OIL CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

November 10, 1954

Neal & Girand
Neal Building
Hobbs, New Mexico

Attention: Mr. W, D. Girand, Jr.
Re: Exceptions to Order No. R-520

Entered in Case No. 673 on
Behalf of Me-Tex Supply Company

Gentlemen:

After considering your application for proposed exceptions
in the above matter, it is the opinion of this Commission that such
exceptions should not be considered without notice and hearing before
the Cormmmission.

Please advise if you desire the proposed exceptions to
Order No. R-520, set for hearing.

Very truly yours,

W. B, MACEY,
Secretary and Director

WBM/ir



BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

PROPOSED ORDER OF THE OIL CONSERVATION COMMISSION
IN REGARD TO CASE NO. 584 AND COMPANION CASES,

ORDER OF THE COMMISSION

BY THE COMMISSION:

This case came on for hearing at 9:00 o'clock A.M. on
October 28, 1953 at Santa Pe, New Mexico and from month to month
thereafter until final hearing on May 10, 1954, 9:30 A.M. at
Santa Fe, New Mexlco before the Oil Conservation Commission of
New Mexico, hereafter referred to a&s the "Commission".

NOW, on this the day of , 1954, the

Commission, a quorum belng present, having considered the testimony
adduced, the exhiblts received, statements of interested parties, the
official records of this Commission and other pertinent data, and
being fully advised in the premises, finds:

(1) That due public notice having been given, the
Commisslion has Jurlsdlction of this cause.

(2) That the Commission, for the purpose of preventing
waste and drainage and for the protection of correlative rights,
entered Order R-356, sstablishing certain general or stand-by rules
and regulations relating tc the proration of gas wells, proration
unite, well spacing, and other related matters in the gas pools of
Eddy, Lea, Chaves and Roosevelt Countles, New Mexico, applicable
in all cases only after speclal rules for each gas pool shall have

been promulgated.



(3) That thereafter, after due notice and hearing, Order
R~-370 was duly entered by the Coumission. Order R-370 adopted the
general or stand-by rules promulgated by Order R-356 as the
speclal ruies and regulations of the Bumont Gzs Pool, heretofore
established. Order R-370 was entered pending a further order in the
premises, said order to be entered only after all interested parties
wore afforded an opportunity to be heard in the matter.

(4) That thereafter the Commission continued to take
testimony and hear statements of all interested parties through the
1ith day of May, 1954, and as a result of such hesarings and after
consideration of the testimony adduced, determined that special pool
rules should be promulgated for the Bumcont Gas Pool, heretofore
established, described and claszified as a gas pool.

(5) That pending further study and orders the allocation
of gas iln the Eumont Gas Pool should be calculated on the basies of
100% acreage, based upon 160 acre proration units, which unit is
limited to 160 acres within any sectiom of the U. 3. Public Land
Surveys and such unit to consiast of not less than 158 nor more than
152 seres substantially in the form of a square lusofar as the
creation of units for the production of gas from existing gas wells.
And further, requiring the creation of standard 160 acre prorstion
units limited to a regular quarter section subdiviasion of the U. 8.
Public Land Surveys and consisting of not less than 152 nor more
than 162 acres on all units established for the drilling of gas wells
from and after the effective date of this Order and provided further,
that provision for deviation therefrom, particularly in cases of



wells heretofore completed, where the impracticabllity of
unitization 1s apparent.

(6) That an adequate gas well testing procedure should be
adopted as soon as possible so that operators, purchasers and the
Commission can determine the fairness and feasibllity of an
allocation factor for the pool which employs the factors of
deliversbility, pressure, or any other factor relating to gas well
productivity.

IT IS THEREFORE ORDERED:

That Special Pool Rules applicable to the Eumont Gas Pool
be and the same are hereby promulgated and are az follows:

SPECIAL RULES AND REGULATIONS
FOR THE EUMONT GAS POOL
LEA COUNTY, NEW MEXICO
WELL SPACING AND ACREAGE REQUIREMENTS FOR DRILLING TRACTS.

RULE 1. Any well drilled a distance of one mile or more
outside the boundary of the Eumont Gas Pool shall be classified as a
wildcat well. Any well drilled less than cne mile outside the
boundary of the Eumont Gas Pool shall be spaced, drilled, operated
and prorated in accordance with the rules and regulations in effect
in the Eumont Gas Pool.

RULE 2. Each well drilled within the Eumoat Gas Pool after
the effective date of this Order shall be drilled not closer than
660 feet to any boundary line of the proration unit, nor closer than
330 feet to a guarter-quarter section or subdivision inner boundary
within sald unit, nor closer than 1,320 feet to 2 well driliing to
or capable of producing from the zame pool. Any well drillied to and
producing rom the Eumont Gas Fool, as defined, prior to the



effective date of this Order at & location conforming with the
spacing requirements effectlve at the time sald well was drilled,
shall be conaidered to be located in conformance with this rule
and such well or wells shall be entitled to a full unit allowsble
irrespective of the avallable acreage assignable to said well;
provided, however, the operator shall assign contiguous acreage
within the legal section to such existing well or wells as is
owned and controlled by sald operator to the extent required for
a standard proration unlit where possible.

RULE 3. The Secretary of the Commission shall have
authority to grant exception to the requirements of Rule 2 without
notice and hearing where application has been filed in due form and
the necessity for the unorthodox location is based on topographical
conditions or is occasioned by recompletion of a well previously
drilled to another horizon,

Applicant shall furnish &ll operators within a 1,320 foot
radius of the proposed well & copy of the application to the
Commission. The application shall include a list of names and
addresses of all operators within such radius together with proof
that notice has been glven said operators &t the addresses given.
The Secretary of the Commlission shall approve such unorthodox
location at the expiration of ten days from the receipt of said
application, providing no objections to the granting of said
application have been received from cperators owning off-set property
within a 1,320 foot radius; however, in the event objections 1in
writing have been recelved by the Commission from an operator owning

off-set property within & 1,320 foot radius to the granting of the



unorthodox location, then the Commission shall assign the
application & case number and after due notice and hearing,
consider the application.

RULE 4. The provisions of state-wide Rule 104 Paragraph (k)
shall not apply to the Eumont Gas FPool located in Lea County, New
Mexlico.

GAS PRORATION RULE

RULE 5. (=) The acreage allocated to a gas well for
proration purposes shall be known &s the gas proration unit for that
well. In the Eumont Gas Pool a standard proration unit shall
consist of between 155 and 162 contiguous surface acres, substantially
in the form of a square, and located within a single designated
section of the U. 3. Fublic Land Surveys, provided, however, that
any well drilled to and producing from the Eumont Gas Pool, as
defined, prior to the effective date of this order at & location
conforming with the spacing requirements in effect at the time said
well was drllled, shall be entitled to a full unit allowable
irrespective of the available acreage assignable to said well;
provided further, however, the opsrator shall assign all acreage
owned to such existing well or wells as 1s owned and controlled by
sald operator within the regular section of the U. $. Public Land
Surveys to the extent of the acreage required to form a standard
proration unit.

A non-standard gas proration unit may be formed after
notice and hearing by the Commisslon or uander the provisions of
Paragraph (b) of this rule.



Any gas proration unit contalning between 158 and 162
acres shall be consldered to contaln 160 axres for the purpose
of computing sllowables.

Not more than one allowable shall be assigned to any
well bore irrespective of the number of acres assigned by the
operstor to the unlt,

(v} The Zecretary of the Commission shall have authority
to grant an exception to Rule 5 (a) without notice or hearing where
application has been filed in due form and where the following facts
are found by the Secretary to exist and the applicant has complied
with the following provisions:

1. The non-ztandard gas proration ualt consists of
contiguous quarter-quarter sections or lots lying wholly within a
designated sectlion of U. 3. Public Land 3urveys.

2. The entire non-standard gas proration uanit may reasonably
be presumed to be productive of gas.

3. The length or wldth of the non-standard gas proration
unit does not exceed 5,280 feet,

4, The applicant presents written consents in form of
waivers from (1) all operators owning interests in the section in
which aay part of the non-standard gas proration unit 1s situated
and which acreage ls not included in said non-standard gas
proration unit; and (2) all operators owning interest withian 1,500
feet of the wellsite at which sald gas proration unit ia proposed
to be allocated or applicant may furnish proof of notice to all
operators owning interest in the section 88 well as operators ownlng

interest within 1,500 feet of the wellsite of applicant's intent



to form such non-standard gas proration unit. In such case the
Secretary of the Commission shall defer action on sald application
until the expiration of ten days from the date of the recelpt of
seid application and in the event no formal protest in writing
glving the reasons therefor have been flled with the Commission,
the Secretary may approve the application without notice or
hearing.

RULE 6. (&) The Commission, after notice and hearing,

shall consider the nominations of gas purchasers from the Eumont

gas Pool and other gas pocls as well as other relative data and shall
fix the allowable production of the Eumont (as Pool and shall
allocate the allowable production among the gas wells in the Eumont
Gas Pool upon a reasonable basis with due regard to the total
nominations for gas and with due regard to correlative rights.

(v) The maximum allowable assigned to any well
shall be fixed by first deducting allowables assigned to marginal
wells and the remalnder of the gas allowable within the Eumont Pool
to be allocated to the remaining gas wells in proportion that the
number of scres contalned in the zas proration unlt for the
particular well bears to the allowable fixed per 1560 acre unit,
except as Lo those designated gas wells being operated and produced
by operators on the lst day of January, 1552 as gas wells, such
wells to receive full unlt allowable regardless of the number of
acres attributable to the proration unit assigned to said well.

RULE 7. At least 30 days prior to the beginning of each
gas proration period the commission shall hold hearing sfter due
notice has been given. The Commission shall cause to be submitted

by each gas purchaser its "Preliminary Nominations" of the amount



of gas which each in good falth actually desires to purchase within
the ensuing proration period, by months, from the Eumont Gas Pool.
The Commission shall consider the "Preliminary Nominaticna" of
purchasers, actual production, and such other factors as may be
.deemed applicable in determining the amount of gas that may be
produced without waste within the ensulng proration period.
"Preliminary Nominations” shall be submitted on & form prescribed
by ﬁhe Commission.

RULE 8. In the event a gas purchaser's market shall have
increased or decreased, he may file with the Commission prior to
the 10th day of the month a2 supplemental nomination, showing the
amount of gas he actually in good faith desires to purchaase during
the ensuing rproration month from the Eumont Gas Pool. The Commission
shall hold a public hearing between the 15th and 20th days of each
month to determine the reasonable market demand for gas for the
ensuing proration month, and shall lsaue a proration schedule setting
out the amount of gas which each well may produce during the ensuing
proration month. Included in the wmonthly proration sehedule
shall be a tabulation of allowable snd production for the second
preceding month together with an adjusted sllowable computation
for the second sreceding month. 3ald adjusted allowable shall be
computed by comparing the actual allowable assigned with the actual
produstion. 1In the event the allowable assigned is greater than
the actual production, the allowables assigned the top allowable
units shall be reduced proportionately, and in the event that allowable
assigned 1s less than the production, then the allowables assigned
the top allowable units shall be increased proportionately. "Supplemental



Nominations" shall be submitted on a form prescribed by the
Commission,.

The Commission shall include in the proration schedule
the gas wells in the Eumont Gas Pool delivering to a gas
transportation facllity, or lease gathering system, and shall include
in the proration achedule of the Zumont Gas Pool any well whieh it
finds 18 being unreasonably discriminated agaimst through denial of
2ccess to a zas transportation facility, whiech 1s reasonably
ecapable of handling the type of gas produced by such well. The
total allowable to be allocated to the pool each month shall be
equal to the sum of the supplemental nominations together with any
ad Justment which the Commission deems advisable. The allocation
to a pool remeining after subtracting the capacities of marginal
units shall be divided and allocated ratably among the non-marginsl
gas proration units as ectablished by the Commission.

RULE 9. Underproduction: The dates 7:00 A.M., January lst
and 7:00 A.M., July 1st, shall be known as balancing dates and the
perlods of time bounded by these dates shall be known as gas
proration pericds. The amount of current gas alliowable remalning
unproduced at the end of each proration period shall be carried
forward to and may be produced during the next succeeding proration
period in addition to the normal gas allowable for such succeeding
perlod; but whatever amount thereof is not made up within the first
succeedinz proration period shall be cancelled. If, at the end of
the first succeeding upeovatlon perlod, a greater amount of allowable

remalins unproduced than was carrled forward as under-production, the



amount carried forward to the second succeeding period shall be the
total under-production less the amount carried forward to the first
succeeding period.

If it appears that such continued under-production has
resulted from inability of the well to produce its allowable, it
may be classified as 2 marginal well and its sliowable reduced to
the well's ability to produce.

RULE 10, Overproduction: A well which has produced a
greater amount of gas than was allowed during a given proration
period shall have its allowable for the first succeeding proration
period reduced by the amount of such overproduction and sueh
overproduction shall be made up within the first succeeding proration
period. If, at the end of the first succeeding proration pericd,
the well 1s stil. overproduced, and has not been in balance since

,the end of the preceding proration period, then 1t shall be shut in
and its current monthly allowable charged against sald overproduction
untll the well 1s in balaunce. If, at any time, a well 1s overproduced
an amount equaling six times 1ts current monthly allowable, it

shall be shut in uantil it 1s in balance.

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

RULE 11. No gas well completed and producling on January 1,
1954, shal. be glven an allowable until Form C-104 and Form C-110



have been filed together with a plat showing acreage attributed
to said well and the locations of all wells on the leamse.

RULE 1&. Allowables to newly completed gis wells shall
commence on the date the operator has furnished the Commission with
2ll of the gas well testing dats now required or hersafter required
by the Commlssicn in order to establish the productivity of the well
or on the date of the filing of Form C-10A and Form C-110 together
with plat described in Rule 11, however, should the opsrator of a
newly completed gas well or wells fall to procure a connection to a
gas trsasportation facility within the second proration periocd after
the date of completion of the well, then and in that event the
allowable attributable to sush newly completed gas well or wells
shall be cancelled a&as to the first proration period allowable and
in no event shall any newly completed ges well be allowed a gas
allowable covering & greater proration period than the period in
which a connection with & gas transportation faclility is obtained
and the proration period ilmmediately preceding the date of connection,
providing the well was completed within said period.

RULE 13. The wmonthly gas production from each well shall
be metered separately and the gas production thersfrom shall be
reported to the Commission 20 as to reach the Commission on or before
the twentleth day of the mounth next succeeding the month in which the
gas was produced. The flow producticn of gas from each gas well shall
be charged against the well's allowable regardless of what
disposition has been made of the gas; provided, however, that gas used
on the lease for consumption in lease houses, treaters and combustion
engines for pumping equipment, shall not be charged against the well's
allowable.



DEFINITIONS
RULE 14. A gas well shall mean a well producing with a

gas-01l ratic in excess of 10,000 cubic feet of gas per barrel of
oil.,

RULE 15. A well produclng from the Eumont Pool and not
classified as a gas well, &s defined in Rule 14, shall be classified
as an oll well.

RULE 15. The term "gas purchaser” as used in these rules,
shall mean any "taker" of gas either at the wellhead or at any
point on the lease where connection is made for gas transportation
or utilization. It shall be the responsibility of said "taker"” to
submit a nomination.

GENERAL PROVISION

RULE 17. No gas, elther dry gas or casinghead gas, produced
from the Eumont Pool shall be flared or vented unless specifically
authorized by order of the Commisslon after due notice and hearing.

RULE 18. 0il wells producing from the Zumont Pool shall
be allowed to produce a volume of gas each day not exceeding the
dally normal unit alliowable multiplied by 10,000; provided, however,
that such well shall not be allowed to produce oil in excess of
the normal unit allowable ag ordered by the Commission uander the

provisions of Rule 505.



