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Dear Sir:

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

It is to be pointed out that these rules in no way are binding on the
member companies, but were adopted by a majority vote of the General Rules
Sub~Cormittee,

Yours very truly,
SAMEDAN OIL CORPORATION,Chairman

General Rules Sub~Conmittee

/s/ By: George E, Trimble

IT:kb
enclosure
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June 2, 1953
Hobbs, New Mexico



GENERAL RULES FOR GAS PRORATION
IN
1EA, EDDY, ROOSEVLLT, ARD CHAVES CCUNTIES, NEW MEXICO

DEFINITION OF A GAS WELL
(Modified definition #24 of State~Wide Rules)

GAS' WELL shall mean a well produ01ng gas or natural gas from a common soux-
of gas supply from a gas pool determined by the Commlssion..

Modified State-wide Rule 104 (f)

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

(1) The necessity for the unorthodox 1ocat10n is based on topo—
graphlcal condltlons, or is occa51oned by the revompletion of a
well previously drilled to another horizon, and
(2) (a) The ownership of all oil and gas leases within a radius
cf 660 feet of the proposed location is common with the ownership
of the oil and gas leases under the proposed location, or
(b) All owners of oil and gas leases within such radius consent
in writing to the proposed location.

Modified State~wide Rule 1Oh,(k>

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

Suggested addition to State-wide Rule #506

RULE 506 (e)

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

in order to prevent waste,
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Modified State-wide Rule 601

RULE 601 ALLOCATION OF GAS PRODUCTION

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

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

(¢) The term Ygas purchaser" as used herein, shall mean the "taker™ of gas
at the wellhead and it shall be the responsibility of sald "taker" to submit
the nomination. An Operator of the gas well who takes gas at the well head and
uses such gas for his own operations either on leases or in a fuel system shall
submit the nomination form.

Modified State-wide Rule 602

RULE 602 PRORATION UNITS

For the purposes of gas allocation in the absence of special pool rules a
standard proration unit shall consist of between 158 and 162 contiguous surface
acres substantially in the form of a squarse which shall be a legal subdivision
(quarter seection) of the U, S, Public Land Surveys. Any allocation unit contain-
ing 1ess than 158 acres or more than 162 acres shall be & non-standard unit and
its allowable shall be decreased or increased to that propoftion of the standard
unit allowable that the number of acres contained therein bears to 160 acres.

Modified State-wide Rule 603

RULE 603 =~ ALLOCATION

(a) At least 30 days prior to the beginning of each gas proration period the
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Commission shall hold a heaiing after due notice has been issued. The Commissiou
shall cause to be submitted by the purchasers of gas their nominations of the
amount of gas which each in good faith actually desires to purchase within the
ensuing proration beriod by months from each gas pool from which he purchases gas.
Tie Commission shall consider nominations of purchasers; actual production, and
guch other factors as may be deemed applicable in determining the amount of gas
that may be produced without waste within the ensuing proration pericd.

(b) The Commnission shall cause to be submitted each month supplemental
nominations from purchasers of gas in like manner as the nominations described
above setting out changes, if any, which should be made due to fluctuations of
market demand. The Commission shall hold a public hearing between the 15th and
20th days of each month to determine the reasonable market demand for gas for the
ensuing proration month and shall issue a proration schedule setting out the amount
of gas which each well may produce during the ensuing proration month. The Commis~
sion shall include in the pruration schedule all wells producing from any reservoir
appearing on the proration schedule. The total allowable to be allocated to the
wells in the pocl shall he determined by the Commission in the following manner:
The total allowable for the current month shall be equal to the total market demand
for the current month plus the total market demand for the preceding month less
the total allowable for the preceding month less the net field status al the end
of the second preceding month.

(¢) The allocation to a pool remaining after subtracting the capacities of
marginal units shall be divided and allocated ratably among the non-marginal units
in the amount that the acreage contained in each unit bears to the total acreage
allotted to such non-marginal units; provided that for this purpose standard units
as defined in Rule 602 above shall be deemed to contain 150 acres. For the purpose
of assignment of allowables to gas wells, the unit of proration shall consist of no
less than 140 acres nor more than 640 acres. More than one proration unit may be
assigned to a gas well and the allowables assigned said well may be increased
proportionately provided that:

(1) 411 acreage in such units may reasonably be presumed to be productive

of gas; and
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(2) the multiple unit so formed shall not have an over-all lemgth-or wiétﬁ
exceeding 5280 feet; and

(3) the well to which such additional units are assigned shall be located
rot closer to any boundary of such pooled tnits than the distance repréSentqd by

25% of the length of the longer of the two boundaries of said poolé& unit which
are adjacent to said first mentioned boundary. Provided further, that where three
'pforatién units are pooled the well shall not be located more than 1320 feet from
the nearest boundary of any unit so pcoled.

Modified State Wide Rule 601,

RULE 604 BALANCING OF PRODUCTION

(a) Underproduction

The dates 7:00 A«Me March 1, and 7:00 A.M. September 1, shall be known as
balancing dates and the periods of time bounded by these dates shall be known as
gas proration periods. The amount of current gas allowabie remainingunproduced
at the end of each proration period shall be carried forward to angd may be pro-
duced during the next succeeding proration period in édditiogﬁtg the normal gas
allowable for such succeeding pericd, but whatever am§unt thevegfiié.not made up
within the first arceeding proration period shall be cancelled, I1f, at the end of
the first succeeding proration period a greater amount of allowable remains
unproduced than was carried forward as underproduction, the amount earried forward
to the second succeeding period shall be the total underproduction less the amount,
carried forward to the first succeeding perioed.

If it appears that such centinued underproductiof ﬁﬂé désulted from inability
of the well to produce its allowable, it may be claégified as a targindl well and
its allowable reduced to the well's ability to produces

(b) Overproduction |

A well which has produced a greater amount of gas than was allowed during a
given proration period shall have its allowable for the first succeeding proration
period reduced by the amount of such overproduction and such overproduction shall

be made up within the first succeeding proration periode. If at the end of the



Page 5
first succeeding prrorati-n peried the w21l is still overproduced it shall be shutb
in and its current monthly allowable charged against said overproduction until the
well is in balance. If, at any time a well is overproduced as amount equalling
sizx times its current monthly allowable, it shall be shut in until it is iu
balance.

ie Comoission mar allow overproduction to be made up at a lesser rate than
would be the case if the well were completely shut in upon a showing at public
hearing after due notice that complete shut in of the well would result in
material damage to the well,

Moiiied State-Wide Rule #0605

RULE 605 CGRANTING (F ALLOWABLES

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

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

Suggested Rule #6056

RULE 6046 REPORTING OF PRODUCTION

The monthly gas production from each gas well shall be metered separately
and the gas production therefrom shall be submitted to the Commission.so as to
reach the Commission on or before the twenty-fifth day of the month next succeeding
the month in which the gas was produced. The operator shell shown on such form
what disposition has been made of the gas produced. The full production of gas
from each well shall be charged against the well’s allowable regardless of what

disposition has been made of the gas.



