BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

ORDER NO,AG-1

GAS PRORATION ORDER
FOR PERIOD JANUARY 1, 1954 THROUGH JUNE 30,1954

The Commission held public hearing at Santa Fe, New Mexico on
November 19, 1953 at 9 o'clock a. m., pursuant to legal notice for the
purpose of setting the allowable production of gas from the following nine
(9) gas pools in Lea County, New Mexico for the six month period, January
1, 1954 through June 30, 1954:

Amanda, Arrow, Blinebry, Byers-Queen,
Eumont, Jalce, Justis, Langmat and Tubb.

NOW, on this day the Commission, a quorum being present, having
considered the nominations of purchasers, the capacity of producing wells,
and being otherwise fully advised in the premises,

FINDS:

(1) The total nominations of purchasers of gas produced from the above
listed nine (9) gas pools for the period January 1, 1954 through June 30, 1954
is 49,163,888 MCF. The individual poel nominations, which total 49,163, 888
MCF are as follows:

AMANDA 181,000
ARROW 654, 962
BLINEBRY 3,832,813
BYERS-QUEEN 193, 370
EUMONT 14, 154,009
JALCO 9,808, 806
JUSTIS 378, 593
LANGMAT 17,038, 720
TUBB 2,921,615

{2) The potential producing capacity of all gas wells in the nine (9) gas
pools listed above is in excess of the nominations of purchasers of gas and
in order to prevent waste and protect correlative rights, the production of
gas from the above listed nine (9) gas pools should be limited and allocated
and distributed during the six month proration period commencing January
1, 1954,

(3) That all the producing gas wells, together with the expected comple-
ted or recompleted wells in the nine (9) gas pools listed above can produce a
total of 49,163,888 MCF without causing waste within the six month pro-
ration period commencing January 1, 1954, and an allocation based upon
such production would be reasonable and protect correlative rights.

IT IS THEREFORE ORDERED:

{1) For the six month proration period commencing January 1, 1954
the total allowable production to be assigned the nine (9) allocated gas pools
in Lea County be and the same hereby are as follows:
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ORDER NO, G-1

AMANDA 181,000 MCF
ARROW 654,962 MCF
BLINEBRY 3,832,813 MCF
BYERS-QUEEN 193,370 MCF
EUMONT 14,154,009 MCF
JALCO 9,808,806 MCF
JUSTIS 378, 593 MCF
LANGMAT 17,038, 720 MCF
TUBB 2,921,615 MCF

{2) The allocation hereby set for said six month proration period in
the nine (9) allocated pools in Lea County, New Mexico shall be in accordance

with Orders Noe.

and Regulations.

368-A through 376-A inclusive, and the Commaission's Rules

(3) The total allowable production for each pool as set forth shall be
allocated on a monthly basis in accordance with Schedule "A', attached hereto
and said schedule shall be adjusted monthly to meet changes in market con-
ditions as reflected by purchasers supplemental nominations and actual gas
production, in accordance with Orders Nos. 368-A through 376-A inclusive.

The foregoing order shall remain effective until further order of the

Commission.

DCNE at Santa Fe, New Mexico, this i 7[ day of November, 1953.

SEAL

STATE OF NEW MEXICO
OlL CONSERVATION COMMISSION

EDWIN L., MECHEM, Chairman

E, S5, WALKER, Member

R. R. SPURRIER, Member and Secretary



AMANDA
ARROW
BLINEBRY
BYERS-QUEEN
EUMONT
JALCO

JUSTIS
LANGMAT

TUBB

JANUARY

31,000

121, 449

820, 320

33,760

Z,734,570

2,030,192

83,682

3,528, 108

%

605, 480

FEBRUARY

28, 000

93,233

677,076

30,160

2,494, 193

1,555,596

66, 702

2,754,662

517,823

All figures in MCF @ ¢0° F & 15.025 P.S.L.A.

MARCH

31,000

142, 821

922,163

33,260

2,633,282

MAY JUNE TOTAL
31,000 30,000 151, 001
94,997 94, 740 654, 963
414,369 426,996 3,832, 81
32,710 31,490 193, 37(
2,065,222 1,976,286 14,154, 00
558, 871 949,105 9,808. 80¢
34,411 37,639 378, 593
1,534,222 1,669,563 17,038, 72¢
381,176 381,466 2,921,61¢
TOTAL 49,163, 88¢



BEFURE THE Ol CONSERVATION COMMIBSION
CF THE STATE OF NEW MEXICC

CGRDER NC, 2G-1-4

SUPPLEMENTARY GAS PRURATION CRUDER FOR
MONTH CF JANUARY, 1954

The Commission held public hearing at Santa Fe, New Mexico on
December 17, 1953 at 9 o'clock 3. m., pursuznt to legal notice, for the
purpose of setting the allewable production of gas from the following nine
gas pools in L.es County, New iMexico, for the rionth of January, 1954;

Amanda, Arrow, Blinebry, Byers-Cueen, Eumeont, Jzico,
Justis, Langn:at and Tubh

NCW, on this day the Cormmission, & quorun: being present, having
considered the supplementary nowinations of purchasers, the capacity of
producing wells, and being otherwise fully advised in the premises,

FINDS:

(1) The total nominations of purchasers of gas produced from the
asbove listed nine gas pools for the month of January, 1954 is 12,299,763
MCF. The individual pool nominations, which total 12,299,763 MCF, are
as follows;

Laranda 31,000
Arrow 135, 391
Elinebry 973,425
Byers-Queen 8,760
Eumont 3,040, 253
Jalco 2,629,478
Justis 136,109
Langmat 4,655,871
Tubb 695,476

{2) The potential producing capacity of all gas wells in the nine
gas pools listed above is in excess of the nominations of purchasers of gas
and in order to prevent waste and protect correlative rights, the production
of gas fron: the above listed nine gas pools should be limited, sllocated and
distributed during the month of January, 1954,

{3) That all the producing gas wells, together with the expected
comnipleted or recompleted wells in the nine gas pools listed above, can
produce a total of 12,299,763 MCF without causing waste during the month
of January 1954, and an allocation based upon such production would be
rezsonable and protect correlative rights.

iIT IS THEREFORE ORDEREL:

{1) For the month of January, 1954 the total allowable production
to be assigned the nine allocated gas pools in Lea County, New Mexico, be
and the s=me hereby {s as follows;
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CASE 629:

(a) Extension of Blanco-Mesaverde Pool to include
Sections 22, 27, 31, 32, 33 and 34 in Township 27
North, Range 5 West.

(b) Extension of Fulcher-Kutz - Pictured Cliffs Pool to
include Sections 5 and 6 in Township 27 North, Range
8 West,

(c) Extension of South Blanco-Pictured Cliffs Pool to
include Sections 1, 11 and 12 in Township 26 North,
Range 7 West, and Section 36 in Township 27 North,
Range 7 West,

(d) Extension of the Aztec-Pictured Cliffs Pool to include
S/2 Section 3 in Township 30 North, Range 11 West.

Southeastern New Mexico nomenclature case, involving creations of new
pools, extensions to or deletions from existing pools, as follows:

(a) Creation of the Big Eddy-Brushy Canyon(Delawaré Pool
for oil production in Eddy County, New Mexico, described
as:

Township 20 South, Range 29 East
Sections 27, 28, 33 and 34, all

(b) Creation of the Big Eddy-Lower Delaware Pool for oil
production in Eddy County, New Mexico, described as:

Township 20 South, Range 31 East
Sections 22, 23, 26 and 27

(c) Extension of the Dollarhide-Drinkard Pool boundary in
Lea County, New Mexico, to include following:

Township 24 South, Range 38 East,
S/2 Section 19;
W/2 Section 31

(d) Extension of the Dollarhide-Fusselman Pool boundary in
Lea County, New Mexico, to include therein:

Township 25 South, Range 38 East
NW /4 Section 5

(e) Extension of the Gladiola-Wolfcamp Pool boundary in Lea
County, New Mexico, to include therein:

Township 12 South, Range 38 East
SW/4 Section 19;
W/2 Section 30




Docket
(f) Extension of the Lazy 'J' Pool boundary in Lea County,
New Mexico, to include therein:

Township 13 Jouth, Range 33 East
SE/4 Section 21

{g) Extension of the Teague-Ellenburger Pool boundary in
Lea County, New Mexico, to include therein;

Township 23 $outh, Range 37 East
NW/4 Section 35

{h) Extension of the Teas Pool boundary in Lea County, New
Mexico, to include therein:

Township 20 South, Range 33 East
SE/4 Section:14; W/2 Section 14;
E/2 Section 15

(i) Extension of the Empire Pool boundary in Lea County,
New Mexico, to include therein:

Township 17 South, Range 28 East
N/2 Section 31

(j) Extension of the Artesia Pool boundary in Eddy County,
New Mexico, to include thereins

Township 18 $outh, Range 28 East
N/2 N/2 Section 13

(k) Deletion from the Nichols Pocl boundary in Eddy
County, New Mexico, of the following area:

Township 18 $outh, Range 28 East
N/2 N/2 Section 13




DOCKET: REGULAR HEARING SEPTEMBER 17, 1953

‘New Mexico Oil Conservation Commission 9 a.m. ~ Mabry Hall, Santa Fe, N.M.
FIRST: Consideration of the allowable _for the month of Cctcker, - 1953,

CASE 330:

CASE 377:

CASE 565:

CASE 574:

CASE 575;

CASE 576:

CASE 577:

CASE 578:

CASE 579:

w e om0

CONTINUED CASES

This case is concerned with Stanolind's application for proration of natural W
gas in the Blanco-Mesaverde Pool, San Juan County, New Mexico, and has ‘
been successively continued to permit the compilation of production data. Y

Under terms of Order R-172 the Oil Conservation Commission requested i
that Benson & Montin appear to show cause why a 160-acre spacing pattern o
should not be instituted for Pictured Cliffs wells in the Gallegos Unit Area, .
San Juan County, to supersede the temporary 320-acre spacing earlier ‘
granted.

Gulf's application for permission to deviate its Lillie No, 2 well, drilling
at a surface location 750' S of N line and 560' E of W line, 23-24S-37E;

this directional drilling contemplated because of geologic trends established
in obtaining production from its Lillie No. 1 well 241' to the northwest, and
to result, if effected, in the well's being bottomed at a point equivalent to a
surface location 662.3' S of N line and 329.5' E of W line of Section 24,

NEW CASES

R. J. Palmer's application for order prohibiting Greenbrier Oil Company
from removing, taking or interfering with tubing, casing and other equip-
ment in Palmer No. 1 Well, NE/4 SW/4 SE/41-24N-2W, NMPM.

Tide Water's application for dual completion of its A. B. Coates C-1 Well,
SE/4 NW/4 24-255-37E, to permit production of gas from Paddock and gas
from Seven Rivers.

Stanolind's application for approval of Buffalo Unit Area embracing 6,127.07 ~_iv"j
acres of land in Townships 18 and 19 S, Range 33 E, Lea County, New Mexico. -

Application of Oil Conservation Commission for order changing the designated
producing zone in the Hobbs Pool from the San Andres zone to the Grayburg -
San Andres zone.

Application of Qil Conservation Commission for order revising Rule 1105 of
Section 'M!' {Reports) of the Rules and Regulations.

Application of the Oil Conservation Commission for an order creating the
Falby-Yates Pool and deleting certain areas from the Cooper-Jal and Langlie-
Mattix Pools in Lea County, and setting forth such changes as follows:

(a) Creating the Falby-Yates Pool for oil production from
the Yates, including:
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Township 24 S, Range ‘36 E, NMPM

E/2 SE/4 Section 23;

NE/4 NW/4, NE/4 NE/4, S/2 N/2, S/2 Section 24;
N/2 Section 25; E/2 NE /4 Section 26

Township 24 S, Range 37 E, NMPM
W/2 Section 19 and NW;/4 Section 30

(b) Deleting the following area from the Cooper-Jal Pool:

Township 24 S, Range 36 E, NMPM

E/2 SE/4 Section 23;

NE/4 NW/4, S/2 NW/4, SW/4 Section 24;
NW/4 Section 25; E/2 NE/4 Section 26

(c) Deleting the following area frori'l the Langlie-Mattix Pool:

Township 24 S, Range 36 E, NMPM
NE/4 NE/4, S/2 NE /4%, SE/4 Section 24;
NE /4 Section 25 '

Township 24 S, Range 37 E, NMPM
NE/4NW/4, S Nw/4, SW/4 Section 19;
NW/4 Section 30

CASE 580: General nomenclature case for southeastern New Mexico, providing
for creation and extension of pools as follows:

(a) Creation of the Anderson Ranch-Wolfcamp OQil Pool in Lea County
to include: -

Township 16 S, Range 32 E, NMPM
SW/4 Section 1; S/2 Section 2;

All Section 11; W/Z Section 12;

W/2 NW/4 Section 13; N/2 Section 14

(b) Creation of Littman-San Andres Oil Pool in Lea County to
include:

Township 21 S, Range 38 E, NMPM
All Section 16 lying within New Mexico

(c) Creation of Drickey-Queen QOil Pool in Chaves County to
include: :

Township 14 S, Range 31 E, NMPM
All Section 15

(d) Creation of the Lone-Wolfcamp Oil Pool in Chaves County
to include;

3
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Township 7 S, Range 31 E, NMPM
‘All Section 7 ‘ - -

(e) Extension of Dollarhide-Queen Pool in Lea County to include:

‘Township 24 S, Range 38 E, NMPM
W/2 Section 31; S/2 Section 29 |

(f) Extension of Drinkard Pool boundary in Liea County to include:

Township 22 S, Range 38 E, NMPM
E/2 Section 18

(g) Extension of Gladiola Pool boundary in Lea County to include:

Township 12 S, Range 37 E, NMPM .
S/2 Section 24

(h) Extension of Moore-Devonian Pool boundary in Lea County
to include:

Township 11 S, Range 32 E, NMPM
S/2 Section 13

CASE 581: General nomenclature case for northwestern New Mexico, providing
- for the following extensions and deletions:

(a) Extension of Blanco-Mesaverde Pool boundary in San Juan
County to include:;

Township 31 N, Range 10 W, NMPM
All Sections 1 - 12, incl.

Township 31 N, Range 9 W, NMPM
All Sections 14 - 17, incl.

Township 32 N, Range 10 W, NMPM
All Sections 8, 17, 20, 34 and 35

Township 32 N, Range 11 W, NMPM
All Sections 19, 20, 21, 28 and 29

{b) Extension of Fulcher Kutz-Pictured Cliffs Pool boundary in San
Juan County to include:

Township 27 N, Range 8 W, NMPM
All Section 7

(c) Deletion from the Fulcher Kutz-Pictured Cliffs Pool boundary
of the following area:
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Township 28 N, Range 11 W, NMPM
All Section 26
* kX

The following Cases 582-590, inclusive, are all brought up by
the Oil Conservation Commission on its own motion for establish-
ment of individual pool rules fdr each pool named, the rules being
concerned with well spacing,, gas proration and allocation, pro-
ration units ,Lpool delineation\and other related matters insofar as
they pertain to the general rules for gas proration as set forth in
Order R-356 in Case 52I:

CASE 582:." Affecting the Jalco Gas Pool, Lea County, as set forth in note above.

CASE 583: Affecting the Langmat Gas Pool, Lea County, as set forth in note
- above. : '

CASE 584: Affecting the Eumont Gas Pool, Lea County, as set forth in note
above.

CASE 585:; Affecting the Arrow Gas Pool, Lea County, as set forth in note
above,

CASE 586: Affecting the Blinebry Gas Pool, Lea County, as set forth above.
CASE 5_§_7_ Affecting the Tubb Gas Pool, Lea County, as set forth above.
CASE 588: Affecting the Amanda Gas Pool, Lea County, as set forth above.
CASE 589: Affecting the Justis Gas Pool, Lea County, as set forth above.

CASE 590: Affecting the Byers-Queén Gas Pool, Lea County, as set forth
- above.
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BETOEE THE OIL COMERRVATION COMMIRSION

IN THE MATERR OF THE MRARING

GALLED BY THE OIL CONSERVARIOX
QUI{I3SION FOR THE PUHPOSE OF
GONSITERING:

™HE APPLICATION OF THE OIL
CONSERVATIOR OOMMISSION OX ITS
OWN MOTION FOR ALL OPERATORS
AND INTERESTED PARTIRS IN 7EB
JALCO GAS POOL 0 HEDV GAUSE
WHY THE RULRS AXD NEGULATIONS
A8 SRT OUT IN OHINR B-356, WITX
- ANY ESSXNTIAL ANEXIMENTS, SEOULD
WOT Z: PUT INTO EFFECT.

Case Yo. 582

Comes mow the mpplicant, Texas Pacifie Coal and 041
Company, and respscifully requests the Commission $o make
avilaile to the applicsat ab the re-hearing the follewing
documents from the Commissien's files:

1. Rules and regulations of the Comsissien with
mt;ltham&z/i e i

2. Transcripts, including all origimal sxhihits,
T e

¥ 2 1950: lhrch , 1951 Aprid 1?51: ﬁv 2,
S 2 5 (ot ;C-;—é)

3. Dockst of Mareh 17, 1953..

. Tramseript of hearing, imsluding all origimal
exhibits, on Mareh 17, 1953, in Cass No. 521.

5. Doekmt of April 16, 1953,V

6. Deskat of May 19, 1953. V"

7. Docket of Juns 16, 19530

8. | Docleé of July 16, 1953.v 5

9. Letber of transmittal dates July ), 1953, frea

A. L. Hill, Chairman of the Advisery Cemmittes, %0 RE. R.
F o P pm-.\,“_#an N



. S

Spurrier, |

10. Transeript of hearing, iasluding all original
exhibits, on JulM6, 1953. |

11. Doekst of August 20, 1953, /

12. Transoript of hesring, insluding all origimal
exhibits, on Case No. 521.245 on Aw\t/ 20, 1993.

13. Order No. R-356 An Case No. 521 dated Auvgust 28,
1553, with eorrestion thersto dated September 21, 1953..

14. Decket of September 17, 1953. v

15. (franscript 3f hearing, imeluding all origimal
exhibivs, on September 17, 1953. |

16. Ofsr ¥o. R-368 in Case No. 582 dated September 28,
1953. 7

17. Dockst of Ostober 15, 19534

18. Transcript of hearing, imsluding all original
-mun./ :7: (3?_9\&;1@; 1953 13 Oase Yo A’“"/ Clze ;"u,

19. Commissien 4 ive dated Oekoder 30, 1953,
directed to the cperators in the nine peels, requesiing
them to sulmit nomimations on preliminary forms awvailabdls at
the Hobbs district offics.)”

20. Memorsudum of ¥, B. Mascey %o the Commission
in Cases Nos. 582 through 590, dated October 30, 1953.

21. Ordsr ¥o. R-368-A in Case No. 582. v

22. Applisatien fer re-hearing ia Case No. 582.."

23. Ordsr Fo. R-368-3 granting re-hearing in\~"
: b Ao o P o

Gase Wo. 582. 5?%@’?5?15 e S eadi B

24. Order ¥o. R-20-A consolidating Cases Nos. 245
and 521, v~

25. Transeript of hearing, insluding all original
exhibits, in Cass No. 583 covering the Langmst peel."”

26. Ordsrs Fo. R-369 and R-369-A in Case No. 583.,

27. TDocket of Hovemder 19, 1983,



I

28. Transeript of Mearing, insluding all original
exhibits, of November 139, 1953, for the purposs of setting
the allowable produstion of gas snd the preliminary
nominations for gas for the first six months of 195'%./

29. Docket of Deesuder 17, 1953.

30. Transeript of Mearing, insluding all original
exhibits, of December 17, 1953, severing the supplemsntal
nominations for Janwary, 19?&.?/

1. Oopy of the allowable order of Desemder, 1953,
containing the allewadle for the first six months of 1954,
aod the Jamusry allovedls for 198.1"

" Applicant further requests $hat ihe shove smmerated
documents de suthenticated or prepared in sash oiher manner
which will b accepted by the Comsission when the sald
documents sre imtrodused into evidence.

VEEREFORE, applicant requesis the above exvmeraisd
documents 3o bé prepared in the nanner refussted and made
ayallable $o the spplicant at the re-hearing.

raey for App nt, |
-2¢xps Pacific Goal and 01l Company,
P. 0. 30:513
Roswell, New Mexice

b

X / / L S e g :
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CASE 596:

CASE 597:

CASE 598:

CASE 599:;

CASE 600:

El Paso Natural's application for compulsory unitization of the E/2
of Section 32, Township 30 North, Range 8 West, San Juan County;
or, in the alternative, for approval of an unorthodox drilling unit of
280 acres in E/2 of said section.

El Paso Natural's application for permission to drill an LPG storage
well in NE NE 16-15N-17W, McKinley County, after washing out a
storage cavity to an approximate depth of 800 feet in the Chinle forma-
tion. ‘ )

Application of Qil Conservation Commission for revision of Rule 104

(b) pertaining in part to well-spacing in San Juan, Rio Arriba, Sandoval
and McKinley Counties, and for a revision of Orders R-59, R-46 and

R -110 pertaining to spacing of gas wells to be drilled to the Pictured
Cliffs and Mesaverde formations.

Southeastern New Mexico nomenclature case, concerned with creation
of new pools and extension of existing pools, all in Lea County:

(a) Creation of the East Hobbs-Seven Rivers Oil Pool for
Seven Rivers production, described as:

Township 18 S, Range 38 E, NMPM
All Section 25

(b) Extension of Crossroads Pool to include S/2 22-9S-36E.

(c) Extension of Denton-Wolfcamp Pool to include N/2 Sect. 26
and all Sect. 36, Township 14 S, Range 37 E; and E/2 10-155-37E.

(d) Extension of Lovington-Paddock Pool to include S/2 25-165-36E.
(e) Extension of Lynch Pool to include E/2 35-205 -34E.

Northwestern New Mexico nomenclature case, providing for extensions
of existing pools in San Juan and Rio Arriba Counties:

(a) Extension of Blanco-Mesaverde Pool to include:

Township 29 N, Range 6 W, NMPM
Sections 19 - 36, incl., all

Township 30 N, Range 6 W, NMPM
Sections 23 and 24, all

Township 28 N, Range 6 W, NMPM
Partial Sections 7 - 12, incl., all;
Sections 13 - 18, incl., all




DOCKET. REGULAR HEARING OCTOB. . 15, 1953

New Mexico Qil Conservation Commission - 9 a.m. Mabry Hall, Santa Fe, New Mexico

FIRST:

565

CASE :

CASE

579:

556

CASE :

CASE

CASE

CASE

CASE

557:

593:

594:

595:

Consideration of the allowable fojr the month of November 1953,

CONTINUED CASES

i

Gulf's application to deviate its Lillie No. 2 Well, drilling at a surface
location 75G' S of N line and 560' E of W line, 23-24S-37E; this directional
drilling contemplated because of geologic trends established in obtaining
production from its Lillie No. 1 Well 241’ to the NW, and to result, if
effected, in the well's being bottomed at a point equivalent to a surface
location 662, 3' S of N line and 3329.5' E of W line of Section 23.

Application of the Qil Conservation Commission for an order creating the
Falby-Yates Pool and deleting certain areas from the Cooper-Jal and
Langlie-Mattix Pools in Lea Coynty. (This case was continued from the
September 17 hearing to await results of bottom-hole pressure surveys
then in progress.)

NEW CASES

(Re-hearing) Phillips' request fc;r permission to effect an oil-o0il dual
completion of its Fort No. 1 Well, NE NE 34-14S-37E. Originally heard
on July 16, this case was set up for re-hearing upon proper petition from
Phillips Petroleum Company and by issuance of Oil Conservation Com-
mission Order R-350-A. :

(Re-hearing) Phillips' request for permission to effect an oil-o0il dual
completion of its Fonzo No. 1 Well, NW NW 35-145-37E. This case also
was first heard on July 16, and is being re-heard on Phillips' petition
(Oil Conservation Commission Qrder R-351-A).

Stanolind's application for dual ¢ompletion of its State 'E', Tract 17,
Well No. 1, SW SE 1-17S-36E. (Qil from Paddock and gas from Queen-
formation. )

Atlantic Pipe Line Company's application for permission to operate a
temporary portable treating pla;it on its Leach Tank Farm (Hobbs) for
processing, treating and reclairﬁing of approximately 25,000 barrels of
basic sediment and water accumulated in tanks thereon, in accordance
with Rule 312.

El Paso Natural's application far compulsory unitization of the E/2 of
Section 32, Township 31 North, i{a,»nge 10 West, San Juan County; or, in
the alternative, for approval of ian unorthodox drilling unit of 240 acres
in E/2 of said section.

vt pog
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Township 29 N, Range 7 W, NMPM
Sections 20 - 29, incl., all;
Sections 32 - 36, incl., all

t

(b) Extension of Aztec-Pictured Cliffs Pool to include 3-29N-10W.

(c) Extension of West Kutz-Pictured Cliffs Pool to include N/2
24-28N-13W.

NOTICE

All interested operators are asked to note that by Commission
order special gas pool hearings have been scheduled as follows
all at 9 a. m., Mabry Halll, Santa Fe:

October 26, 1953 October 27, 1953 QOctober 28, 1953
Jalco Langmat Eumont
Tubb Justis Arrow

Amanda Byers-Queen Blinebry



NEW MEXICO
OIL CONSERVATION COMMISSION

Box 871

Santa Fe, New Mexico

Directive: To all operators in the Eumont, Jalco, Langmat, Blinebry, Tubb,
Justis, Arrow, Amanda and Byers-Queen Pools,

Pending issuance of final orders in Cases 582 through 590 pertaining
to pool rules for the above listed gas pools all operators should take immediate steps
to perform the following, if applicable: .

1. All purchasers or takers of gas.in the above listed 9 pools should
submit nominations on "Preliminary'" Nomination Forms. These forms are aviilable
at our Hobbs district office (Box 2045, Hobbs, New Mexica). These forms should be
mailed to the Santa Fe office (Box 871) of the Commission together with a list of all
wells (showing well location) which the nominations cover. It should be noted that
only those gas wells which are not on the oil proration schedule should be included in
the list and the list should include any wells to which connection is to be made by
January 1, 1954, :

2. All operators of gas wells in any of the above pools should comply
with Rule 11 of Order R-356. In connection with the sybmission of plats only those
plats which contain acreage of 160 acres (a quarter sectibn) will be approved. If an
operator contemplates that he will be able to execute a Communitization Agreement
by January 1, 1954 then the plat should so state.

3. If an operator contemplates a request for an unorthodox gas unit
then immediate steps should be taken to apply to the Commission for such approval
so that it can be considered at the regular hearing of this Commission on December
lq, \

It should be noted that the final orders in these cases can not be
issued until the hearimg-transcripts are received, Therefore, any of the provisions
of this directive may be changed. Upon receipt of orders each operator should
cheek to see that they have’-compﬁed with each provision of the order.

' This directive is designed solely to help operators comply with
the rules.

October 30, 1953

T
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GAS WELL DELIVERABILITY TESTING RULES
AND PROCEDURES FOR THE JALCO FIELD,
LEA COUNTY, NEW MEXICO,.

SECTION A. TYPE OF GAS WELL TESTS REQUIRED:
(1) THE INITIAL POTENTIAL TESTS: An "open flow" test and a

"shut-in pressure" test shall be made immediafely upon completion of
each gas well,

(2) ORIGINAL DELIVERABILITY, AND SHUT-IN PRESSURE TESTS:

A Deliverablility (flow)-and a shut-in pressure test shall be made
and completed on each gas well within thirty (30) days after the first
delivery of gas therefrom into a pipeline, and following & minimum of
seven (7) days continuous production, Report of such tests shall be
made to the Commission upon official Form C=-122=4, marked “Original,
within the month next after such tests are completed.

(3) ANNUAL DELIVERABILITY, AND SHUT~IN PRESSURE TESTS:

Annual deliverability tests and shut~in pressure tests are required
to be made during the period from October 1 through December 31 of each
year of all producing wells; provided, however, that for new wells the
original deliverability and shut-in pressure tests thereof are in lieu
of the annual tests for the year in which such well or wells are come
pleted; results of these annual tests are required to be filed with the
Commission on Form C=122-~A, marked “Annual", within the month next after
completion of such tests. These déliverability tests shall be accepted

in lieu of the annual potential tests previously required by the Commission.



(4) SCHEDULE OF TESTS:

Within thirty (30) days after the effective date of this Order
and at least sixty (60) days before the beginniné of subsequent annual
deliverability test periods, the pipeline companies receiving gas from
wells to be tested shall, 1n cooperation with their respective operators,
‘submit a testing schedule for the annual deliverability and shut=in
pressure tests for all wells connected to their respective pipeline
systems; such test schedules shall be promptly filed with the Commission
for approval, and, if approved, the Commission shall furnish each operator,
as identified by lists of names and addresses furnished by the respective
pipe line companies, with a copy of such schedule as approved by the Come
mission, or a part thereof pertinent to such operatort!s wells, immediately,
in the first instance and thereafter at leaét thirty {30) days before the
beginning of the annual deliverability test perlod of each succeeding
year. In any case where Original deliverability and shut-1in pressure
tests for new wells are to serve as the first annual tests, then and in
that event the opserator shall notify the Commission in writing at least
five (5) days before the commencement of the tests,

In event changes for substantial reasons are necessary in the
annual test schedule, the Commission shgll be notified fifteen (15) days
before tests are scheduled to commence.

(5) WHO MAY WITNESS TESTS: Any Initial Potential Test, Original

or Annual Deliverability and shut-in pressure test may be witnessed by

any or all of the following: a competent representative of the Commission,
an offset operator, a representative of the pipe line company taking gas
from an offset operator, or a representative of a pipe line company taking

gas from the well under test.

- om



Deliverability tests required hereinabove in Paragraphs (2) and
(3) of this section shall determine the calculated deliverability of
each gas well, which shall be reported to the Commission by converting
actual deliverability against existing line pressures to the calculated
deliverability at a pressure equal to eighty (80) percent of the shutein
pressure of each well in the manner hereinafter specified below. Such
calculated deliverability so determined, and hereinafter so referred to,
shall not be considered as the actual deliverability of any well 1into a
gas transportation facility, but shall be used by the Commission as an
index to determine the well's ability to produce at assumed line pressures,
as compared to other wells in the pool under like conditions.

SECTION B. PROGEDURES FOR TESTS:

(1) ORIGINAL DELIVERABILITY AND SHUT-IN PRESSURE TESTS:
The procedure and method for the original deliverability and shut=in

pressure tests is hereinbelow described under annual deliverability tests.

(2) THE ANNUAL DELIVERABILITY AND SHUT-IN PRESSURE TESTS:
(a) These tests shall be taken by unrestrictedly producing the well

into the pipeline. The daily flowing rate shall be determined from an
average of two (2) consecutive producing days, following a minimum of
seven (7) consecutive days continuous production. | All such production
during the seven (7) day conditioning period plus the deliverability test
period shall be at working well head pressures not in excess of seventy-
five (75) per cent of the previous annual seven (7) day shut-in pressure
of such well 1f such previous annual shut-in pressure information 1s
available; otherwise, the seven (7) day initial potential shut-in pressure

of such well shall be used,



The working well head pressure (Py,) of any well under test shall
be determined to bethe two (2)Aday average tubing pressure if the well
is flowing through the casing; or the two (2) day average casing pressure
if the well is flowing through the tubing.

To obtain the shute-in pressure of a well under test the well shall
be shut=-in immediately after the two (2) day deliverability test for the
full period of three (3) consecutive days., Such shutein pressure shall
be measured within the next succeeding twenty-four (24) hours following
the three (3) day shut-in period aforesaid,

All well=hesad pressﬁres as well as the folowing meter pressure
tests which are to be taken at the end of the two (2) day deliverability
test period, as required hereinabove shall be taken with a dead-weight
gauge,

Orifice meter charts shall be used to obtain the average
differential and flowing meter pressures, which pressures are to be
used for calculating the average two (2) deliverability volume of flow
by using the Basic orifice Meter Formula Gh ® C  hypre Orifice meter
charts shall be changed, and so arranged as to reflect upon a single chart
the flow data of gas from each well for the full two (2) day deliverabil-
ity test period. Corrections shall be made for pressure base, measured
flowing temperature, specific gravity and supercompressibiiity (super=~

expansibility); provided however, that if the specific gravity of gas

from any well under test 1s not avallable, then and in that event an
estimated specific gravity may be assumed therefor, based upon that of
gas from nearby wells, the specific gravity of which has been actually

determined by measurement.



The basic orifice flow factor (fiow coefficlent), pressure base
factor, flowing temperature factor, and specific gravity factor shall
be determined by the use of the respective tables published in "Gas
Measurement Committee Report No., 2" (revised, 1948) of the American

Gas Assoclation, New Yprk 17, New York. The tables for the aforemen-
tioned factors and the-method of computation of gas volumes through
orifice flow meters contained in the aforesaid Report No. 2, are hereby
approved.

Correction shall be made for supercompressibility (deviation from
Boyle's law) for flowing meter pressures in excess of 100 psig. by the
use of Simplified Supercompressibility Tables, compiled from C.N.G.A.
Bulletins TS-402 and T8-461, published by John P, Squiers Company, Dallks,
Texas; or California Natural Gasoline Association, Los Angeles, Califor=
nla, Bulletin TS8-402 for flowing meter pressures from 100 to 500 psig.
and bulletin TS-46l, ibid., for flowing meter pressures in excess of
500 psig. Any other tables prepared and based on the above mentioned
California Natural Gasoline Association Bulletins may be used if approved
by the Commission.

when supercompressibility (superexpansibility) correction is made
for a gas containing either nitrogen, carbon dioxide of hydrogen sulfide
in excess of 2 per cent, The pseudocritical pressure and tempe rature
properties of such gas shall be corrected by the use of Table V of the
above mentioned TS-402 for pressure 100=-500 psig and TS-461 for pressures
in excess of 500 psig.

Deliverability pressure, as used herein for the Jalco Pool, is an
arbitrary pressure applied to each well and used in the process of comw

paring the abilities of wells 1in this formation to produce against & back

-5=



pressure equal to eighty (80) percent of the three (3) day shut=-in
pressure of the respective individual wells.

The “"deliverability" of gas at the "deliverabllity pressure" for
any well shall be calculated from test data obtained from the tesfs
hereinabové required by use of the following formula:

D=Q (P°% -pP2g ) O™
(Pzz - PCw )

where:

D ® Deliverability at the deliverbility pressure, Pq. (MCF/D at
standard condition of 15.025 psia and 60° F).

Q ® Daily flow rate in MCF/D at wellhead pressure (P,).

Pe = Shut-in casing (or tubing) wellhead pressure psia,

Pq = Deliverability pressure; 80% of the individual well 72 hour
shut-~in pressure,

Pc e psia

Pw = Average static wellhead pressure, as determined from 48 hour
flow period. psia (casing pressure if flowing through the tubing, or
tubing pressure if flowing through the casing).

n = Slope of the individual well'!s most recent back pressure test
curve, «

(b) in the event it :is impossible to measure accurately the
pressure of the static column of gas due to packer or bridges in the
well bore, then the working wellhead pressure, Py, shall be determined
by adding the calculated pressure drop due to friction in the flowing
column of gas to the actual flowing wellhead pressure. The method of
determining the loss of pressure due to fridion shall be specified on
the test data sheet, C=122-A,

™



(¢) The original and annual deliverability and shut-in pressure
tests as required hereinabove shall be reported upon Commission Form
C=122~A and filed with the Commission as provided hereinabove,

(d) A1l charts relative to original or annual deliverability
tests shall be identified by the words "test Chart No. 1" (2,3,4, etc.),
and any or all charts or photostats thereof shall be made available to

the Commission upon its request.



Deliverability tests required hereinabove in Paragraphs (2) and
(3) of this section shall determine the calculated deliverability of
each gas well, which shall be reported to the Commission by converting
actual deliverabllity against existing line pressures to the calculated
deliverability at a pressure equal to eighty (80) percent of the shut~in
pressure of each well in the manner hereinafter specified below. Such
calculated deliverability so determined, and hereinafter so referred to,
shall not be considered as the actual deliverablility of any well into a
gas transportation facility, but shall be used by the Commission as an
index to determine the well's ability to produce at assumed line pressures,

as compared to other wells in the pool under llke conditions.

SECTION B. PROCEDURES FOR _TESTS:
(1) ORIGINAL DELIVERABILITY AND SHUT-IN PRESSURE TESTS:

The procedure and method for the original deliverability end shut-in
pressure tests 1is hereinbelow described under annual deliverability tests.
(2) THE ANNUAL DELIVERABILITY AND SHUT~IN PRESSURE TESTS:

(a) The daily flowing volume shall be calculated from the rate

indicated at the end of the 48 hour flow periods No change shall be
made in the choke setting or orifice size during ssid flow period which
shall follow a minimum of seven (7) consecutive days continuous produc~
tion,

The working wellhead pressure (Py,) of any well under test shall
be the pressure at the end of the 48 hour deliverability test period.
Said pressure shall be the casing pressure if the well is producing
through the tubing or the tubing pressure if the well 1s producing
through the casinge.



To obtain the shutein pressure of a well under test the well shall
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be shut=in immediately after the two (2) day deliverability test for the
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period of three (3) consecutive days, Such shut~in pressure shall
easured within the next succeeding twenty=four (24) hours following
three (32) day shutein period aforesaid.

All wellhead pressures as well as the flowing meter pressure tests

n are to be taken at the end of the two (2) day deliverability test

peripd, as required hereinabove shall be taken with a dead~welght gauge.
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Orifice meter charts shall be used to obtain the differential and
ing meter pressures, which pressures are to be used for calculating
daily volume of flow by using the Basic Orifice Meter Formula

U

CY{ hy pPre Orifice meter charts shall be changed, and so arranged
|
b reflect upon a single chart the flow data of gas from each well for
full two (2) day deliverability test period. Corrections shall be

for pressure base, measured flowing temperature, specific gravity

and supercompressibility (superexpansibility); provided however, that

| .
if the specific gravity of gas from any well under test is not availlable,

then| and in that event an estimated specific gravity may be assumed

ther%for, based upon that of gas from nearby wells, the specific gravity

forw#ich has been actually determined by measurement.

5 The basic orifice flow factor (flow coefficient), pressure base

|
fact#r, flowing temperature factor, and specific gravity factor shall

|
be d?termined by the use of the respective tables published in "Gas

Measﬁgement Committee Report No. 2" (revised, 1948) of the American

Gas Lssociation, New York 17, New York, The tables for the aforemenw

tion%d factors and the method of computation of gas volumes through
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Correction shall be made for supercompressibility (deviation from
5ts law) for flowing meter pressures in excess of 100 psig. by the
of Simplified Supercompressibility Tebles, compiled from C.N.G.A.
ptins TS=402 and TS=-461, published by John P, Squiers Company,
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he Commission.
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a gas containing either nitrogen, carbon dioxide of hydrogen sulfide
xcess of 2 percent, The pseudocriticel pressure and temperature
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abo]e mentioned TS~L402 for pressure 100-500 psig and TS-461 for pressures

xcess of 500 psig.

Deliverability pressure, as used herein for the Jalco Pool, is an
trary pressure applied to each well and used in the process of come
ng the abilities of wells in this formation to produce agalnst a back
sure equal to eighty (80) per cent of the three (3) day shutein
sure of the respective individual wells.

The "deliverability" of gas at the "deliverability pressure" for
well shall be calculated from test date obtained from the tests

inabove required by use of the following formula:
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Dwd (P2 ~pP2a )"

(77— )

where :

D = Deliverability at the deliverability pressure, Py, (MCF/D at
standard condition of 15,025 psia and 60° F),

Q = Daily flow volume in MCF/D at ﬁellhead pressure (P,).

Pe = Shut-in casing (or tubing) wellhead pressure psia.

Pa = Deliverability pressure; 80% of the individual well 72 hour

shuti«in pressure, P psia.

c?
P, = The static wellhead préssure, as determined at the end of

the |48 hour flow period. psia (casing pressure if flowing through the
tubing, or tubing pressure if flowing through the casing).

n = Slope of the individual well®s most recent back pressure test
curve. A

(b) In the event it is impossible to measure accurately the
pressure of the static column‘of gas due to packer or bridges in the

well bore, then the working wellhead pressure, P, shall be determined

by adding the calculated pressure drop due to friction in the flow}ng
column of gas to the actual flowing wellhead pressure. The method of
determining the loss of pressure due to friction shall be specified on

the [test data sheet.

(¢c) The original and annual deliverability and shut-in pressure
tests as required hereinabove shall be reported upon a modified Commis-
sion Form C~122~A and filed with the Commission as provided hereinabove.
(d) All charts relative to original or annual deliverablility tests
shall be identified by the words “"test Chart No. 1" (2,3,4 etec.), and any
or all charts or photostats thereof shall be made avallable to the Conmis~

sion upon its request.
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Me~Tex Supply Company desires to intervene in this
cause which is for the establishment of spacing and production
regulations for gas wells in the Jalco Pool. Me-Tex Supply
Company Ls an 1lnterested party by reason of the fact that
they are the owners of gas wells located in the Zumont Gas Pool
in Lea County, New Mexlico and said Eumont Gas Pool is served by
the same gas transportation faclilities that serve the Jalco
Pool,

The rules and regulations proposed to be placed into
effect in the Jalco Pool permit the production of more than one
aliowable from a gas well to which more than 160 acres has been
dedicated by the owner thereof. That the Commission has no
Jurlsdiction or power under the laws of New Mexico to permit the
production of more than one allowable from a production unit and
such allowable must be produced from a well located upoun such
production unit. That the proposed rules and regulations, if
placed into effect, would be and are designed to unlawfully
and unequltably ilncrease the gas supply available in the Jalco
Pool to meet the nominations of the transportation facilities
serving, thereby resulting ln & decrease of the nominations of
such gas transportation facilities in the Eumont Pool to the
detriment of the Me-Tex supply Company.

That until the Commisslion establishes, after notice and
hearing, the gas allowable for each pool connected to the same
gas transportation facillities, it is impossible for the interested
parties to determine whether or not an equitable distribution
of the purchnases of such gas transportation facility has been
made bpetween pools as required by the laws of the 3tate of New
Mexico, and for such reason this hearing should be dismissed or
continued until such time as the Commission, after notice and
hearlng, has fixed the allowable gas production for pools
served by the same gas transportation facilities.

WHZREFORE, Me-Tex Supply Company prays that this hearing
be dismissed or contlnued untll such time as the Commission has
fixed, after notice and hearing, the allowable gas production from

the gas pools served by the same gas transportation facilities,.



PRORATION FORMULAE

TYPES OF FORMULAE

There were 157 different prorated reservoirs in
Texas in March, 1953, A study was made to determine what
type formulae were most popular and the results showed the
following: -

Proration Method No. Reservoirs
100% acreage X BHP 63
75% acreage + 25% per well 15
100% acreage 14
53% acreage X RP + 59% potential 14
2/3 acreage X RP 4 1/3 potentilsl 10

100% acreage X RP

2/3 acreage + 1/3 BHP

2/3 acreage X BHP 4 1/3 per well

2/3 acreage 1/3 per well

50% acreage 25% potential + 25% per well
50% acreage X RP + 25% pot. + 25% per well
100% acreage X deliverability

75% acreage X RP + 25% potential

50% acreage + 50% potential

100% net acre feet

50% acreage + 50% per well

100% acreage X potential

50% acreage X BHP + 50% per well

Dt A= D 4
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CASE &4 2-

STATEMENT OF SHELL OIL COMPANY

IN REGARD TO PROPOSED GAS RULES

FOR JALCO FIELD
SEPTEMBER 17, 1953

Shell Cil Company is in general accord with the gas rules as pro-
posed, except for cne feature thereof.

We wish to direct attention to Rule 5, Proration Units, in connec-
tion with Rule 8 under Gas Allocation.

Rule 5 establishes a standard gas proration unit of 158 to 162
contiguous surface acres,

Rule 8 provides, however, that more than one standard proration
unit may be assigned to a gas well provided not more than 6L0 acres are so
assigned, and provided the other requirements of the Section are met,

As written, the rule would apparently leave to the discretion of the
operator whether such additional acreage should be assigned to a well., Also,
as written, there is no requirement that the well to which additional acre-
age is assigned should be shown to be capable of draining such additional
acreages

We feel that this rule could result in grave inequities. An operator
with a single 160-acre tract could be offset or surrcunded by one or more
single ownership units of 6L0 acres. Such operator would have a single unit
allowable. The offset operators, on the other hand, could each assign four
standard units to their wells, and could each obtain a proportionably in-
creased allowable, and could do this even without a showing that their wells
would drain the acreage assigned to such wells.

It is our thought that it would te better to stay with a standard
size unit for allowable purposes, unless, after a hearing, the Commission
permits the assigning of additional acreage and allowable because of the cir-
cumstances existing in the particular case. We realize that there may be
conditions under which additional acreage should be assigned to a well or
wells, but feel that it should be permitted only after hearing, and not solely
at the discretion of an operator. As to the size of the standard unit in
this field, in view of the fact that the field has been developed to date on

oy, spacing, we feel that _ /£ ¢  acres should constitute the

standard unit therein,




Exhibit Number 1
Witness: Rex D. Fowler

PERMIAN BASIN PIPELINE COMPANY

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

Case No. 582 Case No. 583 Case No. 584 Case No. 585
QOrder No. R-368 Order No. R-369 Order No, R-370 QOrder No, R-371
Case No. 586 Case No. 587 Case No. 589 Case No, 590
Order No., R-372 Order No., R-373 Order No, R-375 Order No. R-376

DEFINITIONS FOR INCLUSION WITHIN
NEW MEXICO OIL CONSERVATION COMMISSION RULES AND REGULATIONS

"Deliverability’' Shall be deemed to be the ability of a gas well to produce gas

against 80% of said gas wells shut-in pressure under stabilized flow conditions
expressed in MCF per day, (Deliverability and shut-in pressure tests shall be
taken in accordance with rules and regulations established by the Commission).

"Acreage Factor! Shall be deemed to mean the number of acres permitted by the
Commission to be attributed to a gas well for proration purposes divided by the
number of acres established by the Commission as a standard proration unit., A
standard proration unit for the purpose of illustration is assumed to contain 160-
acres, Expressed as a mathematical formula, said acreage factor may be set
forth as follows:

Acreage Factor = No. of Acres Attributable
160

METHOD FOR DETERMINING MONTHLY CURRENT ALLOW-
ABLE FOR EACH GAS WELL WITHIN ANY GAS POOL.

1. Determine, in accordance with rules and regulations of the Commission, the
total pool allowable to be allocated during the month under consideration to the
participating wells within that pool.

2,.Multiply the Acreage Factor for each well by its deliverability,

3. Summate the products determined in Item 2,

4, Determine the pool proration factor for the month by dividing the total

pool current monthly allowable {Item 1,) by the summation of Acreage



Factor times Deliverability products (Item 3.)

5. Determine each wells current monthly allowable by multiplying
the pool proration factor (Item 4.) by the product of Deliverability
times Acreage Factor (Item 2,)
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THE COMPANY WILL APPRECIATE SUGGESTIONS FROM ITS PATRONS CONCEBNING ITS SERVICE



MEMORANDUM

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

Subject: Cases 582 through 590: General rules for the prorationing of
gas in the Jalco, Langmat, Eumont, Arrow, Amanda, Blinebry,
Tubb, Justis and Byers-Queen Gas Pools,

In accordance with Mr. Spurrier's request, following are my recom-
mendations pertaining to the above listed Cases held in Santa Fe, on October 26
through 28, in order to evaluate the basic recommendations the following history
of these cases should be observed.

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

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

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

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



Rule 3: An appropriate revision of Rule 3, pertinent to each pool name
should te inserted in each set of pool rules,

Riule 4;: Th's provision should be set forth in each set of pool rules,

Rule 5;: This Rule and a portion of Rule 8 pertaining to Proration units and
th: formation of unorthodox gas units should be amended in such a manner to limit
the standard proration unit to a legal quarter section of approximately 160 acres and
al:owing exceptions thereto oniy after notice and hearing. Exceptions should be
irmited to only extireme cases where Communitization is impractical because of the
prescence of a well which has been producing for considerable length of time, or
where acreage is so situated that well locations can be adequately placed so as to
:nsure adequate unit dra‘nage 1n sp:ite of the unorthodox unit and the correlative
r.ghts of everyone are protected. Furthermore, a policy of not approving unorthodox
un:ts where another unorthodox unit is formed thereby (thus starting a chain reaction)
should be strictly adhered to. It is recognized that this policy which in effect promotes
*he formation of communitization or pooling agreements will cause some more work
on the part of everycne concerned but the tnequities which could arise from a large
number eof unorthodox wnits far out-weighs the work involved.

Since it is confemplated that the proration period in each pool will
start January 1, 195%, it is entirely possible that a great number of Communitization
Agreements will be delayed in execution until after the start of the proration period
o+ after the completion of the well, Therefore, it ts recommended that each pool
order contain a provision outlining a policy which would allow the total acreage
iormed by the agreement, and thus dedicated to a well, be made retroactive to the
f-rst day of the proration period or the first day the well produces, whichever date
15 the later, provided, that the executed Communitization Agreement is in force
and effect on the last day of the proration period.

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

Rule 8: Ths= first sentence of Rule 8 should be tncluded as the last paragraph
and the remaining provisions of the rule deleted from all pool rules. This will re-
q.re the re-numbering of Rules 9 through 15, The reason for the deletion of that
pu-tion of Rule 8 is gutiined ir my remarks under Rule 5,

Rules 9 through 15; The provisions of these rules should be incorporated
- «ach set of pocl rules without any changes.

Further Rezommendations:

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



In-tially each purchaser or taker of gas should also include with
his nominations the well or wells from which he desires to purchase gas January
1, 1954, This would aliow the Commission staff an opportunity to check to see
thar each well to be listed on the schedule is known beforehand and that the well is
not also listed on the oil proration schedule,

Ir this connection [ believe it also advisable to point out that a
provision should be inserted in each pool order stating that the Commission will
centinue to prerate those oil welis which lie within the productive limits of defined
gas poecls as oll wells pending a complete study and redesignation of some of the oil
welis and possibly a re-definition of both oil pools and gas pools. In order to facilitate
this study, all operators in all of the producing pools should be required to submit to
the Commission an electric log or sample log, if available, on each well producing
from the same zone within the defined limits of each gas pool.

It s also recommended that an ‘Order be entered immediately in
Case 245 outlining the recommended changes in pool nomenclature as made by the
stb-committee in this case at previous hearings, It is also suggested that as soon
as this Qrder is entered, the Hobbs office sent out Form C-123 requesting pool
extensions which have not yet been made so that a hearing can be held in December
to consider these pocl extensions,

Due to the fact that considerable testimony was entered by the
P:peline Companies in the 9 pool cases requesting some form of a deliverability
formula it is recommended that the Commission, through its staff, take immediate
steps to outline an adequate gas well testing program to govern all gas wells in south-
eastern New Mexico. In connection with this, the Commission should supply adequate
tables and forms in order that any deliverability formula can be properly evaluated
after the necessarv well tests are performed. In this connection each pool order
should contain a provision that well tests in that particular pool should be made in
accordance with testing procedure approved by the Commission,

It is also recommended that the Commission carefully consider the
advisability of »efusing to approve any subsequent dual conpletions (gas-oil or gas-gas)
where the recompletion information shows that the well is not located upon a standard
160 acre proration unit, It should also be noted that some operators might construe
approval of a dual to mean also approval of an unorthodox gas unit.

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

W:th particular reference to the Blinebry Pool a study should be
made immediately on the withdrawals of gas and oil from this reservoir and a deter-
mination made after proper notice and hearing of some volumetric withdrawal formula.

October 30, 1953



BEFORE THE
OIL CONSBRVATION COMNISSION

Santa Fe, New Mexico
September 17, 1953

In the Matter of:

The application of the 0il Conservation
Commission upon its own motion for an
order establishing pool rules for the
Jalco gas pool, Lea County, New Mexico,
sald rules being concerned with well
Bpacing, gas proration and allosation,
proration units, pool delineation and
other related matters insofar as they per-
tain to the general rules for gas prora-
téan as set forth in Order R-356 in Case
521,

The spplication of the 0il Conservation ;
)

Cases Nos.

582,

Commission upon its own motion for an or-
der estadblishing pool rules for the Lang-
mat gas pool, Lea County, New Mexico, said
rules being concerned with well spacing,
gas proration and allocation, proration
units, pool delinesgtion and other related
matters insofar as they pertain to the
general rules for zas proration as set
forth in Order R~330 in Case 521,

The application of the 01l Conservation
Commission upon its own motion for an or-
der establishing pool rules for the Bumont
gas poal, Lea County, New Mexico, saild
rules being concerned with well spacing,
gas proration and allocation, proration
units, pool delineation and other related
matters insofar as they pertain to the
general rules for gas proration as set
forth in Order R-356 in Case 52},

The application of the @il Conservation

Commission upon its own motion for an order)
eatablishing pool rules for the Arrow gzas

pool, lLea County, New Mexico, said rules

being concerned with well spacing, gas 585,

583 s i

584,

*\\



proretion and allocation, proration units,
pool delineation and other related matters
insofar as they pertain to the general
rules for gas proration as set forth in
Order R-350 in Case 521,

The application of the 0il Conservation
Commisasion upon its own motion for an or-
der establishing pool rules for the Bline-
bry gas pool, Lea County, New Mexico,

sald rules being concerned with well spac-
ing, zas proration and allccation, pro-
ration unite, pool delineation and other
related matters insofar as they pertain to
the general rules for gas proration as set
forth in Order R-356 in Case 521,

The epplication of the 01l Conservation
Commission upon 1its own motion for an or-
der eatablishing pool rules for the Tubdbd
gas pool, Lea County, New Mexico, said
rules being concerned with well spacing,
gas preration and allocation, proration
units, pool delinsation and other related
matters insofar as they pertain to the
general rules for gas proration as set
forth in Order R-356 in Case 521,

The application of the 0il Conservation
Commission upon its own motion for an or-
der establishing pool rules for the Amanda
gas pool, Lea County, New Mexico, said
rules being concerned with well spacing,
gas proration and allocation, proration
units, pool delineation &nd other related
matters insofar as they pertain to the
general rules for gas proration as set
forth in Order R-356 in Case 521,

The application of the 0il Concervation
Commission upon its own motion for an or-
der establishing pool rules for the Justis
gas pool, Lea County, New Mexico, said
rules belng concerned with well spacing,
gas proration and allogation, preration
units, pool delineation and other related
matters insofar as they pertain to the
general rules for gas prorsation as set
forth in Order R-355 in Case 521,

The application of the 011 Conservation )
Commission upon its own motion for an order}
establishing pool rules for the Byers-Queen

586, £

587,

588, “

589, 4



gas pool, lea County, New Mexico, said

rules being concerned with well spaecing, and
gas proration and allocatien, proration

units, pocl delineation and other related

matters insofar as they pertain to the 590
general rules for gas proration a&s set ‘
forth in Order R-356 in Case 521. (Consolidated)

TRANSCRIPT OF HEARING

(Notice of Publication resd by Mr. Graham)

MR, STAHL: My name is 3Stahl, representing Permian Basin
Pipeline Company. In behalf of the Permian Basin Pipeline
Company, I would like to move that the cases be continued until
the October hearing for this very good reason. I believe that
we just got ouv notice that these cases were set sbout a week
agec and we just haven't had enough time. If this motion is not
granted, I would like to have an o¢pportunity tc make a further
proposal,

MR. SPURRIER: Anyone else? Mr. Blckel.

MR, BICKEL: C. E. Bickel with Shell 0il Company. With
respect to the field in Cases 582, 583, 584, 586, 587 and 590,
1 would like to read for the record, the following:

Shell Qi1 Company is in general ac¢cord with the gas rules
as proposed, exeept»far one feature thereof,

We wish to direct attention to Rule 5, Proration Units, in
connection with Rule & under Gas allogation,

Rule 5 establishes s standard ges proration unit of 158 to
162 contiguous surface acres.

Rule & provides, however, that more than one standard pro-
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ration unit may be assigned to a gas well provided not more
than 550 acres are sc assigned, and provided the other require-
ments of the Section are met,

As written, the rule would apparently leave to the discretion
of the operator whether such additional acreage should be assigned
to & well. Also, &8s written, there is no requirement that the
well to which additional acreage is asalgned should be shown to
be capable of draining such additional acreage.

We feel that this rule could result in grave inegquities., An
operator with a single 160-acre tract could be offset or surrounded
by one or more single ownerahip units of 640 acres. Such operator
would have a single unit allowable. The offset operators, on
the other hand, could each assign four standard units to thelir
wells, and could each obtain a proportionably increased allowable,
and could do this even without a showing that their wells would
drain the acreage assigned to such wells.

It 18 our thought that it would be better to stay with a
standard size unit for allowable purposes, unless, after s hearing,
the Commission permits the assigning of additional acreage and
allowable because of the ciroumstances existing in the particular
case. We realize that there may be conditions under whiceh addition-
al acreage should be assigned to a well or wells, but feel
that it should be permitted only after hearing, and not solely
at the discretion of an operstor. As to the size of the standard
unit in this fleld, in view of the fact that the field has been



daveloped to date on 140 acre spacing, we feel that 160 acres
should constitute the standard unit therein,

MR. SPURRIER: Anyone else? Mr. Davis.

MR, DAVIS: Quilman Davis, representing Southern Union Gas
Company. First, we would like to concur with Mr. Stahl's motion
to have these consolidated cases continued until the Oetober
hearing. We have found several ineonsistent provisions in these
rules in addition to the cnes submitted by Shell and we feel that
sdditional time should be given before the Commission voiced any
objections or any suggested changes and after more time than a
thirty or forty minute hearing.

MR. SPURRIER: Anyone elgse? Judge Foster.

JUDGE FOSTER: E. H. Foster, representing Phillips Petroleum
Company. We don't feel that any real purpose can be accomplished
by c¢ontinuing these cases, It is our thought in the matter that
the only way to start prorating is to just start,

We have given a good deal of thought to this matter I believe,
in the Advisory Committee, We have come up with some rules that
are lmperfect of course, but, the only way I know to really get
something accomplished 18 to put these rules into effect and then
with respect to each particular fleld, let those that are interested
in that fileld come in and demonstrate to the Commiasion wherein
they feel that the rule should be changed and modified.

Now, the Shell, I think, has made a suggestion here that has
2 good deal of merit. We reallze, I think sll of us on the
Advisory Committee that the establishment of the unit the way



that it is proposed might work some hardship in some flelds.
Of course 1t is perfectly obviocus to me that you don't want to
establish 160 acre standard proration units in any field when a
well will efficiently and economically draln & greater area but,
we could spend a month here trying to determine what the drainage
area of & well is, in any particulser ares and by losing & lot of
valuable time and I've mlways observed that we can see a lot further
out of the hack of a wagon than we can out of the frot of it
because all you do there is just see where you've been instead
of finding out where you're going. (Laughter) |

Now, if you want to get proration atarted, why you've got
to put in some set of rules and then you will have something to
shoot at and it will be my suggestion to the Commiasion, for
whatever it may be worth, based on what little experlence I've
had in gas proration matters that you Just put these rules into
erfeét and if they don't work or if the operators in the particular
field can come in and demonstrate what they want, and there will
be instances where they will do just that, why, then you can
change them or modify them to suit the particular c¢ircumastances
in that field. But, if you try and work out a perfect set of
rules here for these different flelds, it will be a year or two
before you get any proration started in any of these [ields.

MR, SPURRIER: We have two motions before the Commission
now., Mr, Campbell.

MR, CAMPBELL: Jack M, Campbell, Roswell, New Mexico., I
would like to mske a statement in bLehalfl of Texas Pacific Coal
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and 011 Company.

It 1s our feelinz that the Commission, in adopting the rules
which they adopted in a standby capacity, acted properly and
that the orderly way to proceed 1s to hold pool hearings to
determine whether proration is required in each gas pool. It
may be that the statute is wrong in that regard but we feel
that that is what the statute requires the Commission to do., We
feel that there has not been ample time with regeard to partiocular
fields and that the Commission must know that we cannot possibly
put field rules in effect in nine {(9) gas pools in New Mexico
upon a hearing lasting a few minutes,

We feel that in the interest of orderly procedure however,
the Commission should and may have in mind aeme‘method of pro-
cedure by which the pools can be brought up for hearing at an
early date in order that the necessary evidence can be obtained
and offered by the interested parties.

We still maintain that gas proration can be put into effect in
New Mexico only by pool and that the Commission must find that
there is a gas pool and properly define 1t. They must find that
proration 1s necessary in that gas pool and they then must adopt
rules, either the standby rules that they have in effest now,
or special rules for that pool.

We join in the motion for continuance of these cases with
the ldea in mind that there will be individual gas pool hearings
to establish proration where it 1s considered by the Commission

necessary.



MR. SPURRIER: Anyone else? Mr. Hinkle.

MR, HINKLE: Clarence Hinkle, representing Humble Qi1 and
Refining Company. The Humble would like to endorse the statements
made by Mr, Foster in behalf of Phillips Petroleum Company.

Humble feels, as FPhillips, that it is going to take considerable
time to put proration into effect in these pools if we go ahead
and have a long hearing for the adoption of the field rules in
each of these pools,

We believe that proration c¢an be put into effect successfully
by the use of the gzeneral rules which have been adopted by the
Commission. Practically, we do not believe that a good and equit-
able set of speclal rules can be adopted until you have a pro-
ration schedule and until you have some fileld experience. There
may be some rule that could be adopted by you cannot adopt a full
get of rules unless you have some experience in connection
with the fleld.

We belleve that the Commiasion should go ahead and take
necessary steps &t the present time to c¢all for the plats that
are necessary and to call for nominations at the earliest possible
time,

MR, SPURRIER: Any one else? M-, Hiltz.

MR, HILTZ: R. G. Hiltz for Stsnolind. I would Just like to
state that we feel that the rules that were adopted by the Com~
mission on the recommendation of the industry Advisory Committee
are based on sound principles and experience in other aress.



We believe that they sre workable and equitable and we believe
that they should be adopted however, we have no objection to the
cases being continued to get additional information on the fields,
on individual fields,

MR. SPURRIER: Anyone else? Mr. Halloway.

MR. HALLOWAY: Halloway for Tidewater Associated 0il Company.
We would like to conecur in the statement made by Mr. Hinkle, I'd
also like to ask a question in behalf of myself.

With reference to the proration unit which states that it
shall be 1n substantially the form of & square, which will be a
legel subdivision guarter section of U. 8. Public Land Survey,

I talked to some that sat in on these committees or sub-committeea
and find that they were of the opinion that if you had 160 acres
whether 1t was a quarter section or not, provided it was contig-
uous, would make & proration unit. I want to get that clear, I
want to know how to file thesse plats,

MR, SPURRIER: Well, the general rules states Mr. Halloway,
that it sh?ll be in the form of & square for substantially a
quarter section.

MR, HALLOWAY: Rule 104, 1is that right?

MR, SPURRIER: That's right.

MR. MALLOWAY: Now, what 1s goling to happen if you deviate
from that, that's what I want to know?

MR, MACEY: Every neighbor that you have will have to do
the same thing.

MR. HALLOWAY: Well, that brings this question then. Is
the Commission prepared to foree units. We have an instance or
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two where we have invited our neightors in and they didn't want
to join, Where does that leave us, or our neighdbors, or the Com~
mission?

MR, MACEY: Well, it's a drilling block, I believe we have
forced them in the past and I believe if you ask for 1t, we will
try again.

The reason that rule was drawn as it is, there are some here
who remember - 1949 -, was because an irregular tract immedistely
creates several more irregular tracts and to keep it under control
we feel that it should remain in the form of a square.

MR, HALLOWAY: That's a very nest way to handle it. 1It's
going to bring a lot of problems about. I asked the question a
few months ago at a hearing, as to what was going to happen to a
great number of wells, gas wells,, that have previously been
completed on 40, 80 or 120 acres and I was, I believe Mr. Macey,
advised that they'd Just be forced to reduce to sereage they had.
But, there is no provision made to take care of similar circumstan-
ces in the future.

MR. MACEY: Mr. Halloway, the rule that you are guoting says
that a standard proration unit, this i1s in the sbsence of special
rules for the pool, a standard unit is a legal quarter section.

It also provides for an exception to that by getting walvers from
offsets for other than the acreage conforming to a legal quarter
section., In fact it provides that you c¢an get it approved without
going to a hearing by getting waivers from the offset operators.

If you don't get the waivers, you can come up for s hearing. I



frankly think that the Commission has to insist on standard
acreage basis and make that the rule nﬁd allow for the exception
to be approved proporticnately.

MR. HALLOWAY: My question was only to gulde me as ] stated,
Because I am going to be called upon to tell someone to form these
plats that we must submlit and I didn't want to file plats that
wouldn't be acceptable to the Commission and if we have contiguous
acreage we think is productive and they Just don't want to Join
of course, we won't get the benefit of that acreage and that was
the reason for my question.

MR. MACEY: I think basically that if you've got 160 acres in
the northeast guarter or scuthwest qQuarter of the section that
you've got a standard unit. If you've got four contiguous lote
of 40 acre tracts then you ¢an get an exception provided you get
approval from your offset operators or after a hearing. It further
provides that you can form abnormal units greater than standard
units. It's an automatic procedure in here but I believe it prob-
ably ought to be after notlce and hearing specifically.

MR. HALLOWAY: There's a great many cases in our company. In
fact in a case we just had - we have 400 acres. We own the E/2
of Section 24 and additional S0 acres all contiguous. From the
time we drilled our well we invited our neighbors to Join us and
they were interested, and I just wondered how to file a plat in
a case like that.

MR. MACEY: You can get rellef from that by simply making
application to the Commission for approval.



MR, SPURRIER: Anyone else? Mr. Howell

MR, HOWELL: I am Ben Howell, representing El1 Paso Nabtural Gas.
There are a number of pools that are mentioned here that I am
informed we don't have any connection with and of course not
interested in so we are not speaking as to those. There are
some pools on which we don't think proration should be imposed
at this time. There 1s one pool that I sm informed has four
wells as listed here. We see no good purpose for imposing pro-
ration rules on that pool and we think that as to each pool
that the field sround each pool should be developed and a deter-~
mination made pool by pool.

MR. SPURRIER: Anyone else? Mr. Dipple.

MR. DIPPLE: I am Harry Dipple representing Continental 01l
Company. We want to coneur entirely in everything that Judge
Poster szid in behalf of Phillips and in what Mr. Hinkle said
in behalf of Humble and urge the Commission to put these pro-
ration rules into effect at the earliest possible time.

MR, SPURRIER: Anyone else? Mr. Christie.

MR, CHRISTIE: R. 8. Christie,; representing Amerada Petroleum
Corporation, We just want to concur on what JudgeFoster has said
and the Humble representative and some of the others and further
suggest that the Commission eniist the help of the New Mexico
011 and Gas Engineering Committee to help formmlate these
different pool rules,

MR. SPURRIER: Anyone else? If there is no one else to
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be heard, we will take the case under advisement and we'll
recess to heer the rest of the cases at 9 o'cloek in the

morning.
(RECESS)

e

I, Virginia M. Chavez, hereby certify that the above and
foregoing transcript of proceedings in Cases 582 through 590,
inclusive, Consolidated, taken before the 011 Conservation
Commission on September 17, 1953, at Santa Pe, New Mexico,
is true and correct to the best of my knowledge skill and
ability.

Pated at Santa Fe, New Mexico, this 19th day of October,

1953.




(AS PURCHASE AGREEMENT

THIS AGREEMENT, made and entered into tnis day of

1953, Ly and between EL PASO NATURAL GAS COMPANY, a

2

Delaware corporation with offices at E1 Paso, Texas, hereinafter

referred to as "Buyer", and

s With offices at

hereinafter referred tc as "Seller';

That, for and in consideration of the sum of One and No/100
Dollars ($1.00) cash in hand paid to Seller by Buyer, the receipt
of which is hereby acknowledged, and of the covenants and agree-
ments hereinafter set out, Buyer and Seller do hereby contract,
covenant and agree with each other as follows:

ARTICLE T

Avallability of Gas

Seller covenants and represents that it is the owner of or
has interest in valid and subsisting o0il and gas mining leases
covering lands in Lea County, New Mexico, said leases belng des-
cribed in Exhibit "A", attached hereto and made a part hereof.

ARTICLE IT

Purchase and Sale

Section 1. For the term of this agreement, and subject to
the exceptions and reservations herein contained, Seller hereby
agrees to sell and deliver to Buyer, and Buyer agrees to purchase

and receive from Seller, in the usual conduct of its business,
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respective terms of %She oll and gas mining leases under which
Seller 1s operating

Seller shall not be required, except in 1ts sole judgement
and discretion, to drill, rework, recondition, recomplete or
repair any we!l now or hereafter capable of producing gas subject
to this agreement, and Seller shall not be opbligated to maintain
in force and effect any of the said leases, or any right, title
or interest thereunder Seller ghall have the sole right to
determire when any well will be abandoned.

Section 4. Title to and ownership of the gas delivered here-
under, as well as title to and ownership of all gasoline and other
hydrocarbons which are in a gaseous state at the time of delivery,
shall pass to and absolutely ves®t in Buyer at the point of
delivery, as hereinabove provided.

Section 5. The term "gas well”, as used herein, shall mean
any well classified respectively as such by any regulatory body
having jurisdiction or, in the absence of such classification, any
well so classified respectively by mutual agreement of the parties
hereto .

Section 6, Unless it elects to do so, Buyer shall not be
obligated to purchase any gas subject to this agreement which 1is
not "merchantable gas" at the point of delivery. '"Merchantable
gas", as used herein, shall mean gas contalning not more than one
thousand (1,000) grains total sulphur per one hundred (100) cubic
feet, nor more than five percent (5%) of carbon dioxide, and

having a gross heating value of not léess than nine hundred fifty
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(950) British thermal units per cubic foot of gas at a tempera-
ture of sixty degrees (600) Fahrenheit, when saturated with water
vapor and at an absolute pressure equivalent to thirty inches
(30") of mercury at thirty-two degrees (32°) Fahrenheit. Such
gas shall be reasonably free from objectionable liquids. Except
as provided 1in Article VI hereof, Seller shall never be required
to treat gas to render 1t merchantable.

Buyer shall have the right to refuse to take gas from any
well 1f 1t fails to meet any of the above specifications, and in
the event Buyer shall not commence taking gas from any such well
within ninety (90) days after receipt of notification from Seller
that gas from such well is available, the well and the acreage
allocatlon unit upon which 1t is located shall thereafter be con-
sidered released from the terms of this agreement.

ARTICLE ITI

Right-of-Way

Section 1. Seller grants to Buyer so far as Selger has the
right to do so, right-of-way on sald premises and other lands con-
trolled by Seller for Buyer's gathering p;pe lines and other
equipment as may be necessary, right of ingress and egress to and
from said premises, and the further right to do thereon acts
necessary or convenient for the carrying out of the terms of thils
agreement,

Section 2. All equipment placed on said premises by Buyer
shall be and remain its property and shall be subJect to removal

by it at any time.



Buyer shall have the right toc regulate the flow of gas at
the poin* of delivery ingofar zg the fluctuating demand of
Buyer's market 1s concerned, but such regulation shall be subject
to control by Selier insofar as the ability of any well or wells
to produce and, insofar as possible, well or reservolr damages by

excessive rates of withidrawal are concerned.

Section I Buyer shall take gas hereunder at natural flow-
ing pressures at the point of delivery, and shall have the right
to operate its high pressure gathering system at pressures not
to exceed six hundred pounds (600#) per square inch gauge. In the
event any well becomes incapable of producing at least one million
one hundred thousand (1,100,000) cubic feet of gas per day at a
flowing pressure of six hundred pounds (600#) per square inch
gauge, or at the existing pressure of Buyer's high pressure
gathering system, whichever is lower, Buyer agrges either to lower
immediately the pressure on its gathering system to the extent
necessary to permit delivery of gas from such well in such quantity,
or to install immedlately sufficient compression facilities to per-
mit the delivery of gas in such gquantity from such well at the
operating pressure of Buyer's gatherlng system, and thereafter
Buyer shall maintaln such compression facilities in operation to

the extent necessary to enable such well to deliver into Buyer's
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gathering system the volume of gas which Buyer has herein con-
tracted to take from such well. .

Buyer shall not discontinue taking gas from any well covered
hereby so long as such well will produce at a wellhead flowing
pressure of at least one hundred pounds (100#) per square inch
gauge .

Buyer shall have the right to refuse to take gas from any well
producing at a wellhead {lowling pressure of less Than one hundred
pounds (100#) per square inch gauge, but Seller shall have the
right to install compression facilitiessyneressary to permit any
such well to produce at said pressure in which event Buyer shall
be obligated to continue to purchase gas from such well in accord-
ance with the terms hereof In the event Seller does not elect to
Install compression facilities as above provided, and Buyer fails
or refuses to commence taking gas from any such well within ninety
(90) days after receipt of notification from Seller that gas from
such well is available, such well and the acreage allocation unit
on which it is located shall thereafter be considered released
from this agreement.

Section 2. Buyer shall have the right to operate its gather-
ing system for gas produced from depths greater than five thousand
(5,000) feet from the surface of the earth at working pressures as
high as eight hundred fifty pounds (850#) per square inch gauge as
long as such wells are capable of producing their respective allow-

ables against such higher pressures.
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In appiying the provisions of Section 1 above to wells pro-
ducing from depths greater than five thousand (5,000) feet from
the surface of the eartn, orne million seven hundred Fifty
thousand (2,750,000) shall be substituted for the figure ore million
one hundred thousand (1,100,000) appearing therein.
ARTICLE VI

Drips and Separators

<

Seller agrees Lo irstall all drips. separators and other
devices that may be found necessary to separate crude oll,
hydrocarbons and/or water in its liquid state from the gas 2o that
such oil, liquid hydrocarbons and/or water in its liquid state may
be kept from entering Buyer's pipe line, all oil and liquid hydro-
carbong so separated being the property of Seller.

ARTICLE VII

Meters
Section 1 Byyer, at its sole cost and expense, shall in-

stall, maintain and operate at each polint of delivery a standard
type orifice meter for the measuring of the quantity of gas deli-

vered hereunder. Orifice meters shall be installed and operated

-

{

in accordance with the specificaticns prescribed in Gas Measure-
ment Committes Report No. 2, dated May 6, 1935, of the Natural Gas

Department of the American Gas Association. Buyer shall cause the
&

2

charts on such meter to be changed dally or weekly, as may be
agreed upon by the parties hereto. The respective meter, meter
readings and meter charts shall be accegsible, at all reasonable

times To inspection and examination by Seller.
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Section 2. From time to time and at least once in each three
(3) months, the accuracy of Buyer's measuring equipment shall be
verified by and at the expense of Buyer. If either party at any
time shall notify the other that it desires a special test of any
meter, the other party shall cooperate to secure an immediate veri-
fication of the accuracy of such meter and Joint observation of any
adjustments . Buyer shall give notice to Seller of the time of all
tests, 1n order that 3eller may conveniently have its representative
present. Reading, calibration and adjustment of Buyer's mebters and
changing of charts shall be done only by Buyer.

Section 3. If, upon any test, the percentage of inaccuracy
shall be two percent (2%) or more, the registration of such meter
shall be corrected at the rate of such inaccuracy for any period
which is definitely known or agreed upon, but in case the period is
not definitely known or agreed upon, then for a period extending
back one-half (1/2) of the time elapsed since the date of the last
calibration. Following any test, metering equipment found in-
accurate shall be immediately restored by Buyer as closely as
possible to a condition of accuracy. If, for any reason, any meter
1s out of service and/or out of repair so that the amount of gas
delivered cannot be estimated or computed from the reading thereof,
the amount of gas delivered through the period such meter 1s out
of service and/or out of repalr shall be estimated and agreed upon
by the parties heretc upon the basis of the best data available,
using the first of the followlng methods which is feasible:

a. By correcting the error if the percentage of error 1is
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ascertainable by calibration test or mathematical calculation.

b. By using the registration of Seller's check meter if in-
stalled and accurately registering.

¢. By estimating the quantity of delivery by deliveries
during preceding periods under similar conditions when the meter was
registering accurately.

Section 4. Seller may, at its cption and expense, install and
operate a check meter to check Buyer's meter, but measurement of gas
for the purpose of this agreement shall be by Buyer's meter, except
as hereinabove specifically provided to the contrary.

ARTICLE VIIL

Gag Measurement

Section 1. The unit of measurement [or all purposes hereunder
except for the computation of volumes for the application of the
price provisions of Article XII hereof shall be one thousand (1,000)
cubic feet at a base temperature of sixty (60) degrees Fahrenheit
and at a base pressure of fifteen and twenty-five thousandths pounds
(15.025#) per square inch absolute.

The unit of measurement for computation of volume for the app-
lication of the price provisions of Article XII hereof shall be one
thousand (1,000) cubic feet at a base temperature of sixty (60)
degrees Fahrenheit and at a base pressure of fourteen and sixty-five
hundredths pounds (14.65#) per square inch absolute.

Section 2. The volumes of gas delivered hereunder shall be
computed 1in accordance with the specifications prescribed in Gas
Measurement Committee Report No. 2, dated May 6, 1935, of the
Natural Gas Department of the American Gas Association as supple-
mented and modified to the date hereof, applied in a practical
and appropriate manner, and proper correction shall be made for

deviation of the gas from Boyle's Law in accordance with Bulletin
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TS-402 or Bulletin TS-461 {whichever is applicable) of the
California Natural Gasoline Associatilon.

Section 3  For the purpose of measurement, the average:
absolute atmospheric (barometric) pressure shall be assumed to
be thirteen and two-tenths pounds (13.2#) to the square inch,
irrespective of the actual elevation or location of the delivery
point above sea level or of variations in such barometric
pressure from time to tige. For meters of the crifice type. tThe
following factors shall be given due consideration:

a. The temperature of the gas flowing through Buyer's
meter shall be obtained by the use of a recording thermometer so
installed by Buyer that it may properly record the temperature
of such gas. The arithmetical average of the hourly temperature
shall be used to make proper computations of volume hereunder.

b. The specific gravity of the natural gas shall be de-
termined by Buyer each three (3) months (Jjoint tests 1if desired
by Seller) on or as near the first of each three (3) months'
period as practicable, by means of an Edwards Balance or by such
other method as may be agreed upon by the parties hereto. Such
test shall determine the specific gravlty to be used in computa-
tions for the measurement of gas deliveries during such three (3)
months' period.

Buyer shall give notice to Seller of the time of all tests
(including gasoline content tests) of gas delivered hereunder or
of any equipment used in measuring or determining the nature or

guality of such gas, iIn order that Seller may conveniently have
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its representative present. Should Seller not be satisfied with

any such test, it shall so notify Buyer and Buyer shall perform

such retests as may be necessary to assure an accurate test.
ARTICLE IX

Gasoline Content Tests

Tests for the determination of gasoline content of the gas
sold hereunder shall be made by Buyer each three (3) months, on
or as near the first of cach three (3) months' period as prac-
ticable. The Natural Gasoline Assocliation of America standard
charcoal method, or such other method as may be agreed upon, shall
be used in making such tests. The content so determined shall be
adjusted to the pressure base of fourteen and sixty five hundreths
pounds (14.65#) per square inch absolute,

ARTICLE X

Billing and Payment

Section 1. On or before the tenth (10th) day of each calen-
dar month, Buyer shall render to Seller a statement accompanied
by charts, showing the amount of gas purchased by Buyer hereunder
during the preceding calendar month, and payment for such gas
shall be made by Buyer to Seller on or before the twenty-fifth
(25th) day of the calendar month in which such statement is rendered.
Any errors 1n such charts, statement or payment shall be promptly
reported to Buyer, and Buyer shall make proper adjustment thereof
within thirty (30) days after final determination of the correct
volume and/or values involved,

Section 2. Seller agrees 10 pay or cause to be paid all taxes

and assessments imposed on Seller with respect to the gas delilvered
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hereunder prior to its delivery to Buyer, and Buyer agrees to pay
or cause to be paild all taxes and assessments imposed upon Buyer
with respect to the gas delivered hereunder after its receipt by
Buyer. Nelther party shall be responsible or liable for any taxes
or other statutory charges levied or assessed against any of the
facilitles of the other party used for the purpose of carrying

out the provisions of this contract.

All existing taxes, up to the present respecilve rates there-
of, now imposed on the parties heretc with respect to the gas
delivered hereunder shall not be considered as "additional tax"
under the following provisions of this Section.

Any sales, transaction, occupation, service, production,
severance, gathering, transmission, export or excisgse tax, assess-
ment or fee levied, assessed or fixed by the United States, the
State of Texas, or other governmental authority and taxes of a
similar nature or equivalent in effect (not including income,
excess profits, capital stock, franchise or general property taxes)
in respect of or applicable to the gas taken hereunder by Buyer
in addition to or greater than those, if any, being levied,
assessgsed or fixed on the date of this agreement in respect of or
applicable to the gas taken hereunder by Buyer, and which Seller
may be liable for, either directly or indirectly, or through any
obligation to reimburse others, are hereinafter ccllectively re-
ferred to as an "additional tax". It is expressly understood and
agreed between the parties hereto that Buyer shall, subject to the

conditions hereinafter set forth, pay to Seller three-fourths (3/%)
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of any such "additional tax". Should Seller so become liable for

any such "additional tax", Seller shall notify Buyer immediately.

Within ninety (90) days after the end of each calendar month, Sel-
ler shall prepare and submlt to Buyer a statement setting fortih

the amount of such "additional tax"

that it has paid during such
calendar month, and within thirty (30) days after submission of
such statement, adjustment between the parties hereto shall be made
by Buyer reimbursing Seller to the extent of three-fourths (3/4)
of the amount of such "additional tax" as hereinabove defined
which Seller shall have so paid. The tax reimbursement herein pro-
vided for shall apply to the total amount of money Seller is re-
quired to pay for virtue of suech "additional tax" but shall not
apply to any delinquent interest or Penalty payments that may be
applicable to such "additional tax". Taxes applicable to any
royalty, overriding royalty, productlon payment or similar interest
shall be considered to be covered by the provisions of this
Section 2 only if the reimbursement made by Buyer to Selfer with
respect theretc 1s passed on by Seller to the owner of such
royalty, overriding royalty, production payment or similar interast.
Section 3. Seller shall return to Buyer all charts after
they have been inspected. Seller shall have access to Buyer's
records and books at all reasonable hours so far as they affect
the gas sold hereunder.
ARTICLE XI
Quantity

Section 1. Subject to the exceptions contained hereinafter
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in this Article X1, Bgyer agrees to purchase and take, or failing
to take, nevertheless to pay for, a daily average minimum of five
hundred fifty thousand (550,000) cubic feet of gas per day from
each of Seller's wells located on a "maximum gas allocation unit"
(as that term is hereinafter defined in Section 6 below), except
as such minimum may be reduced under either of the conditions out-
lined in a and B below:

a. 1If any such well is located upon less thain a maximum
gas allocation unit, the applicable minimum for such well shall be
reduced proportionately.

b. In the event any such well becomes incapable of pfo-
ducing a dally stabillized rate of at least one million one hundred
thousand (1,100,000) cubic feet per day at a flowing pressure of
one hundred pounds (100#) per square inch gauge, the minimum for
such well shall be reduced so that Buyer shall not be obligated
to take or pay for a dally average minimum of gas from such well
greater than fifty percent (50%) of such well's daily stabillzed
producing capacity at such one hundred pound (100#) flowing pres-
sure .

Section 2. 1In applying the provisions of Section 1 above
to wells producing from depths greater than five thousand (5,000)
feet from the surface of the earth, eight hundred seventy-five
thousand (875,000) shall be substituted for the filgure five hundred
fifty thousand (550,000) appearing therein, and one million seven
hundred fifty thousand (1,750,000) shall be substituted for the
figure one million one hundred thousand (1,100,000) appearing

therein.
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Section 3. Buyer agrees, insofar as prgcticable, to take rata-
bly from each allocation unit connected to its system in the Lea
County area, based upon (1) the well acreage allocation, (2) the
ability of individual wells fo deliver into Buyer's gathering system
in accordance with the provisions of Section 1 Qf Article V herecof,
(3) whether or not the well 1is producing from depths greater than
five thousand (5,000) feet from the surface of the earth, and (4)
the allowable limits that may be set from time to time by govern-
mental authorities having proper Jjurisdiction therecf.

Section 4. At the request of Seller, when any required
approval has been obtained by Seller from all govepnmental author-
ities having Jjurisdiction in the premises, the daily average mini-
mum of five hundred fifty thousand (550,000) cubic feet of gas per
well required to be taken by Buyer shall be increased proportion-
ately up to a maximum of two million two hundred thousand (2,200,000)
cubic feet of gas per well per day, in the case of any well located
on a tract consisting of more than one hundred sixty (160) acres,
up to but not exceeding a total of six hundred forty (640) acres.
Al1l such tracts shall meet the requirements of Section 6 below.

In applying the provisions of this Seetlon 4 to wells pro-
ducing from depths greater than five thousand (5,000) feet from
the surface of the earth, eight hundred seventy-five thousand
(875,000) shall be substituted for the figure five hundred fifty
thousand (550,000) appearing therein, and three mlllion five .hundred
thousand (3,500,000) shall be substituted for the figure two million

two hundred thousand (2,200,000) appearing therein.
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Section 5. Said minimum average shall be averaged over each
calendar year, or the applicable portion thereof if the well 1is,
or could be, connected to Buyer's system for only a part of the
calendar year under consideration.

Section 6. For the purpose of this agreement,a "maximum gas
allocation unit" is hereby defined to be a tract of portion of
a tract under one lease or operated under a unified workilng

interest which contains at least one hundred sixty (150) acre

[4}]

In designating a maximum unit or fractional porticn thereof, section
lines may be disregarded so long as the unilt acreage ig under the
same lease or unit of unitized working interests forming a
continuous block whose longest boundary dimension does not exceed
five thousand two hundred eighty (5,280) feet.

Section 7. In the event Buyer shall fail to take from any
well during any <alendar year, or applicable portion thereof, the
daily average minimum as above defined, and such failure is not
due to physical non-availablility of gas, causes within the control
of Seller or force majeure intervention, then within thirty (30)
days after the end of such calendar year, Buyer shall pay Seller
for the difference between the average minimum quantity reqguired
to be taken from such well and the amount actually taken by Buyer
from such well during such calendar year. Payment shall be made
at the weighted average price paid by Buyer for gas from such well
during such calendar year.

During the next four (4) years followlng that in which Buyer

failed to take the gas so paild for, all gas taken by Buyer from

~-16-



such well during any year which is in excess of the dailly average
minimum for such well for such year shall be known as '"make-up gas',
and such "make-up gas" shall be without charge to Buyer (except as
hereinafter provided) until such excess is equal toc the amount of
gas-previously paild for but not taken {and not having been made up)
during the preceding four {(4) years. 1In the event Buyer is unable
to make up gas within the four (4) year period herein specified,
Seller shall be under no obligation to return to Byyer money pre-
viously paid for gas not so made up.

Section 8. Wells requiring tests to determine their open.flow
capaclty and their daily stabilized produclng capacity shall be
tested by Byyer annually, and such test shall determine the daily
average minimum for such well during the succeeding twelve (12)
months' period. Buyer shall give notice to Seller of the time of
all such tests, in order that Seller may conveniently have its
representative present. In the absence of agreement of the parties
as to the mmanner and method of conducting such tests, such tests
shall be conducted in the manner and under the fules prescribed by
the New Mexico 01l Conservation Commission to the extent that such
rules, 1f any, are applicable, and 1f not applicable, then under
the rules prescribed by the Railroad Commission of Texas for such
tests.

Section 9. In the event that any governmental authority
having proper jurisdiction in the premises should establish rules
allocating gas withdrawals from the wells covered hereby, to the

extent that Seller should be unable for that reason to deliver from
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any particular well the minimum amount of gas Buyer is obligated

to take from such well, and at the same ftime Seller owns or
operates a well or wells covered hereby which can by virtue of such
allocation be produced at a rate higher than the minimum Buyer 15
obligated to take from such well or wells, Buyer agrees upon
request of Seller to increase its takes of gas from wells having
such higher allocation, up to the maximum of such allocation, for

ocne lower

s

the purpose of offsetting takes from wells having allocat
than Buyer's minimum allocation hereurder.

The provisions of this Section 9 shall not become applicable
unless allocation rules so established are field wide in scope.

ARTICLE XIT
Price

Section 1. DBuyer shall pay Seller for the gas contracted here-
under in accordance with the following schedule:

a. For gas from wells having sufficient pressure to
deliver gas into Buyer's high pressure gathering system either
against the working pressure therein, or against a pressure of six
hundred pounds {(600#) per square inch gauge, whichever is lower:

(1) For the five (5) year period from the effective
date hereof, hine and one-half cents (9%¢) per thousand (1,000)
cubic feet.

(2) For the next five (5) year period ten and one-
half cents (103¢) per thousand (1,000) cubic feet.

(3) For the next five (5) year period eleven and one-

half cents (113¢) per thousand (1,000) cubic feet.
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(4} For the remasinder of the term hereof, the fair

market pricze &t the commencement of such period for gas of simllar.

quality =nd pressure within the area described in Section 4‘Qf
this ARTICLE ¥II, but not less than twelve and one-~-half cents

(123¢) ver trousand (1,000) cubic feet.

fory
H

k=2

. nv 11 gas wnich must be compressed by Buyer before 1t
wiil ener Buyer's high pressure gathering system agalnst a
pressus of siXx hundred pounds (6CO#) per square inch gauge, or
at the sxicting pressare of Buyer's high pressure gathering
system, whichever is lower, the above 1isted prices shall be re-
duced point four four six seven cent (.4467¢) per thousand (1;600)
cublc feet. Buyer shall take such gas at pressures as low as one

hundred pounds (100#) per square inch gauge.

Section 2. Buyer agrees to make payment to Seller on the

basis of the scheduie set out in "Basls of Settlement for Gasoline .

and Additional Products™, attached hereto as Exhibilt "B", for all

natural gasoline contained in all the gas pufchased hereunder; irs

respective of whether such gas 1s processed for extractlon cr'saié
gasoline. 7

Ir the event Buyer processes (or causes to be processed) the
gas purchased hereunder for the extraction of other liguid or
liquefiable petroleum products, Buyer shall ﬁay Seller for éﬁ@h:
other products on the basis of the schedule set out 1in "Basls of
8ettlement for Gascline and Additional Products", attached herétc
marked Exhibit "B" and hereby made a part hereof.

A
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Buyer agrees to pay Seller at all times for such gasoline and
other products at the highest price, @&nd on the most favorable
basis, being used by Buyer in paying and settling with other
sellers furnishing gas to the plant in which Seller's gas is belng
procegsed .

Section 3. Payment for the gas sold hereunder shall be made

directly to Seller at

Seller hereby assumes the responsibility and liabllity for
making payments to the lessors and royalty owners for the pro-
portionate amocunts due them on account of all deliver#es hereunder.

Section 4. If at any time or times after the date of this
agreement, Buyer shall purchase from any other seller gas from
"dry gas" or "gas-distillate" wells within Lea or Eddy Counties,
New Mexico, or Cochran, Hockley, Ygakum, Gaines, Andrews, Ector,
Winkler, Crane or Ward Counties, Texas, at a price per thousand
(1,000) cubic feet higher than the price at the time payable here-
under, Buyer agrees that the price payable to Seller for gas here-
under shall be immediately increased to equal such higher price
paid to such other seller, and such higher pricejgereunder shall
continue 1n effect so long as, but only so long as, any such
higher price 1is paid to such cother seller. In determining whether
the price payable under such other contract or agreement is
"higher" than the price payable for gas under this agreement, due
consideration shall be given to the provisions of this agreement

as compared with such other contract or agreement as to quantity
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and quality of gas, delivery pressures, gathering and compressing
arrangements, provisions regarding measurement of gas and all other
pertinent factors.
ARTICLE XIIT
Title
Seller hereby warrants the title to the gas, the Seller's
right to sell such gas, and that the gas is free from all liens and

adverse claims.
ARTICLE XTIV

Consideration

It is specifically agreed that fthe consideration paid and the
payments to be made hereafter, according to the terms hereof, in
all respects support each and every covenant, right, privilege and
option hereof.

ARTICLE XV

Indemnification

Neither Seller nor Buyer shall be held responsible &r liable
for damages for the acts or conduct of the other.

ARTICLE XVI

Force Majeure

Except for Buyer's obligations to make payments for gas
delivered hereundep, nelther party hereto shall be liable for any
failure to perform the terms of this agreement when such failure
is due to "force majeure" as hereinafter defined. The term "force
ma jeure' as employed in this agreement shall mean acts of God,

strikes, lockouts or industrial disturbances, civil disturbances,
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arrests and restraint from rulers and people, interruptions by
government or court orders, present and future valid orders of any
regulatory body having proper Jurisdiction, acts of the public
enemy, wars, riots, blockades, insurrections, 1lnability to secure
right-of-way, inability to secure labor or materials, includlng in-
ability to secure materials as a result of allocations promulgated
by authorized governmental agencies, epildemics, landslides, light-
ning, earthquakes, fires, storms, fioocds, washoutz, explosions,
breakage or accident to machinery or iines of pipe, freezing of
wells or pipe lines, partial or entire failure of gas supply, or
any other cause, whether of the kind herein enumerated or other-
wise, not reasonably within the control of the pérty claiming force
majeure. Nothing herein contained, however, shall be construed to
reéqulre either party to settle a strike against its will.

ARTICLE XVII

Successors and Asgigns

This agreement shall bind and benefit the parties hereto and
their respective successors and assigns, provided that no con-
veyance or transfer of any interest of elther party shall be binding
upon the other party untill such other party has been furnished with
written notice and true copy of such conveyance or transfer; pro-
vided,further, that either Buyer or Seller, or both, may asslgn its
right, title and interest in, to and by virtue of this agreement,
including any and all extensions, renewals, amendments and supple-
ments thereto, to a trustee or trustees, individual or corporate,

as security for bonds or other obligations or securities, without
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such trustee or trustees assuming or becoming in any respect
obligated to perform any of the obligations of the assignor, and
if any such trustee be a corporation, without its being required
by the parties hereto to qualify to do business in the Statﬁ of
New Mexico.

ARTICLE XVIIT

Governmental Regulation

Subject to the provisions of Article XIX hereof, it is
expressly agreed that this agreoment and the respective dbligations
of Buyer and Seller hereunder are subject to present and future
valid lawg, orders, rules and regulations of duly constituted
governmental authorities having Jjurisdiction.

ARTICLE XIX

Term

This agreement shall be effective from the date hereof, and
shall remain in force for a period of twenty (20) years from the
date of first delivery of gas hereunder, and thereafter from month
to month until sixty (60) days notice in writing of termination is
gilven by either party to the other.

ARTICILE XX
Notices

Notices to be given hereunder shall be deemed sufficiently
given and served when and if deposifted in the United States Mail,
postage prepaid and registered, addressed to Seller at

, or to Buyer at

P. 0. Box 1492, E1 Paso, Texas, as thercase may be, or to such
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other address as either party shall respectively hereafter deslgnate
in writing.

Routine communications, including monthly statementis and pay-
ments, shall be considered as duly delivered when mailed by elther
registered mail or ordinary first class mail, postage prepaig, and
shall be sent to the above designated address, cr to such other
address as elther party shall respectlvely hereafter designate in

wrlting.

]

ed this agree-

0

IN WITNESS WHEREQCEF, the partics herefo have cau
ment to be duly executed, in duplicate originals, on this the day and

year first above written.

"Buyer"
Attest: EL PASO NATURAL GAS COMPANY
By
"Seller"
Attest:
By




EXHIBIT "A"

This Exhibit "A" i1s attached to and made a part of agree-

ment between EL PASQO NATURAL GAS COMPANY AND

s dated

» 1953:




Blibuie THE QL GRLEVATION Coskdollul
OF THE STa0k OF Mbw HaXICU

I8 Toe HATis 4 Dds HoaHING

aalisd BY TH. il CudLAaVATION

GosBILoION OF Bae esl00 URGH ITS

Vsl BGTIOod Fooo T SURPCHE OF

Gt JOBRINGS Case Ho, 521
urder Ho,.

HaaNS AKD BLTHGDL Fu. THE PHORATISN
AL ALCATIVH UF NalUdAb GAS I8 Tus
JALCO (A Pluiey iad SuUHTY, by 4 ZlCo,

it o szE[Ch$g";r

This case came on for hezring at 9 ofcleck a. m, on the day of
1953, st sants (e, kew rexico, before the (il Conservation Comzlesion, hereinafler
referred o a: the "Comulssion®, and

SHEAL Cegtion 69-203, lew Hexieo Ltatuber, 1941, inn., defines waste in
wibssetion {(¢] Lthercol &8 f0.i0was

"IThe production in this stale of aabursl jas from any xas well or
wells, or from any gar poonl, in excess of ths reasonable market deszasnd from
such source for natural gas of the type prodused or in exeese of the capacity
of ga2 Lransportation fasilities for sueh type of natural gas, The words
treasonable market dessnd?, as ured herednm with respect to natursl ges, shall
be consirued 4o aeen the Jdesand for netural gy for ressonsble gucrent
repedirecenty, for owrrenl ecomsumption and for use within or ocutside the
state, Loysther with the desand for such amounts as are necessary for bullde
ing up or saiantaindng reas.nable storage ressrves of natral zae or prodauntse
twreof, or both Bugh natursl gas al products,”

and

allaawie csction (9=dl0, Hew Haxigd ctatubes, 1941, .nn., provides thati

"The eurwission 45 hereby espowered, and it 18 ivs duty, Lo nrsvent
he waste pronibited by thls setb andd to protect ecorre’aiive rights,
ae in tils set provided, 7To that end, the ocow lesion isx empowered to cake
anc snforee rules, regulations and orders, end W du suatever mey be
reassnsbly negessacy O enrry out biwe purposesofl Ghiv aot, whether or not
inlicated or specified in sny section hureof,”

[ 9%

cabieaaeds weebtion 69=411, Her dedeo Ltetutes, L7941 inn,., provides in pirt as
followss

vinciwded in wae power iven to GBe comdssion ix the suthorily « « o
to limit and ~rerste productdon 9f o 5 o nalural gar a8 In tile seid provideds
e o o Lo requlre poowing loeatiens of gas wellsy . . o Lo require welis o
be drilied, sosrated and prodused in such maansr ae Lo provent injury to
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s

neighboring lesses or properties) . « o to fix the spacing of wellsy . . ,
to detersine whether a particular well or pool is & gas or oil well, or & gas
or oil pool, ns the catc mey be, and from time to time to classify and re-
elaesify welly and pool: accordingly) + « + to determine the limits of any
pool or pools produsing . « o natural geas and from time to tisme redetormine
such lisits®,

wiziden. ceetion 69=213(e), (dj, (a8, Mew kexieo ilatutes, 1341 fna., provides

ns followst

"(e) shenever, to prevent nasie, the total sllowble naturel gas pro=
dustion from gas welle produsing from any pool in this state 1f fixed Ly
the couadssion in an amount less than that which the peol could produce if
no restrictions were lsposed, ihe coasdssion shall alloeste the allowable
production awong the gas wells in the pool dslivering Lo a gas transportation
faoility upon a reasonable barie and reeognicing correlaiive rights, and
shall lnc.wie in Lbe proration scheduls of such pool any well which it finds
is being unressonably diseriminated against through denial of socess to a
gas trancportation facility which 1o ressonably capable of handling the iype
of gas produced by such well, In proteetin: correlative righis the coumnlse
sion mey ive equitable consideraiion to serss:e, pressure, open ilow,
porosity, persesbility, deliverablility and quality of the gas and to sueh
other uortinemt factors as may from Lime to tice exist, and in so far su is
practicable, zhall prevent drainage betwsen producing traets in a pool
which ¢ nol eualized Ly the counteredrainege. In allecating productiien
pursuant to ihe provisions of section 12{(e) the comsission shall fix pro=
ration pariods of not less than six (4) months, It shall detersine reason-
able markel desand snd sake allosstions of preduetion durlng each sueh
period, upon nutliee and hearing, at least 30 days prior to Lhe beginiing
of each rroration reriod, in so far as 1¢ fessible and practicable, gas
wells having an allowable in & pool shall be regularly nroduced in proportion
to thelir nllowsbles in effect for the sarrent -roration period, sitiout
approval of tie comsiseion or one of iits duly authorised apents, no natursl
gas well o pool shall be sllowed Lo produce natural gas in excess of ihe
allow:ble surizned Lo sueh source during any proration periody Provided,
that durin; an eusrgeney effecting a gas transportation facility s gzas well
or pool naving high dellversbllity inte such facility under nrewvailing
eordition: wmay produce and deliver in sxwes: of its sllowsble for Lhe perled
of eamygoney, not exceeding ten (1U) days, sdtliout penalty, The cosaizafon
may order subsejuent changes in allowebles for wells and pools Lo make fsir
apd reasonsble adjusicent for owernge resulting from the emergency. :he
provisioen: 9f thlsz subsectlion shall »ot apply to any well: or pools used



for stersge and withdrawal frou sterege of retursal gas originglly produced
not in violation of this zet or of the rules, regulstions or orders of the
ool peion,

*(d, in fixng the sllowable of & pool under section 1li(ej lwrsin,
the cormission shell consider noainstiony of purehszers but shall not be
bousd Lhereby arl shall 80 fix pool aliowsbles aus to prevent unreasonsble
disorialnstion between pools served by Lhe ssne gas Lransportation faeility
by a purenpesr ourchasing in sore than one pool,

"o Hatursl gas produced from zes wells within the allowabdle as
deterasined as provided in section 12(e; atove shall herein be referred to
a8 'legal gas’, and mstursl gas ;redueed in excess of sueh silowsbile shall
bo *iilesal gast,”

provides av follows:

"after tue sffestive dato of any rule, regulation or order flixing tiw
allowable production, no person shall produce more than the allowsble proe
duction appliczble to him, his wells, leases or properties determined as in
this set orovided, am! the allownble production shall be produced in accorde
snce wilh the applicable rules, regulstlons or orders,®

Wik, on thie day of s 1953, the Commlssion, s quorum
teing present, having consldered the regords and the testimony adduced, and being
Tully edvised in the -romlses,

(1; That dus notice having bee: piven as required by law, the Cousdasion
hae Jurdsdieiion iv Lhe case and the pereom: and subject matter thereof,

(2) That n new gae pool shoull be and the same is hersby orested, designated
for gab production and demoainabed the JALCO Ga PULL, loosted in Lea ouaty, New
exico, and deseribed an fullowst

Towaship L ooubh, .ange 35 Last, oW
L/2 e, 123 oJ2 lecs 133 nfd Gee. Zhe

Townshiy 21 . outli, unge 36 -ast, i
if2 eee Ty w/e -we, 183 o2 and L/l use. 19) ok/h weo. 204
Ali cwoB, &Y thru 32 incd,

Towsship 22 coubi, cerue 3 asy, duH
i1l ~ees, 5 thru £ incl.y All @€, 17 8/2 und bifi wec. 183 uofly
weee ¥y 411 .ee, 2§ H/b ese 26) /1L Gece 29 wad 32, -u/h <ee. 33,

Agﬂ;g};iﬂ 5, },3 m:..xt«, RIS 3{; Mt, 1
£11 - ece by /7 mad oLy wve, 5§ /2 -ee. Ep ALl Gee, 9; 4All cece
A6p uofl cme. 174 P11 Swes 21y WZ Loce 273 B2 Lees 38y 5/2 wee.

-

s

Z%s FI and ;’26 ~atty Jhe

Townghis, & oouth, -ange 30 st ¥ L

A11 wge, 33 J2 oees b ofh cece 93 /7wl B[4 Lee, 103 f2
ceCe 11} 1L wwte ldy /2 -eee 153 il lees, &2 anl 23§ v/2 Lee, 53
ALY cee, b5 Ju oee. 273 /7 e.e iy 511 ceeE. 3% sud 36,

ILLEGIBLE



Townshipy 24 -outh, sange 37 sasv, (e
Sf% Lee. 31

Township 25 south, -ange 36 iast, ikiH
AL ee, 1) H/2 vee. 2y 4Ll ees. 12, 13, 2 and 255 Nifk wee. 36,

Township 25 outh, .engs 37 Kast, @M
AlL secs. & and T3 oW/4 e, By L2 and Nu/fly cee, Lbp ALY Seos, 17
thru 21 incle} a1l .epe, 28 theu 33 inclep /2 weo. 3h.

Tounship 26 .outh, aange 37 sast, HuiH
#/& tee, 33 ALl Sees 4 thru 9 inel.j »/2 -ee. 103 All eee, 18
andt 193 /2 ses. 293 =/2 end W/l wee. 303 Hif4 bes, 313 M-/

#ll in Lea County, dNew .iexieco,

{3) That the produsing formation in the Jaleo Gas Pool shall extend frem
the top of the Yates formation to a polmt 100 feet above tho base of the .even
vers formation,

(L) That the wells located in the Jaleo Pool are located in & comwon reservoir
produeing fro: a common source of supply.

{(5) That waste is ceoourring in produstion of gss in the Jaloo Gas Pool in that
natural gas i: belng produced from the peol in excese of ressomable sarket demand
and in exsest of the capseity of gas trensportation faeilities in ths pool for
the type of gas produced from the pool,

(6) That the withdrawal of natwral gas fros the Jaloo las Pool is non-uaiform,
disproperticnate and unratable and that in order (o proteet eorrelative rights
and afford each producer in the pool an egual opportunity t¢ pretuse his fair
share of the gas, it is necessary to fix the dally allowable production and the
method of allocation of natural gas being produced from the pool and to limit
the production of natural gae i{n the peel to the reasonable market demand and to
Lhe sapaecity of the gas trensportation facilities opersting ia the pool,

(7) That ths Jaleo Gas Fool as delineated in this erder is & gas pool.

{8} That in order to prevent waste in ihe produstion of gas in tiw Jaloo
s Fool, the totsl allowsble natural gas production from the gas wells produsing
gus in the pool :hail be fixed st an amount jess than that which the pool could
produse 1 no restrictions were ilmposed,

(9) That the wethod of prorating and alicecating the total monthly allowable
produstion of gZas among all of the wells in the {iold delivering gas to a gas
transportation facility, in the proportion that the asreage of the individual
well bears tu the sunmation of the screage assigned to all such wells in the pool
after deduetions hsve been made for wells whish are imsapable of producing their
allowables, is a rearonsble basis, recognimss correlative righte and prewents
waste,



IT ko Dibadie bRy

Kffective Leptember 1, 1953, at 7 o'elock a. m., the fellowing special rules
und regulations, in additdon to such of tiw Comniesion's genersl rules and regula-
tione aes are not in conflict herewith, be and the same are heredy adopted to
govern the location, completion and operwtion of gas wells in the Jaleo Gas Fool,
lea County, lew hexico.

i L e ' {.. The standard proration unit shall be a full assetion
of appreximate surface contlguous asres substantially in the form of a squere
which shall be a legal subdivision (seetdon, of the U, &, Fublic Lamd .urvey. The
alnimam proration unit shall consist of mot less than & quarter sestion of spprox-
imately 160 surface coniiguous acres substantielly in the form of a square which
vhall be a legel subdivision (quarter sestien) of the U, .. Publie lLand .urvey,
provided that the Cumddssion may, in order to preveni waste or prevent the confis-
cution of property, grant oxeeptions to permit the drilling of wells on tracis
smaller Lhen 160 seres,

qibe £a  SPACIHY 4o oiimieiTo.  Lach well hereafter drilled in this pool shall
be drilled near the center of the proreiion wnit, ani in » event less than 1320
fest (rom the nearest boundsry line in the case of & standard proration unit, and
in no event less than 640 feet frua the nearest boundary line of a minimum proration
unit, provided, however, that the Geeretary of the Comsdssion shall hawe authority
to grant exce:stions to thess requiresents without notlee and hearing where applica-
tion has been filed in due fors snd

(1) The neceseiiy for the unorthedox location is based on topographioal
eondiiionsz, or ie occeasioned by the recompletion of & well previocusly
drilled to snother horisen, and

(z) a) The ovmership of all oll and zas leases within s radius of
660 feet of the proposed location is ecwson with the ownership of the
01l anl zas leases under the propoeed loeatlon,; or

bj «ll ownere of oll and gae lesses within such radius consent
in writing Lo Lhe proposed locatden,

(3; -henever such exception is granted, the Cozmisplon may take such
action as will offset any sdwantage which the person securing the exceplion
may obtain over other producers by reason of the unorthodox lecstion,

o Skl HebuiPL Lo dilih, 7rior Lo Lhe conmengement of any
drilling operations, 11 be delivered to the Comslseion of intention to
drill & well in the nool. PFrior to (e cosmencexzsntl of recompletion opc-ations
notice shall llkewisze be delivered to tix Commisslon of intention to deepen or
niug back any existing well ss a producing well in the pool, iuch notice of intent-
ion to drill or regomplete shall be accompanied My a certified lesse plat siowing
loase beundar, lines, acreage attributable %o the well or unit, the loestion of
the proposed wall with reference to properby lines, and other wells on the leoase
Gr unit.




of supply ae this pool, shall be spzwd, drille, umi.m and prerated in sceorde
anes with thase ruloss,

I ol Falili. The soreage factor shall be the acreage attributable
to Lhe prorstion unit upon which the well is drilled, If the well is drilled on
n unit consisting of less than 640 aeres, the allowable produstion from sueh tract,
us compared wiih the allowable produstion therefrcm if sueh tract contsined &40
acres ahall be in the ratio of the acreage in the traet to 640 acres,

In deteruining attributable ssreage, only that acresge reasonably scnsidered
to ile within the productive liamlts of the pool shall be considered, The atiribute
able aoreage shall be ecmputed to the nearesi full asere. 4 fraction of an acre of
less than one-half (1/2) shall not be counted, and a fraetion of &n acre of one-halfl
(1/2; or more shall be counted as one acre,

; : iilie The total menthly allowables produstion of gas
for tha poe ’ a: r d ueti:me have been mede for wells which are incanable of
produeing their allowables as determined hereby, shall be distributed among the
repaining wells in the pool in the propertion that the acreage of the individml
wall bears to the summation of the aereage ssesigned Lo all sueh wells in the pool.

Lach well capable of produciion shall be considersd o be s zas well and bLs
assigned a pse allowsble in scoordance with these rules, fAay well in the pool
which produces oil in addition to gas shall be permitted to produce its gas allowe
sble, provided that in so deing it does notl produce more oil than it would be
pernitted to produce under ststewide sale 505, ‘ny well producing oil in addition
to gas and not psrmiited to produge ite full gas allowable under this rule shall
not be peraitied to acoumulate underproduction,

After the gompletion of a gas well in the pool, no gae fream such well shall
be (1) persdiied Lo escape to the air, (2) used expansively in engines or pumps
end then vented, {3 used to gam 1if% ofl welle unless all gas prodused therefrom
iz progcessed :n & gesolins plant, or benefliclially used thereafter without waste,
or {4 used for the wamfacture of caxbeon black,

sl ALK dee wn or bafore the fourteenth (lith) day of January and
July ot mn ?ear, sach Laker of gas at the wellhead shall submit, on Lthe form
provided by the (oomission, a aomination for the amount of gas whieh each in good
fa.ith setuslly desires to produce for esch month during the six-month proration
neriod, Mareh tirrough ‘ugust, and .eplember through February, respectively.

In determining the market desend for eseb month of the siv-month proration
period, the Commiusion shall take lalto aresunt the nominations subsdited but
shall not be bound thereby,.

. Tolad iodaohiils., The totel alleowable to be allacated for cach month
shall be det'omirmu by t.he Comalesion in the following manner:

The totxl allowsble for the current zonth shall be equal to the total sarket
demgnd for Lhe eurrent moath plus the market demand for the preeedin; wonth lees
the total sliowable for the preceding montl less thy net field status st the end
of the sgeowi preceding monbn,



L Y GobnTiod ] PUdl: ihe produetion from such gas well shall be
setered smra%ely and the gss produstion therefron shall be reported each month
to the Comnission on forss furniched by the Comsdesion 8o as to resch the Comedssion
Uffice on or befors the fifteenth (15%h) day of the month next suceeeding the
“month ia widel uvhe gas was produced, The operstor shell show on sueh form what
disposition Loy been pade of t(he zas produced, The full production of gas from
each well shali be charged sgainst toe well's allowable, regardless of what dise
position has been awde of Lhe gas,

.
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(a) Underproductdon,

The dates 7100 e w. -area 1, and 71l a. 8. ceptewber 1 shall be known
a¢ balmanolng dates and the periods of tise bowded by Lhese dates shall be known
a& gae proration periode, The amount of current gas allowsble reusining unproduced

st the end of sach prorabien purled shisll be earried forward to end way be produced
during the aexi auecaadiag ;:mratiaﬂ period in addition to the sormal gas allowable
for such succeeding period, but whatever asounl theroof &v nol made up within the
first sucoeseding proration period shall be canoelled, If, &t the end af the first
suecesding proration psried & greater amount of allownble remsine unproduced than
wnik oarried forward as underproduection, the amounmt carried forward Lo the second
sucoeeding period shall be the totel underproduction leses the amourt ecarried forward
$o the first auccewding period.

If iv appears that such continued underproduction has resulied from
inability ol ths well to produce its allowsble, ii may be clazsified ae a margingl
well and its allowsble reduced Ls the well's .&nw Lo produce,

(b} Uverproduction,

h well which bBas produced s ireater awounl of gas than was allowed during
s given ;msuian period shall have ile allowable for the first suceeedin: preration
poriod preduced by the amount of zuch overprodustion amd sueh overproduciion shall
be made up within the first succeeding prorstien perioi, If st Lhe end of tie first
suecewding proration period the well is siill overproduced, ii :hall Le shut in
and its eurrent montbly sllowsble charged szgains. said owerprocuetion until the
well 18 in bsiance, If at any tlas & well is overproduced an smount equal %o six
times ilr eursoeut monthly sllowsble, it eshaell be shul in until It is in balance,

ihe couicsion may allow overprodustion Lo be made up at o lesser rate
than would be bLov cose LI the well werw coupletely shuil in upon a showing oi publie
pesring after due notice thet coapleve shut 4n of the well would result in waterial
dazage Lo Lhw well.

{c) Ho gos well shall be produced «i & dalily rate which would consijiute
wasle,

HUber e  uisdbioiide’ w5 Ghe _abe 4 gas well shall mean a well produelng
gas from a comaon svucce of pas suply definad by tae Comsission in Lbis order &s
gonetituting a gas pool,

P 1 boalies Suiblolin that this cause be held open on the docket for cuch

sther and further orders as pay DO NECLSLArY, LE
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XIX. (1) That 2 new pool be, and the same hereby is created, desigmated for
gas production, denominated the Justis Gas Pool and described as follows:

13’ u/2 veCQ

(2) That the producing formatio the Just s P
the 200 feet Immediately below the Glorieta datum,




V. (1) That a new pool be, and the same hereby is created, deslgnated for
gas production, denozinated the Tubb Gas Pool and described as follows:

Township 21 South, Hange 37 Last, NHFH

SW/L and lots 3, 4, 5, 6, 11, 12, 13 and 14 of Sec. 23 All of oSec,
33 SE/L and lots 1, 2, 7, 8, 9, 10, 15 and 16 of See. 4y E/2 Sec.
8; All Secs, 9 and 103 w#/2 Sec, 113 W/2 Sec, li4j All Secs, 15, 16
and 173 k/2 See. 193 All Secs, 20 thru 23; incl.; W/2 Jee. 255 All
Secs. 26 thru 29 incl.; /2 Sec. 303 E/2 Sec. 31; All Secs, 32
thru 36 incl,

Township 22 touth, .ange 37 bast, NMPM
All Sees. 1 thru 5 incl.j £/2 Sec. 63 All Secs, 8 thru 16 incl.;
E/2 vec. 21; All Sees, 22, 23 and 2i.

Township 22 _outh, fance 38 hast, NMPM
W/2 Sec. 63 W/2 Sec. 73 W/2 Sec, 18 W/2 vec. 19,

(2) Tuat the producing formation in the Tubb Gae Pool shall extend
from the top of the Iubb sand to a point 225 feet below the top of the Tubb sand,



VI. (1) That a new pool be, and the same hereby is created, designated for
gac production, denosinated the Blinebry Gas Fool and desecribed as followss

Township 21 touth, ilange 37 babt,f&ﬂ”‘

5/2 sec. 10; L/2 tec, ll; All Sece, 1k, 15, 22, 23, 26, 27, 34, 35
and 36,

All of Secs, 1, 2, 33 E/2 Sec, 43 E/2 Sec. 93 N/2 Sec, 103 N/2
Sec, 11; AITl Sees, 12, 13, 24 and 25.

Township 22 South, ilange 37 kast, NMPM
All vees. 1, 2, 3, 4, 10, 11, 12, 13, 14, 23, 24 and 25,

Township 22 south, Hange 36 vest, MMPY
W/2 Sec. b3 w/2 vee. 7s /2 Gec, l All bees, 19, 30 and 31.

(2) That the producing formation in the Blinebry Gas Pool shall be
defined as that part of Lhe Yeso lormation included from the base o e
Yeso sandy section which ocours at an average depth of 450 feet below the Glorieta
TSTHALION and which 1o Lhe stratigraphic equivalent of Lhe Clear Fork formation of
Wesl Texas to the top of the Drinkard sandy member or Tubb Sand,




ViI. (1) That a new pool be, and the same hereby is created, designated for
gas production, denominated the Amanda Gas Pool and described as follows:

Township 22 South, Hange 37 Zast, NMPK
All Gec, 25,

(2) Trat the producing formation in the Amanda Gas Pool shall be known
as the Amanda zone of the lower Permlan encountered at an approximate depth of
7050 feet,



My

VIII. (1) That a new pool be, and the same hereby is created, designated
for gas production, denominated the ionument-¥cKee Gas Pool and deseribed as
follows: '

Townsnip 19 South, Hange 36 mast, NMPM
All of See, 36.

Township 19 South, iiange 37 Zast, NMPM
All of Clec, 31.

Township 20 Couth, Hange 36 LZast, NMPM
All of Seec, 1.

Township 20 oouth, zange 37 Last, NMPM
All of tec. 6 .

(2) That the producing formation in the lonument-¥ickee Gas Pool shall
be the lickee sand of the uimpson foraation,

ILLEGIBLE




IX. (1) That a new pool be, and the same hereby is created, designated for
gas production, denominated the Byers-—QJueen (as Pool and described as follows:

Township 18 South, Hange 38 kast, NMPM
All of Secs. 29, 30, 31 and 32.

(2) That the producing formation in the Byers—Jueen Gas Pool shall be
the wueen formatlon.



A,

X (1) That a new pool be, and the same hereby is created, designated for
gas production, denominated the Maljamar-Queen Gas Pool and described as followss

Township 17 wouth, Range 32 cast, NMPM
oW/l and W/2 SE/i Sec. 15; All of Sec, 16; NE/L sec. 215 NW/L
and /2 Nz/L See, 22, '

(2) That the producing formation in the Haljamar-Jueen Gas Pool shall
be the ueen formation.



XI., (1) That a new pool be, and the same hereby is created, designated for
gas production, denorinated the Vandagriff-Keyes Gas Pool and described as follows:

Township 17 South, Hange 28 East, NMPM
S/2 bec, 33 S/2 and WW/L vee. 43 AlL of Sec. 53 NE/L Sec. 8;
All of Secs, 9 and 10,

(2) That the producing formation in the Vandagriff-keyes Gas Pool
shall be the Jueen formation encountered at an approximete depth of 1400 feet,



I. (1) That a new pool be, and the same hereby is created, designated for
gas production, denominated the Jalco Gas Pool and described as follows:

Township 21 South, Range 35 East, NMPM
E/2 cec. 12; E/2 Sec. 13; E/2 Seec. 24.

Township 21 South, ilange 3: East, NiPH
W/2 See. 73 W/2 sec. 183 W/2 and SE/L See. 193 SW/L Sec. 203 All
Secs. 29 thru 32 inc.

Township 22 bouth, iange 3+ cast, NMPM
All Secs. 5 thru 8 incl.j All Sec, 17; N/2 and SE/L Sec. 18; NE/4
Sec. 19; All iee, 203 NW/L Sec. 28; All Sec. 29 and 32; SW/L See. 33.

Township 23 South, Range 36 East, NiPM

All Sec. L3 N/2 and SE/L Sec. 53 E/2 Sec. 8; All Seec. 93 All Sec.
16; Wu/L Lec, 17; All bec. 213 W/2 Sec. 27; E/2 See, 28; E/2 Sec.
33; W/2 and SE/L Sec. 34.

Township 24 vouth, Range 36 East, NNPM

A1l cee. 33 /2 See. 43 Ni/lL See. 93 N/2 and SE/k Sec. 103 W/2
Sec, 113 All See, 14 E/2 See. 15; All Secs, 22 and 233 S/2 Sec,
253 All .ec. 2%; E/2 Sec., 273 E/2 vec. 343 All Secs, 35 and 36,

Township 24 wouth, dange 37 EHast, NMFM
5/2 vee, 31

Township 25 South, itange 36 Last, HHPH
A1l cec, 13 N/2 Sec. 2; All Sees, 12, 13, 24 and 25; N&/4 Sec. 36,

Township 25 south, Range 37 LZast, WilH
A1l cecs. 6 and 73 oW/h Lec, 83 5/2 and N/l Sec. 16; A1l Secs, 17
thr: 21 incl,; All beecs. 22 thru 33 incl.; W/2 Sec. 34.

Township 26 South, Range 37 iast, HNMPN

W/2 sec, 33 All vecs. 4 thru 9 incl.; W/ 2 Sec. 10; All Secs, 18
and 19; /2 Sec, 29; &/2 and NW/4 Lec. 30; NE/L Sec., 31; Wi/4
Sec . 320

All of tecs. 15, 16, 17, 20 2, 27, 28: the B/2 of Sec, 29;
L/2 Cec, 323 and 8ll of Sees, 33 and 34.

(2) That the producing formation in the Jaleo Gas Pool shall extend
from the top of the Yates formation to a point 100 feet above the base of the
Seven ilivers formation,

LLEGIBLE



1I. (1) That a new pool be, and the same hereby is created, designated for
gas production, denominated the Langmat Gas Pool and described as follows:

Township 21 South, dange 35 bast, NMPM
W/2 Sec, 28; All Secs, 33 and 34.

Township 22 South, «ange 36 East, NMPK

All Cecs. 3, 4, 9 and 103 SiW/L See. 11j W/2 Sec. li; All Secs,

15 and 16; All Secs. 21, 22 and 233 All becs. 25, 26, 273 S/2
and Nb/L wec, 283 N/2 and SE/L Seec. 33; All sees. 34, 35, and 36,

Township 22 oouth, Range 3. Last, NMPK
SW/i sec. 31,

Township 23 South, .ange 3. Zast, IMPH
All Secs, 1, 2 and 33 ALl vees, 10 thru 15 incl.; All Sees, 22
thru 26 incl.; E/2 bec. 273 NE/L bee. 343 All Secs. 35 and 36.

lownship 23 Gouth, itange 37 Last, NMPM
All Sees. 6, 7, 18 and 193 w/2 Sec. 293 All Secs, 30 and 31j
W/2 vec. 32.

Township 24 South, ilange 35 Hast, NMPH
All cees. 1 and 23 £/2 Lec. 113 All wecs. 12, 13, 243 N/2 tee, 25.

Township 24 Couth, itange 37 Zast, NMPH

All Cecs, 5 thru € incl.; if2 tee. 93 W/2 vee, 16; A1l Lec. 17
thru 21 inel,; All cecs. 28, 29 and 30; N/2 See. 31; All Secs,
32 and 333 i/l Secs 3he

Township 25 South, iange 37 Hast, NMPM

L/2 See. 3; All vees. 4 and 53 N/2 and SE/L Sec. €5 All Gee. 93
W/2 and SE/4 see. 103 All Lee. 15; HE/L Sec. 163 All Sec, 22;
/2 sec. 27.

(2) That the producing formation in the Langmat Gas Pool shall extend
from the top of Lthe Yates formation to a point 100 feet above the base of the
veven :lvers formation.

ILLEGIBLE
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III (1) That a new pool be, and the same hereby is created, designated for
gas production, denominated the Lumont Gas Pool and described as follows:

Township 19 South, rHange 38 East, NMPM
SE/) Sec, 13; 5/2 tec. 23; 5/2 and NE/k Sec. 243 All Sees, 25
and 265 £/2 Sec. 27; L/2 Sec. 343 All Secs. 35 and 36,

Township 19 South, Range 37 fast, NHPM
SE/L Sec. T3 SW/L Sec, 83 All Secs, 17 thru 20 inel,; W/2 Sec.
21; w/2 Sec. 273 All Sees, 28 thru 34 inel,

Township 20 south, iange 36 Last, NMPK

All secs. 1 and 25 =/2 tec. 33 £/2 See, 103 All Sees, 11 thru 14
incl.; N&/k See. 15; N/2 and SE/L Lec, 23; All Sec. 24 and 25
E/2 Sec. 263 3/2 cee. 353 All See. 36.

Township 20 South, range 37 zast, NMPM

All .ecs, 3 thru 9 incl.j #/2 See, 10j /2 Sec. 15; All Secs.
16 thru 20 incl,; W/2 and Hifl Sec. 213 WW/4 See. 223 W/2 Sec,
29; All Lecs. 30, 31 and 32; W/2 Sec. 33.

Township 21 South, Range 35 East, NIl
le/i‘_ and Lots 1, 2, 7, 8’ 9’ lo, 15 and 16 of Yec. 1.

Township 21 Louth, Range 36 Last, NiPM

SW/l vec. 13 S/2 and Lots 11, 12, 13 and 1i of Sec. 25 S/2 and
Lots 3, 4, 5, 6, 9, 10, 11, 12, 13, 14, 15 and 16 of Gee., 33 All
Secs 4y 5 and 6; /2 Sec., 73 All Secs. 8 thru 11 incly W/2

Sec. 123 MW/l Sec. 133 N/2 and SW/L Sec. lhy All Secs. 15, 16 and
17; /2 Sec. 183 NZ/l Sec. 193 N/2 and SE/L See, 203 All Sec. 213
W/2 and Hu/h Lee. 223 E/2 See. 28.

(2) That the producing formation in the Eumont Gas Pool shall extend
from the top of the Yates formatio
including all of the Yates, Seven-Riwvers, and Jueen formations,




IV. (1) That a new pool be, and the same hereby is created, designated for
gas production, denominated the Arrow Gas Pool and cescribed as follows:

Township 21 South, Hange 36 Last, NMPM
se/l, Sec. 243 All See. 255 5/2 and NE/L Sec. 355 All Sec, 36.

Township 22 South, idange 36 East, HNMPH
All Lecs. 1 and 2; NE/L Lee. 113 All Sec, 12; N/2 and s5/L Sec. 13.

Township 22 cSouth, iange 37 iLast, NMPM
w/2 See, 73 A1l Sec, 185 /2 Sec. 19,

(2) That the producing formation in the Arrow Gas Pool shall extend

from the top of thc Yates formation to a point 200 feet below the top of the Tueen
formation, thereby including all of the ceven iivers formation,

ILLEGIBLE
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EXHIBIT "

BASIS OF SETTLEMENT FOR GASOLINE AND ADDITIONAL PRCDUCTS

Attached to and made a part of agreement dated , 19 by and be-

tween EL PASO NATURAL GAS COMPANY, Buyer,

and

sSeller.

o
i

PRICE: The Buyer shall pay to Seller
a8 price computed on the followlng basis

or the gesoiline contained in the gas delilvered heresunder

(2) When the average price of drade 26/70 na“ural gasoline, or its substantial eguivalent.
is less than 2¢ per galloen, 15% of the value of the gzsoline contained 1n said gas.

(b) When the average price of Grade 26/70 natural gasoline, or its substantial equivalent,
is 2¢ but less than 3¢ per gallon, 20% of the value of the gasoline contained in said gas.

(c) When the average price of Grade 2£/7C natural gasoline, or its subsianitial equlivalert,
is 3¢ but less than L4 per gallon, 25% of the value of the gasoline contained in said gas.

(d) When the aversge price of Grade 26/70 nztural gasolins, or its substantial equivalent,
is 44 but less than 5¢ per gallen, 30% of the value of the gasoline contained in sald gas.

(e) When the average price of Crade 26/7C natural gasoline, or Zts substantial equivalent,
1s 5¢ or more per gallon, 33-1/3% of the value of the gasoline contained in sald gas.

The value of the gasoline contained In a thousand cubilce feet of gas shall be determined
by multiplying the gasolline content (determined as herelnabove provided) by the average sales
price of Grade 26/70 natural gasoline, or its substantial equivalent, as guoted in the National
Petroleum News for the North Texas District during each settlement period.

ADDITIONAL PRODUCTS: Buyer shall, with reference to all
by paying Seiler for gas delivered under this contract, in addition to the sum of money cther-
wise provided tc be pald therefor, a sum tc be computed by multiplying the actual average net
sales price of additiocnal products, hereinafter defined, by the quantity of additional products,
actually saved and sold from the plant attributable to gas delivered by Seller to Buyer, and
multiplying the result by whichever of the following percentages 1s applicable, to wit:

additional products, compensate Seller

15% when said average net sales price of additional products is 2¢ or less per

gallon.
price of

szles

20% when sald average het

additional products
less than U4¢ per gallon;

is more than 2¢ but

25% when sald avesrage net
gallon but less than 6¢;

sales price of additional products s 44 or more per

33-1/3% when sald average
per gallon.

net sales price of additional products 1s 6f or more

The "average net sales price of additlonal products” shall be the average net sales price per
gallon f.o.b. plant of additional products saved and sold during the settlement perlod involved.

As to any of such additional products that Buyer removed from gald plant for 1ts own use at points
away from the plant same shall be deemed to have been sold f.o.b. the plant at the same price per
gallon at which actual sales to others f.o.b. the plant of like materlal during the settlement
period. 1In the event there should be no actual sales of additional products from the plant to
others during any settlement perlod, then the average net sales price which Buyer shall use in com-
puting payment to Seller for any of such additional products used by Buyer, as aforesald, shall be
the welghted average net saies trice of three (3) other manufactures, f.o.b. thelr plants, of llke
material in the same general area d.iring such settlement period. The "guantity of additlional pro-
ducts actually saved and sold from Buyer's plant attributable to gas delivered by Seller to Buyer'
shall, for the purpose of thils computation, be that percentage of such additlonal products actually
saved and sold from the plant, expressed in gallons, which the total gascline content (determined
as hereinabove provided) of the gas delivered by Seller to the plant bears to the total gasoline
content of all gas delivered to the plant (determined in a like manner). DBy the term "additlonal
products” is meant all products other than and in addition to residue gas and natural gasoline not
in excess of 2% R.V.P. currently being manulaztured in Buyer's plant.

ILLEGIBLE

——




OIL CONSERVATION COMMISSION . /g/fﬁi« f:” ys ,E’ -
P. O. BOX 871 R

SANTA FE, NEW MEXICO VA T

January 19, 1954

Cit_i/quervice 0Oil Company
Hobbs, New Mexico

Gentlemen:

Reference is made to our discussion of December, 1953 pertaining
to the use of gas from your Closson, Closson A and Closson B leases in
Sections 6, 18 and 20 of Township 22 South, Range 36 East, Lea County,
New Mexico, by the United Carbon Cempany.

An examination of our records reveals that the following wells are
producing from the Jalco Gas Pool and must be produced and prorated in

‘accordance with the rules and regulations governing the Jalco Gas Pool.

Closson, Well #1, NW/4 SE/4 Section 6,
Township 22 South, Range 36 East,

Closson A, Well #1-A, NE/4 NE/4 Section
18, Township 22 South, Range 36 East,

Closson A, Well #3-A, NE/4 SE/4 Section
18, Township 22 South, Range 36 East, and

Closson B, Well #6-B, SW/4 NW/4 Section
20, Township 22 South, Range 36 East.

Two wells operated by Cities Service and located in the Closson
lease are not producing from the productive limits of the Jalco Pool and are
therefore not subject to proration at this time. Please bear in mind that
there is a possibility that these wells may be prorated in the future. These
wells are as follows:

Closson #4, SE/4 SE/4 Section 6, Township
22 South, Range 36 East, and
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OIL CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

Cities Service Cil Company, p. 2
January 19, 1954

Closson #8, NE/4 NE/4 Section 6, Township
22 South, Range 36 East.

The reason that these two wells are not considered as producing from the
Jalco Pool is because our records reveal that they produce from a zone in
the lower Seven Rivers and the Jaleco Gas Pool is defined as being productive
from the Yates and all but the lower 100 feet of the Seven Rivers. The #4
Closson is producing from a 50 foot section {(2500'-3589') the top of the zone
3500 being 89' above the base of the Seven Rivers. The #8 Closson is pro-
ducing from a 22' interval {(3502' - 3524') being 98 feet above the base of the
Seven Rivers.

Your January production will be considered as being produced against
your allowable assigned. Please furnish our Hobbse office the required plats
and well information as required by Order No. R-368-A. We are instructing
the Proration Department to assign the allowable on these 4 wells effective
January 1, 1954,

Ve are enclosing a copy of a letter being sent to the United Carbon
Company.,

Very truly yours,
W. B. Macey
WBM:vmc Chief Engineer

cc: United Carbon Company, Inc..”
Eunice, New Mexico

Qil Conservation Commission
P. O. Box 2045
Hobbs, New Mexico

Fletcher A. Catron, Attorney
Aanta Fe, New Mexico



BEFORE THE OIL CONSERVATION COMMISSION

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE QOIL CONSERVATION
COMMISSION FOR THE PURPOSE OF
CONSIDERING: '

CASE NO, 582
THE APPLICATION OF THE OIL
CONBERVATION COMMISSION ON ITS
OWN MOTION FOR ALL OPERATORS
AND INTERESTED PARTIES IN THE
JALCO GAS POOL TO SHOW CAUBE
WHY THE RULES AND REGULATIONS
A8 SET OUT IN ORDER R-356, WITH
ANY ESSENTIAL AMENDMENTS, §HOULD
NOT BE PUT INTO EFFECT,

PRAECIPE FOR SUBPOENA

Comes now the applicant, Texas Pacific Coal and Oil Company and
respectfully requests the Commission to issue a subpoena pursuant to the
provisions of Section 6€9-207, New Mexico Statutes Annotated, 1941.

Applicant requests that the subpoena be directed to the El Paso
Natural Gas Company, directing that company to make available to the
Commission and to the applicant, at the time of rehearing, the following:

1. An employee who is qualified to testify as to the following:

a. The amount of dry gas which it will take under their
contract with applicant in 1954 if there is no proration
of gas in the Jalco Pool; and the amount of dry gas
which it will take in 1954 under said contract if there
is proration of gas in the Jalco Pool.

b. Volume of gas by total and average by wells (Texas
Pacific Coal and Oil Company wells only) taken by
El Paso Natural Gas Company frem said gas wells
now located in the Jalco Pool during 1951, 1952 and
1953,

c. Volume of gas, average by wells nominated for the
first six months of 1954 (per well per unit),

d. Requirements of gas well gas for last six months of
1954, so far as known fer the Jalco Pool (per well
per unit),

e. Estimated average reduction in take during 1954
from Jalco gas wells, as a result of recent Spraberry
and other connections made or to be made outside the
State of New Mexico, as compared with 1952 and 1953,



2. That the Exhibits Nos. 1, 2 and 3 introduced by El Pase
Natural Gas Company at the hearing in Case No. 521 on August 20, 1953
be brought down to the date of December 31, 1953, and be made available

to the applicant at the rehearing.

Applicant further states that the above requested information is

or may be essential for the proper presentation of applicant's case on

rehearing.

WHEREF¥FORE, applicant prays that the subpoena as requested be

issued by the Commission.

{signed) John F. Russell
Attorney for Applicant, Texas
Pacific Coal and Oil Company,
P, O. Box 513

Roswell, New Mexico.




THE OXL CONSERVATION COMMISSION
OF NEW MEXICO

CASE NO. 582
ON REHEARING

SUBPOENA DUCES TECUM

STATE OF NEW MEXICO TO:

A. L. HILL, A8 AQENT AND EMPLOYEER
OF EL PASO KATURAL GAS COMPANY, A
CCRPCRATION, P. C. BOX 1492, EL
PASO, TEXAS.
GREET INQS:
You are hereby c¢ommanded to appear at 9 ofclock a.m. on
January 4, 1954, at Mabry Hall, State Capitol, Santa Fe, New Mexico,
befors the 0il Conservation Commission of New Mexieo, to then and there
testify in the matter of rehsaring in Cause No., 582, whersin Texas
Pacific Cosl & Oil Company is Petitioner, and have you then and there
such memoranda and records as may be necessary or useful in testifying
upon the matters and things set out in abtached copy of Praecipe.
HEREIN FAIL NOT.
DONE at Santa Fe, New lMexico, on this 13th day of Jamuary,

1954, under the seal of the New lexigo Cil Conservation Commission.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

R. k. Spurrier,
Member of said Commission

QB AT



BEFORE THE OIL CONSERVATION COMMISSION

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION FOR THE PURPOSE OF
CONSIDERING:

CASE NO, 582
THE APPLICATION OF THE OIL
CONSERVATION COMMISSION ON ITS
OWN MOTION FOR ALL OPERATORS
AND INTERESTED PARTIES IN THE
JALCO GAS POOL TO SHOW CAUSE
WHY THE RULES AND REGULATIONS
A8 SET OUT IN ORDER R-356, WITH
ANY ESSENTIAL AMENDMENTS, SHOULD
NOT BE PUT INTO EFFECT,

PRAECIPE FOR SUBPQENA

Comes now the applicant, Texas Pacific Coal and Qil Company and
respectfully requests the Commission to issue a subpoena pursuant to the
provisions of Section 69-207, New Mexico Statutes Annotated, 1941,

Applicant requests that the subpoena be directed to the El Paso
Natural Gas Company, directing that company to make available to the
Commission and to the applicant, at the time of rehearing, the following:

1. An employee who is qualified to testify as to the following:

a. The amount of dry gas which it will take under their
contract with applicant in 1954 if there is no proration
of gas in the Jalco Pooel; and the amount of dry gas
which it will take in 1954 under said contract if there
is proration of gas in the Jalco Pool.

b. Volume of gas by total and average by wells (Texas
Pacific Coal and Oil Company wells only) taken by
El Paso Natural Gas Company from said gas wells
now located in the Jalcoe Pool during 1951, 1952 and
1953,

¢. Volume of gas, average by wells nominated for the
first six months of 1954 (per well per unit).

d. Requirements of gas well gas for last six months of
1954, so far as known for the Jalco Pool (per well
per unit),

e. Estimated average reduction in take during 1954
from Jalco gas wells, as a result of recent Spraberry
and other connections made or to be made outside the
State of New Mexico, as compared with 1952 and 1953.



2. That the Exhibits Nos. 1, 2 and 3 introduced by El Paso
Natural Gas Company at the hearing in Case No. 521 on August 20, 1953
be brought down to the date of December 31, 1953, and be made available
to the applicant at the rehearing.

Applicant further states that the above reguested information is
or may be essential for the proper presentation of applicant's case on
rehearing.

WHEREFORE, applicant prays that the subpoena as requested be
issued by the Commission.

{signed) John F. Russell
Attorney for Applicant, Texas
Pacific Coal and Oil Company,

P. ©O. Bex 513
Roswell, New Mexico,




JOHN F. RUSSELL
ATTORNEY-AT-LAW
SUITE 424 J, P. WHITE BLDG.
P. O, BOX 813
RosweLL, NEw MEXiIcO

January 11, 1954

ot ?
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lr. Re R, Spurrier

Secretary and Director

Liew Mexico 0il Conservation Commission
Box 871

Santa Fe, New Mexico

Dear Mr. Spurrier:
I am enclosin% herewith a Praecipe for Subpoena
2

in Case No., 582, and will avpreciate your issuing
the Subpoena as requested.

Very truly yours,
ézgi;f;t,Russell 77

JFR/d jk
Enecls.



