co r r e l a t i ve r i g h t s . 

R U L E 7. A . F o r the purpose of gas a l loca t ion i n the Blanco Mesaverde Gas Pool a 
standard p r o r a t i o n uni t shall consist of approximate ly 320 contiguous surface acres con­
sis t ing of the N o r t h , South, East o r West half of a section and being a lega l subdivis ion of 
the U . S. Publ ic Land Surveys; provided , however, that a gas p r o r a t i o n unit other than a 
lega l half section may be f o r m e d a f t e r notice and hear ing by the Commiss ion , or as out­
l i ned i n paragraph B . Any standard p r o r a t i o n uni t consist ing of between 315 and 325 con t i ­
guous surface acres shall be considered as containing 320 acres f o r the purpose of gas 
a l loca t ion . 

B . The Secretary of the Commiss ion shall have au thor i ty to grant an ex­
ception to Rule 7 A without notice and hear ing: 

1. Where the unorthodox size or shape of the t r a c t i s due to a v a r i a ­
t i o n i n lega l subdivis ion of the U . S. Publ ic Land Surveys; or 

2. Where appl ica t ion has been f i l e d i n due f o r m and where the f o l l o w ­
ing fac ts exis t and the fo l l owing p rov i s ions are compl ied w i t h : 

a. The acreage assigned the non-standard unit l i e s whol ly w i t h i n 
a lega l section. 

b . The acreage assigned the non-standard unit i s adjacent to or 
contiguous w i t h the acreage containing said w e l l . 

c. The operator making appl icat ion f o r such exception to Rule 
7 A includes w i t h such appl icat ion: 

(1) waivers f r o m (a) a l l operators owning in teres ts i n the 
ha l f section i n which any p a r t of the non-standard gas p r o r a t i o n unit is situated and which 
acreage is not included i n said non-standard gas p r o r a t i o n unit ; and (b) a l l operators own­
ing in teres ts i n acreage o f f se t t ing the non-standard p r o r a t i o n unit ; or 

(2) a l i s t of names and addresses of a l l operators outl ined 
i n paragraph (1), together w i t h a s t ipula t ion that p roper notice has been given said 
operators at the addresses given and no object ion i s received by the Commiss ion f r o m 
such operators w i t h i n 20 days a f t e r the Commiss ion receives such appl icat ion. 

d. The ent i re non-standard p r o r a t i o n uni t may reasonably be 
presumed to be product ive of gas. 

e. The length o r wid th of the non-standard gas p r o r a t i o n unit 
does not exceed 5280 feet . 

C. The Secretary of the Commiss ion shal l have au thor i ty to grant an 
exception to Rule 7 A a f t e r notice and hear ing, when the operator i s unable to comply w i t h 
the p rov is ions of Rule 7 B . 
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GAS A L L O C A T I O N 

R U L E 8. A t leas t 30 days p r i o r to the beginning of each gas p r o r a t i o n pe r iod the 
Commiss ion shal l hold a hear ing a f t e r due notice has been given. The Commiss ion shall 
cause to be submit ted by each gas purchaser i t s nominations of the amount of gas which 
each in good f a i t h ac tua l ly desires to purchase w i t h i n the ensuing p r o r a t i o n per iod , by 
months, f r o m the Blanco Mesaverde Gas Poo l . 

When a purchaser of gas, a f t e r f i l i n g i t s nominations f o r the p r o r a t i o n pe r iod shall 
f i n d that i t s requi rements f o r gas have increased or decreased f r o m the amount n o m i ­
nated f o r any month dur ing the p r o r a t i o n pe r iod , such purchaser shal l indicate i t s 
r ev i sed est imated requi rements dur ing such month by f i l i n g supplemental nominations 
w i t h the Commiss ion at leas t three days p r i o r to the regular hear ing of the Commiss ion 
f o r the month preceding such changed requi rements . 

A l l nominations shal l be f i l e d on a f o r m p re sc r ibed by the Commiss ion . 

R U L E 9. The Commiss ion shall hold a publ ic hear ing between the 15th and 20th 
days of each month to determine the reasonable m a r k e t demand f o r gas f o r the ensuing 
p r o r a t i o n month, and shal l issue a p r o r a t i o n schedule setting out the amount of gas which 
each w e l l may produce dur ing the ensuing p r o r a t i o n month . Included i n the monthly p r o ­
r a t i on schedule shall be a tabulat ion of allowable and product ion f o r the second preceding 
month, together w i t h an adjusted al lowable computation f o r the second preceding month, 
said adjusted al lowable shall be computed by compar ing the actual allowable assigned 
w i t h the actual p roduct ion . I n the event the al lowable assigned is greater than the actual 
product ion, the al lowable assigned the non-marg ina l units shall be reduced propor t ionate ly ; 
and i n the event the al lowable assigned i s less than the product ion, then the allowable 
assigned the top al lowable units shall be increased propor t iona te ly . 

The Commiss ion shal l include i n the p r o r a t i o n schedule the gas wel ls i n the Blanco 
Mesaverde Gas Pool de l ive r ing to a gas t ranspor ta t ion f a c i l i t y , o r lease gathering system, 
and shal l include i n the p r o r a t i o n schedule of the Blanco Mesaverde Gas Pool any w e l l 
which i t f inds i s being unreasonably d i s c r imina t ed against through denial of access to a 
gas t r anspor ta t ion f a c i l i t y which i s reasonably capable of handling the type of gas produced 
by such w e l l . The to ta l al lowable to be al located to the pool each month shal l be equal to 
the sum of the nominations together w i t h any adjustment which the Commiss ion deems 
advisable. The a l loca t ion to a pool remain ing a f t e r subtract ing the capacities of marg ina l 
units shall be d iv ided and al located among the non-marg ina l units i n the fo l lowing manner: 
seventy-f ive per cent (75%) of such remain ing a l loca t ion shall be divided among the non-
m a r g i n a l wel l s i n the p r o p o r t i o n that the product of each indiv idua l w e l l ' s calculated 
d e l i v e r a b i l i t y and acreage bears to the sum of such products f o r a l l the non-marg ina l 
we l l s . The other t w e n t y - f i v e per cent (25%) of such remain ing a l locat ion shall be divided 
among the non-marg ina l wel l s i n the p r o p o r t i o n that the acreage assigned the p r o r a t i o n 
uni t of each w e l l i s to the sum of the acreage assigned the p r o r a t i o n units of a l l non-
m a r g i n a l w e l l s . The calculated d e l i v e r a b i l i t y mentioned above shal l be that d e l i v e r ­
a b i l i t y as de termined by a test taken i n accordance w i t h the p rov is ions of Order No. R-333 
or Orde r No. R-333A of the New Mexico O i l Conservat ion Commiss ion . 

- 3 -



B A L A N C I N G OF PRODUCTION 

R U L E 10. Underproduct ion: The dates 7:00 A . M . , M a r c h 1, and 7:00 A . M . , 
September 1, shal l be known as balancing dates and the periods of t ime bounded by these 
dates shall be known as gas p r o r a t i o n per iods . The amount of cu r ren t gas allowable 
remain ing unproduced at the end of each p r o r a t i o n pe r iod shal l be c a r r i e d f o r w a r d to and 
may be produced dur ing the f i r s t succeeding p r o r a t i o n pe r iod i n addit ion to the n o r m a l 
gas allowable f o r such succeeding pe r iod . That p o r t i o n of such cumulat ive underpro­
duction c a r r i e d f o r w a r d into the f i r s t succeeding p r o r a t i o n pe r iod , which is not made up 
dur ing said p e r i o d shal l be deducted f r o m the to ta l underproduct ion at the end of the 
pe r iod , resu l t ing i n only that volume of underproduct ion accrued dur ing said pe r iod being 
c a r r i e d f o r w a r d as cumulat ive underproduct ion into the next succeeding p r o r a t i o n pe r iod . 

I f i t appears that such continued underproduct ion has resul ted f r o m i n a b i l i t y of the 
w e l l to produce i t s a l lowable , i t may be c l a s s i f i ed as a m a r g i n a l w e l l and i t s al lowable 
reduced to the w e l l ' s a b i l i t y to produce. 

R U L E 11. Overproduct ion: A n operator w i l l be al lowed to overproduce a w e l l 
dur ing a p r o r a t i o n pe r iod and to accumulate and c a r r y over such overproduct ion into the 
f i r s t succeeding p r o r a t i o n pe r iod i n an amount not i n excess of the to ta l allowable ass ign­
able to the w e l l based on nominations f o r the f i r s t succeeding p r o r a t i o n pe r iod . Should 
the al lowable so calculated be less than the accumulated overproduct ion at the beginning 
of the f i r s t succeeding p r o r a t i o n pe r iod , the w e l l must be shut - in u n t i l the overproduct ion 
has been reduced to such al lowable . Should the w e l l ' s cumulat ive status not be brought 
i n balance dur ing the f i r s t succeeding p r o r a t i o n pe r iod , that overproduct ion accumulated 
at the end of the f i r s t succeeding p r o r a t i o n p e r i o d must be brought i n balance dur ing the 
second succeeding p r o r a t i o n pe r iod o r the w e l l must be shut - in at the end of the second 
succeeding p r o r a t i o n pe r iod u n t i l i t s cumulat ive status is i n balance. 

The Commiss ion may a l low overproduct ion to be made up at a lesser rate than 
would be the case i f the w e l l were complete ly shut - in upon a showing at publ ic hearing 
a f t e r due notice that complete shu t - in of the w e l l would resu l t i n m a t e r i a l damage to the 
w e l l . 

GRANTING O F A L L O W A B L E S 

R U L E 12. No gas w e l l shall be given an allowable un t i l F o r m C-104 and F o r m C-110 
have been f i l e d together w i t h a p la t showing acreage a t t r ibu ted to said w e l l and the l oca ­
t ions of a l l we l l s on the lease. 

R U L E 13. Al lowables to newly completed gas wel ls shal l commence on the date of 
connection to a gas t ranspor ta t ion f a c i l i t y , as de termined f r o m an a f f i d a v i t fu rn i shed to 
the Commiss ion (Box 697, Aztec , New Mexico) by the purchaser , o r the date of f i l i n g 
of F o r m C-104 and F o r m C-110 and the p la t descr ibed above, whichever date i s the 
l a t e r . 

REPORTING OF PRODUCTION 

R U L E 14. The month ly gas product ion f r o m each gas p r o r a t i o n unit shall be metered 
separately and the gas p roduc t ion t h e r e f r o m shal l be repor ted t a the Commiss ion by the 
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operator so as to reach the Commiss ion on or before the twent ie th day of the month next 
succeeding the month i n which the gas was produced. The operator shall show on such 
repor t what d i spos i t ion has been made of the gas produced. The f u l l product ion of gas 
f r o m each w e l l shal l be charged against the w e l l ' s a l lowable regardless of what d i spos i ­
t i o n has been made of the gas; p rovided , however, that gas used on the lease f o r consump­
t ion i n lease houses, heaters , t r ea t e r s , combustion engines and other s i m i l a r lease 
equipment shall not be charged against the w e l l ' s a l lowable . 

Copies of F o r m C-115, Month ly Produc t ion Report , submitted i n compliance w i t h 
Rule 14, shal l be d i s t r ibu ted by the operator as fo l l ows : O r i g i n a l to O i l Conservation 
Commiss ion , Box 871, Santa Fe; two copies to O i l Conservat ion Commiss ion , Box 697, 
Aztec , New Mexico . 
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