
MEMORANDUM 

To: The Oil Conservation Commission 

F r o m : W„ B . Macey 

Subject: Cases 582 through 590: General rules f o r the p ro ra t i on ing of 

gas i n the Ja lco s Langmat , Eumont , A r r o w , Amanda, B l i n e b r y , 
Tubb, Justis and Byers-Queen Gas Pools . 

In accordance w i t h M r . S p u r r i e r ' s request., f o l l owing are m y r e c o m ­
mendations per ta in ing to the above l i s t ed Cases held in Santa Fe , on October 26 
through 28. In order to evaluate the basic recommendations the fo l l owing h i s to ry 
of these cases should be observed. 

L The Commiss ion or ig ina ted hearings on a general fou r county area 
(Lea , Eddy, Chaves and Roosevelt Counties) on M a r c h 17, 1953 under Case 521. 
The purpose of this hearing was to establ ish means and methods of p r o r a t i n g gas 
in this f ou r county area. In A p r i l , 1953 this Case was consolidated wi th Case 245 
i n accordance wi th Order No. 264 issued i n Case 245. (Case 245 and subsequent 
Order R-264 established the defined l i m i t s and producing in te rva l s of gas pools i n 
Southeast New M e x i c o . ) As a resu l t of the M a r c h 17th hear ing, the Commiss ion 
appointed a Commit tee to propose suggested rules i n Case 521 and suggested r e ­
visions i n Case 245. The f i n a l r epor t of the commi t t ee , containing recommendations 
i n both Case 245 and Case 521 was made on August 20 s 1953 and on August 28, 1953 
the Commiss ion issued Order R-356 i n Case 321 out l in ing "Stand-by" rules f o r the 
fou r - coun ty area. (No addi t ional order has been issued i n Case 245 as yet) . The 
Commiss ion then adver t ised nine gas pool cases f o r hearing on September 17, 1953, 
the Commiss ion ' s adver t i sement request ing an order es tabl ishing pool ru les and 
other re la ted mat te r s insofa r as they were set f o r t h i n Order R-356. Some t e s t i ­
mony was received at this t ime and as a r e su l t of these hearings, Orders were 
issued in each Case requesting operators and other in teres ted par t ies to show cause 
why the rules as outl ined i n Order R-356 should not be put i n e f fec t on November 1, 
1953. The hearings were conducted on October 26, 27 and 28 wi th extensive t e s t i ­
mony being given i n each case. The tes t imony and evidence given i n these hearings 
ts the basis f o r the f o l l o w i n g recommendat ions . Since the Rules as outl ined i n 
Order R-356 are n u m e r i c a l i n sequence the f o l l o w i n g comments and recommenda­
tions w i l l be made i n the same n u m e r i c a l o rder . 

Rule 1: The recommended prov is ions of Rule 1 should be changed since 
they apply solely to a defined gas poo l . The ru le provides an exception to some of 
the p rov is ions 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 w i t h 
gas pools i n p a r t i c u l a r . A l s o a f u r t h e r p r o v i s i o n should be included as sub-para­
graph (c) of the Rule to p rov ide as f o l l o w s : 

(c) When the w e l l is located upon a t r a c t of not less than a 
quar ter section of approx imate ly 160 surface contiguous acres substant ia l ly i n the 
f o r m of a square which shal l be a legal subdivis ion (quar ter section) of the U . S. 
Pub l i c Land Survey. 

Rule 2: The provis ions of th is rule should be placed i n e f fec t i n a l l nine 
pools . 
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Rule 3: A n appropriate r ev i s ion of Rule 3, per t inent to each pool name 
should be inser ted i n each set of pool ru l e s . 

Rule 4: This p r o v i s i o n should be set f o r t h i n each set of pool ru les . 

Rule 5: This Rule and a po r t ion of Rule 8 per ta in ing to P r o r a t i o n units and 
the f o r m a t i o n of unorthodox gas units should be amended i n such a manner to l i m i t 
the standard p r o r a t i o n uni t to a legal quar ter section of approximate ly 160 acres and 
a l lowing exceptions thereto only a f t e r notice and hear ing. Exceptions should be 
l i m i t e d to only extreme cases where Communi t i za t ion is i m p r a c t i c a l because of the 
prescence of a w e l l which has been producing f o r considerable length of t i m e , or 
where acreage is so situated that w e l l locations can be adequately placed so as to 
insure adequate uni t drainage i n spite of the unorthodox uni t and the co r r e l a t i ve 
r igh ts of everyone are protec ted . F u r t h e r m o r e „ a po l icy of not approving unorthodox 
units where another unorthodox uni t i s f o r m e d thereby (thus s ta r t ing a chain reaction) 
should be s t r i c t l y adhered to . I t is recognized that this p o l i c y which i n e f fec t promotes 
the f o r m a t i o n of communi t i za t ion or pool ing agreements w i l l cause some more work 
on the p a r t of everyone concerned but the inequit ies which could ar ise f r o m a large 
number of unorthodox units f a r out-weighs the work involved . 

Since i t is contemplated that the p r o r a t i o n pe r iod i n each pool w i l l 
s ta r t January 1, 195$, i t i s en t i r e ly possible that a great number of Communi t i za t ion 
Agreements w i l l be delayed i n execution u n t i l a f t e r the s tar t of the p r o r a t i o n pe r iod 
or a f te r the comple t ion of the w e l l . T h e r e f o r e , i t is recommended that each pool 
order contain a p r o v i s i o n out l in ing a po l i cy which would a l low the to t a l acreage 
f o r m e d by the agreements and thus dedicated to a w e l l s be made re t roac t ive to the 
f i r s t day of the p r o r a t i o n pe r iod or the f i r s t day the w e l l produces, whichever date 
is the la ter , p rov ided , that the executed Communi t i za t ion Agreement is i n f o r c e 
and e f fec t on the last day of the p r o r a t i o n p e r i o d . 

Rules 6 and 7: The provis ions of these rules should be placed into e f f ec t 
i n each pool as out l ined. 

Rule 8: The f i r s t sentence of Rule 8 should be included as the last paragraph 
and the remain ing p rov i s ions of the ru le deleted f r o m a l l pool ru l e s . This w i l l r e ­
quire the r e -number ing of Rules 9 through 15. The reason f o r the delet ion of that 
po r t ion of Rule 8 is outl ined i n m y r emarks under Rule 5. 

Rules 9 through 15; The provis ions of these rules should be incorpora ted 
i n each set of pool rules without any changes. 

F u r t h e r Recommendations: 

I t is f u r t h e r recommended that the Commiss ion place i n the hands 
of a l l opera tors , " p r e l i m i n a r y " nominat ion f o r m s so that the Commiss ion may 
consider the nominations f o r each of the 9 pools f o r the f i r s t six month pe r iod of 
1954 at the regular November hear ing on November 19th. Ins t ruc t ions should be 
sent out w i th the f o r m s stat ing that the nominations should apply to only those 
wel l s which are considered gas wel ls and which are not on the o i l p r o r a t i o n schedule. 



I n i t i a l l y each purchaser or taker of gas should also include wi th 
h:,s nominat ions the w e l l or wel l s f r o m which he desires to purchase gas January 
1̂  1954. This would a l low the Commiss ion staff an opportuni ty to check to see 
that each w e l l to be l i s t ed on the schedule is known beforehand and that the w e l l is 
not also l i s t ed on the o i l p r o r a t i o n schedule,, 

In this connection I believe i t also advisable to point out that a 
p r o v i s i o n should be inser ted i n each pool order stating that the Commiss ion w i l l 
continue to prora te those o i l wel ls which l ie w i th in the product ive l i m i t s of defined 
gas pools as o i l wel l s pending a complete study and redesignat ion of some of the o i l 
weLiS and poss ib ly a r e - d e f i n i t i o n of both o i l pools and gas pools. In order to f ac i l i t a t e 
this study, a l l operators i n a l l of the producing pools should be r equ i red to submit to 
the Commiss ion an e l ec t r i c log or sample l o g 9 i f avai lable , on each w e l l producing 
f r o m the same zone w i t h i n the defined l i m i t s of each gas poo l . 

I t is also recommended that an *0rder be entered immed ia t e ly i n 
Case 245 out l in ing the recommended changes i n pool nomenclature as made by the 
s~ib-committee i n this case at previous hear ings . I t is also suggested that as soon 
as this Order is entered, the Hobbs o f f i ce sent out F o r m C-123 requesting pool 
extensions which have not yet been made so that a hear ing can be held i n December 
to consider these pool extensions. 

Due to the fac t that considerable tes t imony was entered by the 
P ipe l ine Companies i n the 9 pool cases requesting some f o r m of a d e l i v e r a b i l i t y 
f o r m u l a i t is recommended that the Commiss ion , through i ts s taff , take immedia te 
steps to outline an adequate gas w e l l tes t ing p r o g r a m to govern a l l gas wel l s i n south­
eastern New M e x i c o . In connection w i t h t h i s , the Commiss ion should supply adequate 
tables and f o r m s in order that any d e l i v e r a b i l i t y f o r m u l a can be p r o p e r l y evaluated 
a f t e r the necessary w e l l tests are p e r f o r m e d . In this connection each pool order 
should contain a p r o v i s i o n that w e l l tests i n that p a r t i c u l a r pool should be made in 
accordance w i t h test ing procedure approved by the Commiss ion . 

I t is also recommended that the Commiss ion c a r e f u l l y consider the 
adv i sab i l i ty of r e fus ing to approve any subsequent dual completions (gas -o i l or gas-gas) 
where the recomple t ion i n f o r m a t i o n shows that the w e l l is not located upon a standard 
160 acr?: p r o r a t i o n uni t . I t should also be noted that some operators migh t construe 
approval of a dual to mean also approval of an unorthodox gas uni t . 

W i t h reference to the Rhodes storage area of the Jalco P o o l , a 
p r o v i s i o n should be inser ted i n the order per ta in ing to the Jalco Pool which states that 
those storage wel ls i n the Rhodes Uni t A r e a should not be governed by the pool ru l e s . 
P r o v i d e d , however, that the operator of the storage area submits pe r iod ic repor t s 
of storage and wi thd rawa l of gas f r o m the uni t area. 

Wi th pa r t i cu l a r re ference to the B l i n e b r y Poo l a study should be 
made immed ia t e ly on the wi thdrawals of gas and o i l f r o m this r e s e r v o i r and a deter­
mina t ion made a f t e r p roper notice and hearing of some vo lumet r i c wi thdrawal f o r m u l a . 

October 30, 1953 


