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E L PASO NATURAL GAS COMPANY 

PROPOSED RULES AND REGULATIONS FOR 
THE: PICTURED CLIFFS GAS POOL 

SAN JUAN COUNTY, NEW MEXICO 

WELL SPACING AND ACREAGE REQUIREMENTS FOR DRILLING TRACTS. 

RULE 1. Any well drilled a distance of one mile or more from the outer boundary of 
the Pictured Cliffs Gas Pool shall be classified as a wildcat well. Any well drilled 
less iliac, une mile from the outer boundary of the Pictured Cliffs Gas Pool shall be 
spaceds drilled, operated and prorated in accordance with the Regulations in effect in the 

Pictured Cliffs Gas Pool. 

RULE 2. Each well drilled or recompleted within the Pictured Cliffs Gas 
Pool shall be located on a tract consisting 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 sub­
division (quarter section) of the U. S. Public Land Surveys. 

RULE 3. Each well drilled within the Pictured Cliffs Gas Pool shall not be 
drilled closer than 660 feet to any outer boundary line of such quarter section nor closer than 
30 feet to a quarter-quarter section or subdivision inner boundary nor closer than 1320 feet to 

a well drilling to or capable of producing from the same pool. 

RULE 4. The Secretary of the Commission shall have authority to grant exception to 
the requirements of Rules 2 and 3 where application has been filed in due form and such excep­
tion is required because of conditions resulting from previously drilled wells in the area or, in 
the case of Rule 3, the necessity of exception is based on topographic conditions. 

Applicants shall furnish all operators of leases offsetting the lease containing subject 
ell a copy of the application to the Commission, and applicant shall include with his application 

a list of names and addresses of all such operators, together with a written stipulation that all 
such operators have been properly notified. The Secretary of the Commission shall wait at least 
20 days before approving any such exception and shall approve such exception only in the absence 

f objection of any offset operators. In the event an operator objects to the exception the Com­
mission shall consider the matter only after proper notice and hearing. 

RULE 5. The provision of Statewide Rule 104 Paragraph (k), shall not apply to the 
Pictured Cliffs Gas Pool. 

GAS PRORATION^ 

RULE So The Commission after notice and hearing, shall consider the nominations of 
gas purchasers from the Pictured Cliffs Gas Pool and other relevant data and shall fix 
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the allowable production in the Pictured Cliffs Gas Pool, and shall allocate production 
among the gas wells in the Pictured Cliffs Gas Pool delivering to a gas transportation 
facility upon a reasonable basis and recognizing correlative rights, and shall include in the prora­
tion of such pool any well which it finds is being unreasonably discriminated against through 
denial of access to a gas transportation facility which is reasonably capable of handling the type 
of gas produced by such welL 

PRORATION UNITS 

RULE 7. A, For the purpose of gas allocation in the Pictured Cliffs G*s 
Pool a standard proration unit shall consist of approximately 320 contiguous surface acres con­
sisting of the North,, Souths East or West half of a section and being a legal subdivision of the 
U. So Public Land Surveys; provided3 however 5 that a gas proration unit other than a legal half 
section may be formed after notice and hearing by the Commission, or as outlined in paragraph B. 
Any standard proration unit consisting of between 315 and 325 contiguous surface acrea shall be 
considered as containing 320 acres for the purpose of gas allocation. 

B The Secretary of the Commission shall have authority to grant an excep­
tion to Rule 7 A without notice and hear ing: 

1. Where the unorthodox size or shape of the tract is due to a variation 
in legal subdivision of the U. S« Public Land Surveys; or 

2. Where application has been filed in due form and where the following 
facts exist and the following provisions are complied with: 

a. The acreage assigned the non-standard unit lies wholly within a 
legal section. 

b. The acreage assigned the non-standard unit is adjacent to or 
contiguous with the acreage containing said well. 

c. The operator making application for such exception to Rule 7 A 
includes with such application: 

(1) waivers from (a) all operators owning interests in the half 
section in which any part of the non-standard gas proration unit is situated and which acreage is 
not included in said non-standard gas proration unit; and (b) all operators owning interests in 
acreage offsetting the non-standard proration unit; or 

(2) a list of names and addresses of all operators outlined in 
paragraph (1), together with a stipulation that proper notice has been given said operators at 
the addresses given and no objection is received by the Commission from such operators within 
20 days after the Commission receives such application. 

d. The entire non-standard proration unit may reasonably be pre­
sumed to be productive of gas. 
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80 The length or width of the non-standard gas proration unit does 
not exceed 5280 h »••.. 

Co The .Secretary of the Commission shall have authority to grant an excep­
tion to Rule 7 A after notice and hearing8 when the operator is unable to co ^nlywith the provisions 
of Rule 7 B 0 

GAS^LOCAjrrON 

ROLE Jioa At least 30 days prior to the beginning of each gas proration period io* 0 ax-
mission shall hold a hearing after due notice has been given,, The Commission shall cause to u 
submitted by each gas purchaser its nominations of the amount of gas which each in good faith 
actually desires to purchase within the ensuing proration period, by months, from the 
Pictured Cliffs Ga> Pooh 

When a pur chaser of gas. after filing its nominations for the proration period shall find 
that its requir ements for gas have increased or decreased from the amount nominated for any 
month during the proration period, such purchaser shall indicate its revised estimated require­
ments; during such month by filing supplemental nominations with the Commission at least three 
days prior to the r< gular hearing of the Commission for the month preceding such changed re­
quirements. 

All nominations shall be filed on^fjuM.pyouciribcd by the Cummlaaion. 

RJJLE So_s The Commission shall hold a public hearing at least thirty (30) days prior 
to each gas pror ation period to determine the reasonable market demand for gas produced from 
the Pictured Cliffs Gas Pool and shall issue a proration schedule for that proration 
period. 

Also, the Commission shall hold a public hearing between the 15th and 20th days of 
each month to deter mine the reasonable market demand for gas produced from the 
Pictured Cliffs Gas Pool for the ensuing proration month and shall issue a proration schedule 
for that pool allocat ing the amount of gas which each well may produce during the ensuing prora­
tion month. 

The monthly proration schedule shall include a tabulation of allowable and production 
for the second pr eceding month,, together with an adjusted allowable computation for the second 
preceding month, said adjusted allowable shall be computed by comparing the total pool allowable 
assigned with the total pool production. In the event the total pool allowable assigned is greater 
than the total pool productions the allowable assigned the non-m. T ginal and non-limited wells 
shall be reduced proportionately; and in the event such allowable assigned is less than such pro-
duction, then the allowable assigned the non =marginal and non-limite-c wells shall be increased 
proportionately. 

The Commission shall include in each proration schedule each well in said pool de­
livering to a gas transportation facility or lease gathering system and any well which it finds is 
being unreasonably discriminated again , t through denial of access to a gas transportation facility 



which is reasonably capable of handling the type of gas produced by such well. The total allowable 
to be allocated to said pool for each proration period and each mcsch shall be equal to the sum of 
the purchasers' nominations with any adjustment which the Commission r ay make. The Commissicr. 
f i rs t shall determine and classify the marginal wells in said pool. 

A well in either of the following categories shall be classified as jo^rgirial: 

Class A. Any well whose producing capacity into existing gas transportation faoilrr 
is less than 100 MCF per day. Such a well shall be permitted to produce all its producing «...r :-
into existing gas transportation facilities. 

Class B. Any well which the Commission finds has an actual producing capacity less 
than its assigned allowable. Such a well shall be permitted to produce all its producing capacity 
into existing gas transportation facilities, restricted only by the allowable it would have been assigned 
under application of the proration formula. 

A well classified in either of the marginal categories shall accrue neither underproduction nor over­
production. 

The allocation to said pool shall be divided and allocated among the wells appearing on 
each proration schedule in the following manner: (1) the sum of the allowables for all marginal wells 
and-of-wclls foxmd~by the Commioaion to have an actual producing capacity less than the assigned 
aUasEahte-shall be subtracted from the total pool allowable, (2) a tentative allocation to the non-
marginal wells shall be made by dividing the remaining pool allowable among the remaining wells 
in said pool in the proportion that the product of each well's calculated deliverability multiplied by 
the acreage attributable to that well bears to the sum of such product for all such remaining wells 
to be prorated, (3) when the tentative allowable received by a well is in excess of its known produc­
ing ability, that well shall be classified as a limited well and shall have its allowable limited to its 
producing ability for the period of time covered by that proration schedule, (4) the allowable for the 
pool remaining after subtracting the sum of the limited allowables of all limited wells shall be reallo­
cated to the remaining wells by application of the same formula, and (5) if such reallocation shall 
result in placing any other well within the limited classification, the allowable for the pool remaining 
after subtracting the limited allowables of all such additional limited wells shall be allocated among 
the remaining wells by application of the same formula until no well has received an allowable in 
excess of its known producing ability. 

The calculated deliverability mentioned in the preceding paragraph shall be that de­
liverability as determined by a test taken in accordance with tti° provisions of Order Iftr.̂  Il^3ggZBf> 
Order No. R-333A of the New Mexico Oil Conservation Commissi on or any amendments thereof. 
At the time of institution of proration, a connected well having nv deliverability tests shall have its 
deliverability estimated as per cent ( %) of its teres hour initial potential pending 
completion of its deliverability test. A temporary allowable shall be assigned such well using the 
estimated deliverability in the allocation formula until the deliverability test is taken, at which 
time those previous allowables granted the well by use of the estimated deliverability shall be re­
vised by use of the actual calculated deliverability. In like manner the estimated deliverability 
for a well that is connected during the period between the end of one annual deliverability test and 
the beginning of the next annual deliverability test shall be determined and used for proration 
purposes pending the completion of the deliverability test for such a well. After the well is con­
nected, the operator may elect to test the well in accordance with the procedure prescribed in 

AT.TEC - \+*/» 
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Grder_J»Jot R-333-*» in Order No. R-333A for the annual deliverability test or to postpone such 
test until the next annual deliverability test period* 

BALANCING OF PRODUCTION 

RULE 10. Underproduction: The dates 7:00 A . M . , March 1, and 7 00 A . M . , Septem­
ber 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 allowable remaining unproduced at 
the end of each proration period shall be carried forward to and may be produced during the first 
succeeding proration period in addition to the normal gas allowable for such succeeding period. 
That portion of such cumulative underproduction carried forward into the f irst succeeding proration 
period, which is not made up during said period shall be deducted from the total underproduction 
at the end of the period, resulting in only that volume of underproduction accrued during said period 
being carried forward as cumulative underproduction into the next succeeding proration period. 

If it appears that such continued underproduction has resulted from inability of the well 
to produce its allowable, it may be classified as a Class B marginal well as defined in Rule 9 and 
its allowable reduced to the well's ability to produce into existing gas transportation facilities. 
All underproduction accumulated to a well classified as marginal shall be added to the allocation 
for non-marginal wells and distributed thereto. 

RULE 11. Overproduction: An operator wi l l be allowed to overproduce a well during a 
proration period and to accumulate and carry over such overproduction into the f irst succeeding 
proration period in an amount not in excess of the total allowable assignable to the well based on 
nominations for the f irst succeeding proration period. Should the allowable so calculated be less 
than the accumulated overproduction at the beginning of the f i rs t succeeding proration period, the 
well must be shut-in until the overproduction has been reduced to such allowable. Should the well's 
cumulative status not be brought in balance during the first succeeding proration period, that over­
production accumulated at the end of the f irst succeeding proration period must be brought in balance 
during the second succeeding proration period or the well must be shut-in at the end of the second 
succeeding proration period until its cumulative status is in balance. 

The Commission may 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. 

GRANTING OF ALLOWABLES 

RULE 12. No gas well shall be given an allowable un*:U Form C-104 and Form C-110 have 
been filed together with a plat showing acreage attributed to saiJ well and the locations of all wells 
on the lease. 

RULE 13. Allowables to newly completed gas wells shall commence on the date of con­
nection to a gas transportation facility, as determined from an affidavit furnished to the Commis-* 
sion (Box 697, Aztec, New Mexico) by the purchaser, or the date of filing Form C-104 and Form 
C-110 and the plat described above, whichever date is the later. 
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REPORTING OF PRODUCTION 

RULE 14. The monthly gas production from each gas proration unit shall be metered 
separately and the gas production therefrom shall be reported to the Commission by the operator 
so as to reach the Commission on or before the twentieth day of the month next succeeding the 
month in which the gas was produced. The operator snail show on such report 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; provided, 
however, that gas used on the lease for consumption in lease houses, heaters, treaters, com­
bustion engines and other similar lease equipment and that gas vented in testing or as required 
to maintain production shall not be charged against the well's allowable. 

Copies of Form C-115, Monthly Production Report, submitted in compliance with 
Rule 14, shall be distributed by the operator as follows: Original to Oil Conservation Commission, 
Box 871, Santa Fe; two copies to Oil Conservation Commission, Box 697, Aztec, New Mexico. 



(S/ <^Paso ^Ylaiural ^as (Company, ^ ^ 
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TENTH FLOOR BASSETT TOWER 

'"' (S/ <^P%so, ffexas 

ADDRESS REPLY TO: 

October 2S, 1954 ""HOTTD^TEXAS'90' 

Mr. William B. Macey, Secretary Director 
New Mexico O i l Conservation Commission 
Post Office Box 671 
Santa Pe, New Mexico 

In re: Case 729 - Concerning Proration Rules f o r 
the Aztec, Fulcher-Kutz and South Blanco 
Pictured C l i f f s Gas Pools i n San Juan 
Basin, New Mexico. 

I t i s the desire of the El Paso Natural Gas Company to make s l i g h t 
amendments i n the rules presented by t h i s Company at the August l b , 
195^^ hearing on the above mentioned matter. 

I t i s considered appropriate to revise RULE 7. A. of the rules 
submitted so as to permit an operator to assign a legal quarter 
section of approximately 160 acres as the proration u n i t f o r his 
well without having a hearing or obtaining waivers. Attached 
hereto i s a copy of the amended RULE 7. A. proposed by t h i s 
Company; also attached hereto i s a copy of page four of the 
recommended rules on which i s indicated i n red a portion of the 
wording of RULE 9 which should be omitted. The omitted portion 
i s not necessary since the wells referred to i n said portion are 
those wells defined elsewhere i n RULE 9 as Class B marginal wells, 
and, therefore, are considered when providing f o r marginal wells 
i n the rule as amended. 

I t Is believed that t h i s manner of cl a s s i f y i n g marginal wells and 
providing f o r the handling of same when calculating allowables i s 
superior to the manner proposed i n the rules submitted by t h i s 
Company f o r the West Kutz Pictured C l i f f s Pool and i t i s recommended 
that t h i s be considered when preparing rules f o r that pool. 

Respectfully submitted, 

EL PASO NATURAL GAS COMPANY 

F. Norman Woodruff 
Attach. 
FNW; d 



TENTH" FLOOR BASSETT TOWER 

ADDRESS REPLY TD: 
1 DD6 MAIN ST., RDOM 1 9D 1 

HOUSTON 2, TEXAS 

October 29, 1954 

Mr. William B. Macey, Secretary Director 
New Mexico O i l Conservation Commission 
Post Office Box t i l l 
Santa Fe, New Mexico 

In re: Case 729 

Dear Mr. Macey: 

We enclose tne two attachments, amended RULE 7 

and page four of tne recommended rules, referred 

to i n Mr. F. N. Woodruff's l e t t e r to you dated 

October 2d, 1954. We omitted tnese i n mailing. 

Very t r u l y yours, 

Secretary 

Attachments: 
RULE 7 
page 4 



PRORATION UNITS 

RULE 7. A. For the purpose of gas allocation in the Pictured 

Cliffs Gas Pool a standard proration unit shall consist of approximately 320 contiguous 

surface acres consisting of the North, South, East or West half of a section and being 

a legal subdivision of the U. S. Public Land Surveys; provided, however, that an 

operator may elect to assign to his well one half a standard proration unit consisting 

of a quarter section of approximately 160 acres and being a legal subdivision of the 

U. S. Public Land Surveys. A gas proration unit other than a legal half or quarter 

section may be formed after notice and hearing by the Commission, or as outlined 

in paragraph B. Any standard proration unit consisting of between 315 and 325 con­

tiguous surface acres shall be considered as containing 320 acres for the purpose of 

gas allocation and any legal quarter section consisting of between 158 and 162 con­

tiguous surface acres assigned as a proration unit shall be considered as contain­

ing 160 acres for the purpose of gas allocation. 



which is reasonably capable of handling the type of gas produced by such well. The total allowable 
to be allocated to said pool for each proration period and each mosfch. shall be equal to the sum of 
the purchasers' nominations with any adjustment which the Commission r: ay make The Commissicr. 
f irst shall determine and classify the marginal wells in said pooL 

A well in either of the following categories shall be classified as ja^rgiaal: 

Class A. Any well whose producing capacity into existing gas transportation facili"' ? 
is less than 100 MCF per day. Such a well shall be permitted to produce all its producing .. •.' 
into existing gas transportation facilities. 

Class B. Any well which the Commission finds has an actual producing capacity less 
than its assigned allowable. Such a well shall be permitted to produce all its producing capacity 
into existing gas transportation facilities, restricted only by the allowable it would have been ass^ed 
under application of the proration formula. 

A well classified in either of the marginal categories shall accrue neither underproduction nor over­
production. 

The allocation to said pool shall be divided and allocated among the wells appearing on 
each proration schedule in the following manner: (1) the sum of the allowables for all marginal wells 

nllaipahki shall be subtracted from the total pool allowable, (2) a tentative allocation to the non-
marginal wells shall be made by dividing the remaining pool allowable among the remaining wells 
in said pool in the proportion that the product of each well's calculated deliverability multiplied by 
the acreage attributable to that well bears to the sum of such product for all such remaining wells 
to be prorated, (3) when the tentative allowable received by a well is in excess of its known produc­
ing ability, that well shall be classified as a limited well and shall have its allowable limited to its 
producing ability for the period of time covered by that proration schedule, (4) the allowable for the 
pool remaining after subtracting the sum of the limited allowables of all limited wells shall be reallo­
cated to the remaining wells by application of the same formula, and (5) if such reallocation shall 
result in placing any other well within the limited classification, the allowable for the pool remaining 
after subtracting the limited allowables of all such additional limited wells shall be allocated among 
the remaining wells by application of the same formula until no well has received an allowable in 
excess of its known producing ability. 

The calculated deliverability mentioned in the preceding paragraph shall be that de­
liverability as determined by a test taken in accordance with th« provisions of Order No. R-333 or 
Order No. R-333A of the New Mexico Oil Conservation Commission or any amendments thereof. 
At the time of institution of proration, a connected well having nv deliverability tests shall have its 
deliverability estimated as per cent ( %) of its tfcres liour initial potential pending 
completion of its deliverability test. A temporary allowable shall be assigned such well using the 
estimated deliverability in the allocation formula until the deliverability test is taken, at which 
time those previous allowables granted the well by use of the estimated deliverability shall be re ­
vised by use of the actual calculated deliverability. In like manner the estimated deliverability 
for a well that is connected during the period between the end of one annual deliverability test and 
the beginning of the next annual deliverability test shall be determined and used for proration 
purposes pending the completion of the deliverability test for such a well. After the well is con­
nected, the operator may elect to test the well in accordance with the procedure prescribed in 



N E W M E X I C O W E S T E R N O I L AND G A S C O M P A N Y ^ 

1 5 0 1 M E R C A N T I L E B A N K B U I L D I N G 

DALLAS I , TEXAS 
t 

October 29, 1954 

Mr. William Macey, Secretary, 
Oi l Conservation Commission, 
State of New Mexico, 
Santa Fe, New Mexico. 

Re: Case Number 729 
Fulcher-Kutz, Aztec and South Blanco 
Pictured C l i f f s Gas Proration 
San Juan and Rio Arriba Counties, 
New Mexico. 

Gentlemen: 

New Mexico Western O i l and Gas Company i s the owner of 
a substantial i n t e r e s t i n at least f i v e Pictured C l i f f s Formation 
gas wells l y i n g w i t h i n the presently delineated or proposed delinea­
tions of the captioned Pictured C l i f f s Gas Pools, and i n addition, 
i s the owner of approximately twenty-five thousand acres of O i l 
and Gas Leases considered p o t e n t i a l l y productive from the Pictured 
C l i f f s Formation w i t h i n such Gas Pools, and has a c t i v e l y p a r t i c i ­
pated i n the hearings of the O i l Conservation Commission held i n 
Case Number 729, on August 18 and 19, and October 14, 1954. 

Based upon New Mexico Western O i l and Gas Company's par­
t i c i p a t i o n i n the subject hearing, i t i s such company's observation 
that the testimony introduced by the various witnesses therein i s 
esse n t i a l l y d e f i c i e n t i n substantiated evidence of drainage by the 
wells presently producing from the Pictured C l i f f s Formation w i t h i n 
these Gas Pools. I t has likewise been the observation of New Mexico 
Western O i l and Gas Company that no accurate reserve data has been 
introduced upon which a precise determination of economically re­
coverable reserves underlying these pools may be based. The f a i l u r e 
of the various witnesses to Introduce such testimony i s apparently 
based, not upon any i n t e n t to conceal information from the Commi­
ssion, but rather upon the non-uniformity of completion techniques 
used over a number of years i n completing wells i n these Gas Pools, 
and due to the wide variance of the producing l i f e of the wells 
situated therein. I t i s apparent that as of the present date, 
s u f f i c i e n t time has not elapsed to secure s u f f i c i e n t production 
h i s t o r y to permit the accurate completion of pressure decline 
curves, and to thereby determine the contemplated productive l i f e 
of the reservoirs. However, i t i s apparent to the undersigned, 
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New Mexico Western Oil and Gas Company, that the calculated de­
l i v e r a b i l i t y of each well situated within these fields is sus­
ceptible of accurate and precise determination, and that the 
del i v e r a b i l i t y , as so calculated, takes into consideration and 
gives the proper weight to porosity, permeability, net pay thick­
ness, reservoir pressure and open flow capacity, a l l of which 
factors, together with a consideration of acreage, are considered 
by the majority of the witnesses testifying before the Commission 
as essential i n determining the recoverable reserves. 

We believe that a proper proration formula should be 
adopted by the Commission that w i l l enable each well to produce 
currently i t s assigned allowable, and to ultimately produce the 
gas underlying the lease upon which i t i s situated, and thereby 
prevent the waste of the natural gas resources of the State of 
New Mexico, and at the same time, foster the economic progress 
of the region under discussion. While New Mexico Western Oil 
and Gas Company has not been operating i n the area under con­
sideration for an extended length of time, i t nevertheless believes 
that based upon i t s experience, and based upon the experience of 
other operators i n the f i e l d , that the most f a i r and equitable 
proration formula i s one which allocates to a l l non-marginal 
wells an allowable i n the proportion that the product of each 
individual well's calculated d e l i v e r a b i l i t y and acreage bears 
to the sum of such product for a l l non-marginal wells i n the 
f i e l d . We believe that a well which is not capable of producing 
i t s assigned allowable should be classified as a marginal well, 
and same should be allowed to produce a l l gas which i t i s capable 
of producing into existing pipeline f a c i l i t i e s . 

New Mexico Western Oil and Gas Company desires to 
endorse the proposed rules and regulations for the allocation 
and production of gas from the various Pictured C l i f f s Pools 
under consideration which have been advocated by El Paso Natural 
Gas Company, with the exception that the historic spacing unit 
for Pictured C l i f f s gas production i n the subject pools of one 
hundred sixty contiguous surface acres should be adopted as the 
standard proration unit. I t i s the belief of New Mexico Western 
Oil and Gas Company that the testimony presented to the Commission 
at i t s recent hearings relevant to a larger allocation unit has 
been singularly inconclusive and has not demonstrated any necessity 

NEW MEXICO WESTERN OIL AND GAS COMPANY 
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for changing the historic spacing and allocation units. 

We believe that u n t i l sufficient pressure decline data 
or controlled interference tests have been conducted i n the subject 
pools that the one hundred sixty acre spacing unit for Pictured 
C l i f f s Formation gas wells i n these pools should be retained as 
the standard proration unit. With this exception, New Mexico 
Western Oil and Gas Company concurs i n the recommendation of El 
Paso Natural Gas Company that the rules and regulations hereto­
fore presented by El Paso Natural Gas Company be adopted by the 
Commission. 

Yours very t r u l y , 

NEW MEXICO WESTERN OIL AND 
GAS COMPANY 

3y 

WGWrbb 

cc: Stanolind Oil Company 

Southern Union Gas Company 

Aztec Oil and Gas Company 

Delhi Oil Corporation 

Pubco Development Co., Inc. 

Skelly Oil Company 

El Paso Natural Gas Company 

NEW MEXICO WESTERN OIL AND GAS COMPANY 



FORM 1 0 2 0 1-S1 

/ 

SX^QUND OIL AND GAS COMPANY p 

JAMES K. SMITH 

DIVISION ATTORNEY 

oca C^4^?~* 7^-7 
" O I L A N D G A S B U I L D I N G v ^ u 

FORT WORTH, TEXAS 

October 26, 1954 

Statement of Stanolind Oil and Gas Company 
In re: Gas Proration - Fulcher-Kutz (Pictured 
C l i f f s ) Pool - Case No. 729• 

Oil Conservation Commission 
of the State of New Mexico 
Santa Fe, New Mexico 

Attention: Mr. W. B. Macey, Secretary and Director 

Gentlemen: 

In accordance with the suggestion of the Commission, we are submitting here­

in a written statement with reference to the proration of gas and the allocation fac­

tors to "be used in the Fulcher-Kutz (Pictured C l i f f s ) Pool. 

Having i n mind the mandates of Section 13b of the Conservation Act, as 

amended, the testimony presented by Stanolind Oil and Gas Company showed that the 

Fulcher-Kutz (Pictured C l i f f s ) Pool is one common source of supply and that communi­

cation exists throughout the f i e l d . Our data reveal that one well w i l l e f f i c i e n t l y 

and economically drain 320 acres and that there would be no significant difference 

in ultimate recovery from a lease or tract d r i l l e d to a density of one well to each 

320 acres compared to that which would be obtained i f d r i l l e d to a density of one 

well to each 160 acres. We have demonstrated, in l i g h t of this fact, that the d r i l l -

of an additional well on a 320-acre tract is unsound economically and that, there­

fore, the optimum proration unit should be 320 acres. Moreover, a 320-acre proration 

unit, as we conceive i t , would provide for those areas in the f i e l d which are already 

developed on a spacing pattern of less than 320 acres and would also provide an in­

centive for future exploitation in the undeveloped portions of the f i e l d where re­

coverable reserves are indicated to be relatively low. 



O i l Conservation Commission 
of the State of New Mexico - 2 - October 26, I95U 

In recommending a proration formula, Stanolind has considered the provisions 

of Sections 13a and 12c of the Conservation Act as amended. We have presented e v i ­

dence to show that a d e f i n i t e relationship does exist between the a b i l i t y of a w e l l 

to produce and the recoverable reserves. This was shown by a series of maps and 

graphs r e l a t i n g to the various factors which combine to determine the recoverable re­

serves and those factors which a f f e c t the a b i l i t y of a w e l l to produce. Our evidence 

showed that variations i n these factors exist and that these variations affect both 

the recoverable reserves and the d e l i v e r a b i l i t y of the wells i n the f i e l d . Our 

testimony indicated that greater reserves l i e near the center of the f i e l d where the 

most productive wells are also located. The evidence showed that there i s a decrease 

i n recoverable reserves and i n d e l i v e r a b i l i t y of the wells as you proceed from the 

center toward the periphery of the f i e l d . While there i s a d e f i n i t e relationship 

between recoverable reserves and the a b i l i t y of a w e l l to produce, there i s some evi ­

dence to indicate that i t i s not a perfect s t r a i g h t - l i n e relationship. 

We have, therefore, recommended a formula of 75 per cent acreage x deliver­

a b i l i t y / 25 per cent acreage, w i t h the additive acreage factor included to compen­

sate f o r these observed deviations. The acreage factor w i l l also give additional 

consideration to those operators who have previously d r i l l e d wells i n the f i e l d on 

a spacing pattern of 160 acres or less. We submit that t h i s formula i s a reasonable 

one and w i l l r e s u l t i n the most equitable d i s t r i b u t i o n of the allowable among the 

wells i n t h i s f i e l d . 

We have recommended a minimum allowable f o r t h i s pool of 100 MCF per w e l l per 

day, which i s calculated t o be the a b i l i t y of the well to produce at a l i n e pressure 

equivalent t o one-half of the average f i e l d shut-in casing pressure determined from 

the l a s t preceding annual d e l i v e r a b i l i t y t e s t s . Without such a defined basis, the 
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mere provision of a minimum allowable has l i t t l e or no meaning. 

We, therefore, urge the Commission to adopt the rules as proposed by Stano­

lind Oil and Gas Company, a copy of which rules is a part of the record of this case. 

Respectfully submitted, 

Division Attorney 
STANOLIND OIL MD GAS COMPANY 

JRT:ch 



A L B U Q U E R Q U E , S E W MEXICJ© 

October 29, 1954 

Re: Case No. 729 
Fulcher-Kutz, Aztec and 
South Blanco Pictured 
Cl i f f s Gas Proration -
San Juan and Rio Arriba 
Counties, New Mexico 

Mr. William Macey, Secretary 
Oil Conservation Commission 
State of New Mexico 
Santa Fe, New Mexico 

Gentlemen: 

Pubco Development, Inc., is the operator or has a working interest i n 
seven (7) Pictured C l i f f s formation gas wells lying within the presently delineated 
boundaries of the captioned Pictured C l i f f s gas pools, and, i n addition, is the 
owner of a substantial amount of acreage considered potentially productive from 
the Pictured C l i f f s formation. Our company has actively participated in the hear­
ings of the Oil Conservation Commission held i n Case No. 729 on August 18 and 19 
and October I k , 1954. 

I t is the opinion of Pubco Development, Inc., that i n i t i a l potential or 
deliverability is the only factor known for every well completed in the subject 
fields which is directly related to the recoverable gas reserves. A l l subsurface 
geological and engineering information developed by Pubco Development, Inc., has 
shown a direct relation between well deliverability and reserves situated under 
the well. Core analyses taken by the company in the Pictured C l i f f s formation i n 
several wells have shown varied amounts of connate water, t o t a l effective net sand, 
porosity, and permeability, a l l of which are integral parts of reserve evaluation. 
Deliverabilities have been estimated by the company with extreme accuracy where 
the recoverable reserve components, such as t o t a l effective net sand, and porosity, 
have been determined by use of cores and/or electric logs. The deliverability of 
each well situated within these fields, as calculated under the present formula of 
the Coramission, adequately takes into consideration and gives proper weight to 
reservoir pressure, open flow capacity, porosity, permeability and net pay thick­
ness, a l l of which are considered essential i n determining recoverable reserves 
under a particular tract of land. 

In the interest of avoiding waste and protecting the rights of a l l 
interested operators, and to protect the incentive and investment of those who 
through careful selection and operation have obtained better than average recover­
able reserves, Pubco Development, Inc., submits the following individual well 
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formula for consideration and adoption by the Commission: 

Well Allowable — Deliverability X Acreage Factor X Proration Factor 

Where: Deliverability is determined under rules promulgated by 
the Oil Conservation Commission 

Acreage Factor — Acres i n well site 

I5o 
Proration Factor — Market i n MCF 

Sum of deliverability of a l l wells 

With the exception of Rule No. 7, discussed below, Pubco wishes to concur 
with and endorse the rules and regulations proposed by El Paso Natural Gas Company 
for the allocation and production of gas from the various Pictured Cl i f f s pools 
described above. 

Rule No. 7 of the proposed rules of El Paso Natural Gas Company advocates 
a standard proration unit of 320 contiguous surface acres with an allowance of five 
contiguous surface acres, plus or minus. I t is our company's position that the 
historic spacing unit of l6o contiguous surface acres should be adopted as the 
standard proration unit for Pictured C l i f f s gas production i n the subject pools. 

The testimony presented at recent hearings of the Commission to the effect 
that a well w i l l drain any more than 160 surface acres has been so inconclusive that 
a standard proration unit based upon any other unit than 160 acres would be arbitrary 
and capricious. 

Until sufficient data or controlled interference or pressure decline 
tests have been conducted i n the subject pools, i t is our belief that the 160-acre 
spacing unit should be adopted as the standard proration unit. 

With the exception noted above, Pubco Development, Inc., concurs i n the 
recommendation of El Paso Natural Gas Company that the rules and regulations here­
tofore presented by that company be adopted by the Oil Conservation Commission. 

Yours very t r u l y , 

PUBCO DEVELOPMENT, INC. 

DWR:ml 



S K E L L Y O I L C O M P A N Y 
P R O D U C T I O N D E P A R T M E N T 

J . S . F R E E M A N 
Vice P R E S I D E N T T U L S A 2 . O K L A H O M A 

October 22, 1954 

Governor Edwin L. Mechem, Chairman 
Executive Office, Capitol Building 
Santa Fe, New Mexico 

Land Commissioner ii. S, 
P. 0. Box 791 
Santa Fe, New Mexico 

/alker 

Mr. W. B. Macey 
Oil Conservation Commission 
P. 0. Box 871 
Santa Fe, New Mexico 

W. P. W H I T M O R E 
C H I E F P E T R O L E U M E N G I N E E R 

G W, SELINGER 
P R O R A T I O N A T T O R N E Y 

J . H. M C C U L L O C H 
C H I E F C L E R K 

C 3 

Co 

.c-

Re: Case No. 729 
Gas Proration 
Pictured C l i f f s Formation 
^an Juan Basin 

. rr, 
I T j : 11 

• IT} w 
30 

Gentlemen: 

Operators at their election have been given u n t i l November 1 
to f i l e written statements, briefs, or otherwise with the New iiexico 
Oil Conservation Commission i n Case No. 729 involving proration of gas 
i n the Pictured C l i f f s Formation of three fields i n the San Juan Basin; 
namely, Aztec, Fulcher Kutz, and South Blanco. 

We desire to avail ourselves of thi s opportunity, and are 
herewith attaching statement on behalf of Skelly Oil Company which is 
i n opposition to the use of deliverability i n the allocation formula 
and advocating the establishment of allowables on a unit basis, or 
in the alternative for a formula of acreage times pressure. We 
believe, however, that the Commission should provide for an allocation 
formula of unit allowable based on the size of units established for 
the f i e l d . 

GWS:dd 

cc: Mr. J. N. Dunlavey 



CASK NO, 729 
STATii&xM (M BiJyJuF OF 

i)KijLLi OIL CCttfAlW 

At the outset we have stated our position as being that, the Commission should 
continue i t s time honored practice of prorating o i l and gass or both* on the basis 
of unit allowablesj that i s , establish the size of the units md allocate on the basis 
of 100$ surface acreage, Aa an alternative, however, should the Commission change 
from such a policy, we suggested the use of pressure in the formula ae acreage times 
pressureo 

The Commission has patiently sat through several days of testimony and we have 
come to the conclusion that no one has presented sufficient reasons to the Commission 
for changing i t s policy and prorate gas on the basis of deliverability, In faot, 
anyone that has recommended deliverability in the formula were quick to say in the 
same breath that i t should b© modified by surface acreage„ 

It constantly has been brought to the Commission's attention that the more 
you get away from the 100% acreage unit basis, which is beyond any shadow of a doubt 
the easiest and ssost practicable and what is more important the only formula that can 
be put into operation immediately, the more complicated becomes the administrationa 

What are the objections to deliverability? Well, the record spe&ks for itself?. 

1„ On page 12 of transcript £1 Paso's witness stated that "deliverability 
tests on some wslla are made after several months production and some with several 
years pro due tion«K 

2, On page 19 of transcript £1 Paso's witness stated that "where no actual 
deliverability test was taken on a well, then an estimated one would be used*," 

3o On page 37 the witness stated that "in Asstec Pool only 51$ of wells have 
had actual deliverability tests 0" In Fuleher Kutz only 20% of wells and in South 
Blanco only 40% of wells have had actual deliverabilities 0 

4° On page 42 the witness testified as to impossibility of establishing 
immediate proration using deliverability in the formulae 

5c On pages 56-57 the witness admitted that the basis of deliver&bility is 
dependent on the line pressure of each purchaser, which pressure varies,, 

60 Complications of a deliverability formula is itiaediately noted by the 
requirement that a minimum must be established and in the recommendation of &1 Paso 
two different sainimums (page 49 and pages 69-72 of transcript 0) 

7o Th© time of 28 days required to take a deliverability test for each of 
the wells involved indicates quite a lengthy period for the large number of wells to 
be tsstedo 

What are the advantages of 100% acreage unit basis: 

lo Simplicity i n administration on the part of the state 0 

2o Simplicity in the understanding on the part of the operator without the 
use of experts with their slide rules, 

3« Such proration formulae can be put into effect immediately<, 

4o Ho minimum need be established* 

lis an alternative, should the Commission desire to change into a formula 
other than 100$ acreage unit basis, then what are the advantages of pressure alone 
over deliverability? 



*** 2 ** 

lo ^1 Paso in exhibit #2, page 4 of transcript, and th© Commission's own 
witness on the last day of hearing October 149 used pressures to define the various 
fieldso 

2 0 Pressure is a step precedent to determining deliverability; that i s , in 
calculating deliverability, pressure must be used (page 37 of transcript 0) 

3o On page 71, Southern Union questioned accuracy of pressure - query? 
How can you criticize pressure and at the same time uphold accuracy of deliverability, 
bee Stanolind's answer on page 108. 

4o Stanolind, on pages 82-85 snd pages 92-93 of Exhibit #6, thoroughly 
explained pressures throughout ths area and the information i t gives on the reservoir0 

5o Annual pressures are required} however, i t is for e seven day period ss 
compared to an additional 21 days required for deliverabilities (total of 28 dsys„) 

Our conclusion i s , therefore, that the 100$ acreage unit basis for proration 
should b© adopted and continued by the Commission as the way to prorate gas in the 
San Juan Basin, and snore particularly the Pictured Cliffs formationa 

Kespectfully submitted, 

bmm OIL COMPANY 

George W. Selingar 



BEFORE THE OIL CONSERVATION COMMISSION OF 

THE STATE OF NEW MEXICO 

IN THE MATTER OF THE APPLICATION OF 
TIE OIL CONSERVATION COMMISSION ON 
ITS OWN MOTION FOR AN ORDER PROVIDING 
FOR PRORATION OF GAS IN THE FULCHER-
KUTZ (PICTURED CLIFFS) POOL̂  SAN JUAN 
COUNTY, NEW MEXICO 

BEFORE THE 
OIL CONSERVATION COMMISSION 
; SANTA FE„ NEW MEXICO 

J & ^ l ^ s t EXHIBIT No, 

CASE 
T— 7 

ORDER OF THE COMMISSION 

BY THE COMMISSIONS 

This case came on for hearing at _______ o'clock a.mo, on 

, at Santa Fe, New Mexico, before the Oil Con­

servation Commission of New Mexico, hereinafter referred to as the 

"Commission". 

NOW, on this _______ day of , 19 , the Commissions, a 
quorum being present, having considered the testimony adduced, the 
exhibits received, the statements of interested parties, the o f f i c i a l 
records of this Commission, and other pertinent data, and being f u l l y 
advised i n the premises, 

FINDS; 

(1) That due public notice of the time and place of hearing 
and the purpose thereof having been given as required by law, the 
Commission has jurisdiction of this cause and the subject matter 
thereof. 

(2) That the Commission, for the purpose of preventing waste 
and for the protection of correlative rights, should issue an order 
to provide for a definite method of allocating gas between proration 
units i n the Fulcher-Kutz (Pictured C l i f f s ) Pool. 

IT IS THEREFORE ORDEREDg 

That special pool rules applicable to the Fulcher-Kutz (Pictured 
C l i f f s ) Gas Pool, be, and the same hereby are,, promulgated as follows? 

RULE 1 — PRORATION UNITS 

Ao For the purpose of gas allocation i n the Fulcher-Kutz (Pic­
tured C l i f f s ) Gas Pool,, a standard proration unit shall consist of between 
315 and 325 contiguous surface acres substantially i n the form of a rectangle 
which shall be a legal subdivision of the U» S. Public Land Surveysj pro­
vided, however^ that s.proration unit not conforming to the above requirements 



may be formed after notice and hearing by the Commission or as outlined 
i n paragraphs B or C Below. Any proration unit containing less than 315 acres 
or more than 325 acres shall be a non-standard unit and i t s allowable shall 
be decreased or increased i n accordance with the allocation formula. Any 
standard proration unit consisting of between 315 and 325 contiguous surface 
acres shall be considered as containing 320 acres for the purpose of gas 
allocation. 

Bo Upon compliance with Rule 6 below, an operator may, without 
notice and hearings 

(1) D r i l l and/or produce wells on a standard proration unit 
i n conformance with applicable spacing rules for the Fulcher-Kutz (Pic­
tured C l i f f s ) Pool; or 

(2) D r i l l and/or produce a well on a legal quarter section 
consisting of 158 to 162 acres i n conformance with applicable spacing 
rules for the Fulcher-Kutz (Pictured C l i f f s ) Pool| or 

(3) Produce a l l wells existing as of the date of this order on 
a standard proration un i t j or 

(U) Produce a l l wells existing as of the date of this order on 
less than a standard proration unit, provided there i s Insufficient 
acreage available to be attributed to the well or wells to form a standard 
proration unit| 

PROVIDED, HOWEVER, that i n each of the four cases mentioned above, 
the allowable for each well shall be decreased proportionately i n accordance 
with the allocation formula applicable to this poolo 

C. The secretary of the Commission shall have authority to 
grant an exceotion to Paragraph A without notice and hearing where applica­
tion has been f i l e d i n due form and the following facts exist and the 
following provisions are complied with: 

(1) The unorthodox size or shape of the tract i s due to a varia­
t i o n i n legal subdivision of the U« S. Public Land Surveys; or 

(2) Application has been f i l e d i n due form and the following facts 
exist and the following provisions are complied with: 

(a) The acreage assigned the non-standard unit l i e s wholly 
within a legal section. 

(b) The acreage assigned the non-standard unit i s adjacent to 
or contiguous with the acreage containing said wello 

(c) The operator making application for such exception to 
Rule IA includes with such application: 

1. waivers from (a) a l l operators owning interests i n the 
half section i n which any part of the non-standard gas proration unit i s 
situated and which acreage i s not included i n said non-standard gas proration 
unit; and (b) a l l operators owning interests i n acreage offsetting the non­
standard proration unit; or 

2„ a l i s t of names and addresses of a l l operators outlined 
i n paragraph 1, together with a stipulation that proper notice has been given 
said operators at the addresses given and no objection i s received by the 
Commission from such operators within 20 days after the Commission receives 
such application. 

(d) The entire non-standard proration unit may reasonably be 
presumed to be productive of gas. 

RULE 2 At least 30 days prior to the beginning of each gas proration 
period, the Commission shall hold a hearing after due notice has been given. 
The Commission shall cause to be submitted by each gas purchaser i t s "Preliminary 
Nominations" of the amount of gas which each i n good f a i t h actually desires 
to purchase within the ensuing proration period,, by months^ from the Fulcher-
Kutz (Pictured C l i f f s ) Gas Pool. The Commission shall consider the "Preliminary 
Nominations" of purchasers, actual productions a n c* such other factors as may be 
deemed applicable i n determining the amount of gas that may be produced without 
waste within the ensuing proration period. "Preliminary Nominations" shall be 
submitted on a form prescribed by the Commission. 



RULE 3 

Each month, the Commission shall cause to be submitted by 
each gas purchaser i t s "Supplemental Nominations" of the amount of 
gas which each i n good f a i t h actually desires to purchase within the 
ensuing proration month from the Fulcher-Kutz Gas Poolo 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 en­
suing proration month, and shall issue a proration schedule setting 
out the amount of gas which each well may produce during the ensuing 
proration month. Included i n the monthly proration schedule shall 
be a tabulation of allowable and production for the second preceding 
month together with an adjusted allowable computation for the second 
preceding month. Said adjusted allowable shall be computed by com­
paring the actual allowable assigned with the actual production. 
In the event the allowable assigned i s greater than the actual produc­
tion, the allowables assigned the top allowable units shall be reduced 
proportionately, and i n the event the allowable assigned i s 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 i n the proration schedule the 
gas wells i n the Fulcher-Kutz Gas Pool delivering to a gas transporta­
tion f a c i l i t y or lease gathering system, and shall include i n the 
proration schedule of this gas pool any well which i t finds i s being 
unreasonably discriminated against through denial of access to a 
gas transportation f a c i l i t y which i s reasonably capable of handling 
the type of gas produced by such well. The t o t a l allowable to be 
allocated to the pool each month shall be equal to the sum of the 
supplemental nominations together with any adjustment which the Com­
mission deems advisable. 

Marginal wells are defined as wells not capable of producing 
i n excess of 100 MCF per day. I n calculating the capacity of a well 
to produce, the average shut i n pressure of a l l of the wells i n the 
pool, as determined by the preceding years 8s deliverability test, 
shall be divided by two, and each well's a b i l i t y to produce against 
such pressure shall establish i t s capacity to produce. A l l wells 
capable of producing i n excess of 100 MCF per day shall receive an 
allowable of at least 100 MCF per day. 

The allocation to a pool remaining after subtracting the 
capacity of marginal wells and assigned minimum allowables shall be 
divided and allocated ratably among the non-marginal units i n the 
pool on the following basis: 

A. Seventy-five (75) per cent of such remaining allowable 
shall be divided and allocated ratably among the non-marginal wells 
i n the proportion that the product of the deliverability and acreage 
assigned each well for proration purposes bears to the summation of 
the products of these factors for a l l such non-marginal wells i n 
the pool. 

B. Twenty-five (25) per cent of such remaining allowable 
shall be divided and allocated ratably among the non-marginal wells 
i n the proportion that the acreage assigned each such well for 
proration purposes bears to the summation of acreage assigned a l l 
such non-marginal wells i n the f i e l d . 

- 3 -



RULE U 

Underproductions The dates IsOO a.m., January 1, and JsOO a.rrio, 
July lo 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 allowable remaining unproduced at the end of each proration 
period shall be carried forward to and may be produced during the next 
succeeding proration period i n addition to the normal gas allowable for 
such succeeding period! but whatever amount thereof i s not made up within 
the f i r s t succeeding proration period shall be cancelled. I f at the end 
of the f i r s t succeeding proration period,, a greater amount of allowable 
remains unproduced than was carried forward as underproduction, the amount 
carried forward to the second succeeding period shall be the t o t a l under­
production less the amount carried forward to the f i r s t succeeding periodo 

I f i t appears that such continued underproduction has resulted 
from i n a b i l i t y of the well to produce i t s allowable,, i t may be classified 
as a marginal well and i t s allowable reduced to the well's a b i l i t y to 
produce. 

RULE 5 

Overproductions A well which has produced a greater amount of 
gas than was allowed during a given proration period shall have i t s 
allowable for the f i r s t succeeding proration period reduced by the 
amount of such overproduction and such overproduction shall be made up 
within the f i r s t succeeding.proration period. I f , at the end of the 
f i r s t succeeding proration period, the well i s s t i l l overproduced, i t 
shall be shut i n and i t s current monthly allowable charged against said 
overproduction u n t i l the well i s i n balance. I f , at any time, a well i s 
overproduced an amount equaling six times i t s current monthly allowable, 
i t shall be shut i n u n t i l i t i s i n balance. 

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

RULE 6 

No gas well shall be given an allowable u n t i l Form C-lOh and 
Form C-110 have been f i l e d together with a plat showing acreage a t t r i ­
buted to said well and the locations of a l l wells on the lease. 

RULE 7 

Allowables to newly completed gas wells shall commence on the 
date of connection to a gas transportation f a c i l i t y , as determined from 
an af f i d a v i t durnished to the Commission by the purchaser, or the date 
of f i l i n g of Form C-10U and Form C-110 and the plat described above, 
whichever date i s the later. 

RULE 8 

The montlly gas production from each gas well shall be metered 
separately and the gas production therefrom shall be submitted to the 
Commission on Form C-115 so as to reach the Commission on or before the 
twentieth day of the month next succeeding the month i n which the gas was 
produced. The operator shall show on such report what disposition has 
been made of the gas produced. The f u l l production of gas from each well 
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shall be charged against the well's allowable regardless of what disposi­
tion has been made of the gas| provided, however, that gas used on the 
lease for consumption i n lease houses,, ireaters, combustion engines and 
other similar lease equipment shal], not be charged against the well's 
allowable. 

RULE 9 

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 i s made for gas transportation or u t i l i z a t i o n . I t shall be 
the responsibility of said "taker" to submit a nominationo 

DONE at Santa Fe, New Mexico, on the day and year hereinabove 
designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

EDWIN Lo MECHEM, Chairman 

Eo So WALKER, Member 

Wo Bo MACEY, Member and Secretary 
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wentl@is«Q: 

Operators at taair election nave been given until November 1 
to f i l e writtea atate&eats, briefs, or otherwise with the exico 
Gil Ccneervatiea fioeadssion in iase :,o. 729 involving proration of gaa 
in the rictured Cliff a Formation of three fields ia the Juan Saain; 
munaly, nztac, Fuleher Xuts, and Scuth Blanco. 

&e desire to avail ourselves ©f this opportunity, sad are 
herewith attaching statement on behalf of Skelly Oil Company which is 
in opposition to tha uae of deliverability in th© allocation formula 
and advocating tha est ablishaant of allowables on a unit basis, or 
its the alternative for a formula of acreage times pressure. .<e 
believe, however, that tha voaulssion should rovide for »n allocation 
formula of unit allowable based on the sise of units established for 
the field. 

m: vase Mo. 729 
Gas Proration 
rictured Gliffa Formation 
c-an Juan 6a sin 

'lours very truly, 

(Signed; muma, «. ,»___„ 

GwS:dd .George k. Selinger 

cc: . r . <I. u* uunlavey 



CASE NO. 729 
8TATfl_S? OM B_MALF OF 
SKELLX OIL OOHJ-ANY 

At the outset we have stated our position as being that the Commission should 
continue i t s time honored practice of prorating o i l and gas, or both, on the basis 
of unit allowables! that i s , establish the size of the units md allocate on the basis 
of 100$ surface acreage. As an alternative, however, should the Commission change 
from such a policy, we suggested the use of pressure in the formula as acreage times 
pressure. 

The Commission has patiently sat through several days of testimony and we "nave 
come to the conclusion that no one has presented sufficient reasons to the Commission 
for changing i t s policy and prorate gas on the basis of deliverability* In fact,, 
anyone that has recommended deliverability in the formula were quick to say in the 
same breath that i t should be modified by surface acreage. 

I t constantly has been brought to the Commission's attention that the more 
you get away from the 10C$ acreage unit basis, which is beyond any shadow of a doubt 
ths easiest and .<oat practicable and what is more important ths only formula that can 
be put into operation immediately, the more complicated becomes the administration„ 

What are the objections to deliverability? Well, the record speaks for itself g, 

lo On page 12 of transcript £1 Paso's witness stated that "deliverability -v,. 
testa on some wells are made after several months production and some with several *\, 
years production." 

2. On page 19 of transcript El Paso's witness stated that "where no actual ^ 
deliverability test was taken on a well, then an estimated one would be used." 

3̂  On page 37 the witness stated that "in Aztec Pool only %% of wells have iq 
had actual deliverability tests." In Fuleher Kuta only 20,% of wells and in South 
Bianco only 40$ of wells have had actual deliver&bilities. 

4. On page 42 the witness testified as to impossibility of establishing *;\..( 
immediate proration using deliverability in the formula. 

5» On pages 56-57 the witness admitted that the basis of deliverability is tc 

dependent on the line pressure of each purchaser, which pressure varies„ 

6. Complications of a deliverability formula is immediately noted by the 
requirement that a minimum must be established and in the recommendation of *«1 Paso 
two different minimum* (page 49 and pages 69-72 of transcript 0) 

7. The time of 28 days required to take a deliverability test for each of 
the wella involved indicates quite a lengthy period for the large number of wella to 
be tsstedo 

What are the advantages of 100$ acreage unit basis; 

1. Simplicity i a administration on the part of the state. 

2„ Simplicity in the understanding on the part of the operator without the 
uae of experts with their slide rules. 

3» Such proration formulae can be put into effect Immediately. 

4. No minimum need be established. 

&s an alternative, should the Commission desire to change into a formula 
other than 100% acreage unit basis, then what are the advantages of pressure alone 
over deliverability? 



- 2 -

lo iii Paso in Exhibit #2, page 4 of transcript, and th© Commission's own 
witness on the last day of hearing October 14, used pressures to define the various 
fieldso 

2o Pressure is a step precedent to determining deliverability\ that is, in 
calculating deliverability, pressure must be used (page 37 of transcript,) 

3o On page 71* Southern Union questioned accuracy of pressure « query? 
How can you criticize pressure and at the same time uphold accuracy of deliverability<> 
bee Stanolind's answer on page 108. 

4o Stanolind, on pages 82-85 and pages 92-93 of Exhibit #6, thoroughly 
explained pressures throughout the area and the information i t gives on the reservoir. 

5» Annual pressures are required; however, i t is for a seven day period as 
compared to an additional 21 days required for deliverabilities (total of 28 dayso) 

Our conclusion i s , therefore, that the 100$ acreage unit basis for proration 
should be adopted and continued by the Commission as the way to prorate gas in the 
San Juan Basin, and more particularly the Pictured Cliffs formation. 

Kespectfully submitted, 

COMPANY 

W. Selingerj 



GAS POOL DELINEATION RECOMMENDATIONS FOR PICTURED CLIFFS 
POOLS, CASE MO. 729 

South Blanco Pictured C l i f f s 

Township 25North, flange 6 West 

E/2 Sec. 5. 

Township 26N. Range 5 W. 

S/2 Sec. 19. 

Township 26N. Range 6 W. 

S/2 Sec. 2; A l l Sees. 3 through 11; SW/4 Sec. 12j W/2 Sec. 13; A l l Sees. 14 
through 24j N/2 Sec. 25; N'E/4 Sec. 26; A l l Sec0 29; N/2 Sec. 30; A l l Sec. 32. 

Township 26N, Range 7W. 

A l l Sec. 1 through 16; N/2 Sec. 17; N/2 Sec. 23.; N/2 Sec. 22; N/2 Sec. 23; 
A l l Sec. 24. 

Township 26N. Range 8W. 

A l l Sec. 1. 

Township 27N. Range 6.W. 

Al l Sees. 29 through 32; /. i/2 Sec. 33; 3/2 Sec. 34. 

Township 27N. Range 7 W. 

S/2 Sec 6; A l l Sec. 7; 3/2 Sec. 13; A l l Sees. 18 & 19; S/2 Sac. 20; A l l Sees. 
23 through 36.. 

Township 2T7N, Range 8 W. 

A l l Sec. 5; A l l Sees. 7 & 8; Al l Sees. 17 through 30; A l l Sees. 35 & 36. 

Township 27M. Range 9 W. 

S/2 Sec. 1; SW/4 Sec. 3; SS/4 Sec. 9; All Sees. 10 through 14; A l l Sees. 

24 & 25; NE/4 Sec. 26. 

Aztec Pictured C l i f f s 

Township 2811. Range ,9W 
A l l Partial Sec. 7; A l l Sees. 18 *i 1?; W/2 & NS/4 Sec. 20; W/2 Sec. 2«; 
All Sec. 30; ME/4 Sec. 31; W/2 Sec. 32. 

Township 28N, Range 10 W 

S/2 Partial Sec. 12; NE/4 See. 13} 

Township 29N. Range 10W 

A l l Sees. 3 through 10; SW/4 Sec. 13; S/2 Sec. 14; A l l Sees. 15 through 18; 
E/2 Sec. 19; A l l Sees. 20 & 21; 3/2 Sec. 25; W/2 & SE/4 Sec. 26; A l l o c s . 
27 & 28; N/2 See. 29j NE/4 Sec. 34; N/2 Sec. 35; A l l ̂ ec. 36. 

Township 29N. Range 11W 

A l l Sees. 1 through 4; N/2 Sec. 5; ,/2 Sec. 11; A l l 3ec<, 12; E/2 Sec. 13. 

Township 30N. Range 10W 

A l l Sees. 17 through 20; W/2 Sec. 28; All Sees. 29 through 33. 
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Aztec Pictured C l i f f s (Continued) 

Township 30N. Range 11W. 

W/2 Sec. 2; A l l Sees. 3 & 4; E/2 Sec. 5; A l l Sees. 7 through 10; W/2 Sec. 11; 
A l l Sees. 13 through 18; N/2 Sec. 19; A l l Sees. 20 through 29; SE/4 Sec. 30; 
Al l Sees. 32 through 36. 

Township 30N. Range 12 W 

SS/4 Sec. 12; S/2 Sec. 13; NS/4 Sec. 24. 

Township 31N. Hange 11W 

SE/4 Sec. 33. 

Fulcher-Kutz Pictured C l i f f s 

Township 27N. Range 9W 

NW/4 Sec. 6; S/2 Sec. 7; W/2 & SE/4 Sec. 17J A l l Sees. 18 & 19; W/2 Sec. 20; 
NW/4 Sec. 28; W/2 & NE/4 Sec. 29; N/2 Sec. 30. 

Township 27N. Range 10W 

A l l Sees. 1 through 17; E/2 Sec. 18; S/2 Sec. 19; A l l Sec. 20 through 24; 
N/2 Sec. 25; A l l Sec. 26 through 28. 

Township 27N. Range 11W 

E/2 Sec. 1; E/2 Sec. 12. 

Township 28N Range 10W 

S/2 Sec. 17; A l l Sees. 18 through 22; A l l Sees. 26 through 35. 

Township 28N. Range 11W. 

A l l Partial Sees. 11 & 12; A l l Sees. 13 & 14; NE/4 Sec. 23; A l l Sec. 24; 
E/2 Sec. 25; S/2 Sec. 36. 

Township 29N. Range 11W. 

SW/4 Sec. 7; SW/4 Sec. 17; W/2 & SE/4 Sec. 18; A l l SScs. 19 & 20; SW/4 Sec. 21; 
SW/4 Sec. 27; A l l Sees. 28 through 30; NE/4 Sec. 31j N/2 Sec. 32; N/2 Sec. 33; 
A l l Sec 34, SW/4 Sec. 35. 

Township 29N. Range 12W 

A l l Sec. 2; E/2 & NW/4 SeCo 3; N/2 Sec. 4; N/2 Sec. 5; N/2 Sec. 6; E/2 Sec. 10; 
A l l Sees. 11 through 13. 

Township 29N, Range 13W. 

NE/4 Sec. 1. 

Township 30N, Range 12W. 

E/2 Sec. 19; SW/4 Sec. 27; A l l Sees. 28 & 29; E/2 Sec. 30; A l l Sees. 
32 through 34. 
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NEW POOLS 

Fulcher-Kutz 25-7 

Township 2gN. Range 6W 

S/2 Sec. 7. 

Township 25N, Range 7W. 

W/2 Sec. 2; A l l Sees. 3 & 4; A l l Sec. 11; S/2 Sec. 12; A l l Sec. 13} N/2 Sec. 24. 

'lownship 26N. Range 7W. 

SE/4 Sec. 32; S/2 Sec. 33; SW/4 Sec. 34. 

Fulcher-Kutz 26-9 

Township 25N, Range 8W. 

SW/4 Sec. 1; W/2 & SE/4 Sec. 2; E/2 & NW/4 Sec. 3; N/2 Sec. 4; NE/4 Sec. 5; 
N/2 Sec. 11; A l l Sec. 12. 

Township 26N. Range 8W. 

A l l Sec. 19; S/2 Sec. 29; A l l Sec. 30; N/2 Sec. 31; A l l Sec. 32; S/2 Secc 33/ 
S/2 Sec. 34. 

Township 26N. Range 9W. 

S/2 Sec. 10; S/2 Sec. 11; 3/2 Sec. 13; A l l Sees. 14 & 15; NE/4 Sec. 16; 
NE/4 Sec. 23; A l l Sec. 24. 



S-catoon rfr. Allocation; 

(a) The reasonable lawful required production from the Blanco 
Pool, San Juan and Rio Arriba Counties, New Mexico, shall be determined by nominations 
for the production from gas wells produced therein submitted to the Commission in a 
required affidavit form, but the Commission i n considering such nominations shall 
not necessarily be bound thereby; however, the Commission w i l l adjust the allowed 
production as determined by this method to the actual production from the pool as 
determined from i t s records. . . . / f ' „' 

, )/.<wvu^ ^£-tS'-f<~ ' j ' ' 
(b) The daily allowable* production of gas from individual wells completed 

in the Blanco Mogawei'gLc Pool of San Juan and Rio nrriba Counties, New Mexico, shall 
be determined by allocatingJtftie allowable production among the individual wells 
completed i n the Me^asaisaMie^horizon i n the proportion that the product that the datum 
reservoir pressure and the acreage containing such well bears to the summation of 
this product with respect to each well producing from said pool. 

(c) Datum reservoir pressure for each well shall be determined either 
by the bomb method or by an approved calculation method. 

(d) Datum reservoir pressure i s defined as the pressure i n pounds (p.s.i.) 
determined either by the bomb method or by an approved calculation method at a datum 
of . 

(e) Reservoir pressure whether determined either by the bomb method or 
by an approved calculation method shall be made after a shut i n period of not 
more than 8 nor less than 7 continuous days. 

( f ) Prior to the shutting i n of any well, i n order to determine the 
reservoir pressure as set out herein, any such well shall have been produced at a 
stabilized rate of flow for a 12 hour period and shall have produced as a minimum 
that volume of gas assigned to the well as i t s daily average allowable on the 
Commission's schedule for the current period, or that volume of gas which would 
be assigned to such well i n accordance with the allocation formula as provided 
herein. 

(g) Reservoir pressure determination on a l l such wells, as required by 
the provisions of this order, shall be submitted to the Commission on forms pro­
vided by the Commission, which forms must be submitted to the Commission by the 

day of , 1954* and semi-annual reservoir pressure 
determinations are to be submitted on a l l wells i n such pool thereafter with the 
f i l i n g of such information as required by the Commission on such forms. 

Section^. Underproduction and Ovenpro due tion; 

(a) Wor the purpose of computing and balancing overproduction and under­
production i n the Blanco Mefeaverde Pool, Sin Juan and Rio Arriba Counties, New Mexico, 
the dates 7 o'clock a'.m., March 1,/and 7 o*clock a.m., September 1, are to be known 
as balancing dates;/and the s i x months period beginning 1 o'clock a.m., March 1, 
and eriding 7 O'CIOCK a.m., September 1, and beginning 7 o'clock a.m., September 1, 
and ending 7 o'clock a.m., March 1, w i l l be considered as separate entities and 
w i l l be/known as balancing periods. 









E L PASO NATURAL GAS COMPANY 

PROPOSED RULES AND REGULATIONS FOR 
THE PICTURED CLIFFS GAS POOL 

SAN JUAN COUNTY, NEW MEXICO 

WELL SPACING AND ACREAGE REQUIREMENTS FOR DRILLING TRACTS. 

RULE 1. Any well drilled a distance of one mile or more from the outer boundary of 
the Pictured Cliffs Gas Pool shall be classified as a wildcat well. Any well drilled 
less than one mile from the outer boundary of the Pictured Cliffs Gas Pool shall be 
spaced, drilled, operated and prorated in accordance with the Regulations in effect in the 

Pictured Cliffs Gas Pool. 

RULE 2. Each well drilled or recompleted within the Pictured Cliffs Gas 
Pool shall be located on a tract consisting 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 sub­
division (quarter section) of the U. S. Public Land Surveys. 

RULE 3. Each well drilled within the Pictured Cliffs Gas Pool shall not be 
drilled closer than 660 feet to any outer boundary line of such quarter section nor closer than 
330 feet to a quarter-quarter section or subdivision inner boundary nor closer than 1320 feet to 
a well drilling to or capable of producing from the same pool. 

RULE 4. The Secretary of the Commission shall have authority to grant exception to 
the requirements of Rules 2 and 3 where application has been filed in due form and such excep­
tion is required because of conditions resulting from previously drilled wells in the area or, in 
the case of Rule 3, the necessity of exception is based on topographic conditions. 

Applicants shall furnish all operators of leases offsetting the lease containing subject 
well a copy of the application to the Commission, and applicant shall include with his application 
a list of names and addresses of all such operators, together with a written stipulation that all 
such operators have been properly notified. The Secretary of the Commission shall wait at least 
20 days before approving any such exception and shall approve such exception only in the absence 
of objection of any offset operators. In the event an operator objects to the exception the Com­
mission shall consider the matter only after proper notice and hearing. 

RULE 5. The provision of Statewide Rule 104 Paragraph (k), shall not apply to the 
Pictured Cliffs Gas Pool. 

GAS PRORATION 

RULE 6. The Commission after notice and hearing, shall consider the nominations of 
gas purchasers from the Pictured Cliffs Gas Pool and other relevant data and shall fix 

j= psJc?-

d*^ - / i f 
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the allowable production in the Pictured Cliffs Gas Pools and shall allocate production 
among the gas wells in the Pictured Cliffs Gas Pool delivering to a gas transportation 
facility upon a reasonable basis and recognizing correlative rights, and shall include in the prora­
tion of such pool any well which it finds is being unreasonably discriminated against through 
denial of access to a gas transportation facility which is reasonably capable of handling the type 
of gas produced by such welL 

PRORATION UNITS 

RjDTJS _7_, A. For the purpose of gas allocation in the Pictured Cliffs G?s 
Pool a standard proration unit shall consist of approximately 320 contiguous surface acres con­
sisting of the North s South, East or West half of a section and being a legal subdivision of the 
Uo S. Public Land Surveys; provided, however, that a gas proration unit other than a legal half 
section may be formed after notice and hearing by the Commission, or as outlined in paragraph B. 
Any standard proration unit consisting of between 315 and 325 contiguous surface acres shall be 
considered as containing 320 acres for the purpose of gas allocation. 

Bo The Secretary of the Commission shall have authority to grant an excep­
tion to Rule 7 A without notice and hearing: 

1 o Where the unorthodox size or shape of the tract is due to a variation 
in legal subdivision of the U. S,, Public Land Surveys; or 

2. Where application has been filed in due form and where the following 
facts exist and the following provisions are complied with: 

a. The acreage assigned the non-standard unit lies wholly within a 
legal section. 

b. The acreage assigned the non-standard unit is adjacent to or 
contiguous with the acreage containing said welL 

Co The operator making application for such exception to Rule 7 A 
includes with such application: 

(1) waivers from (a) all operators owning interests in the half 
section in which any part of the non-standard gas proration unit is situated and which acreage is 
not included in said non-standard gas proration unit; and (b) all operators owning interests in 
acreage offsetting the non-standard proration unit; or 

(2) a list of names and addresses of all operators outlined in 
paragraph (1), together with a stipulation that proper notice has been given said operators at 
the addresses given and no objection is received by the Commission from such operators within 
20 days after the Commission receives such application. 

do The entire non-standard proration unit may reasonably be pre­
sumed to be productive of gas. 
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6o The length cr width of the non-standard gas proration unit does 
not exceed 5280 feet„ 

Co The .Secretary of the Commission shall have authority to grant an excep­
tion to Rule 7 A after notice and hearing, when the operator is unable to co: -Toly with the provisions 
of Rule 7 B 0 

GAS ALLOCATION 

ROLE 8, At least 30 days prior to the beginning of each gas proration period tie -'\ u-=-
mission shall hold a hearing after due notice has been given. The Commission shall cause to bj 
submitted by each gas purchaser its nominations of the amount of gas which each in good faith 
actually desires to purchase within the ensuing proration period, by months, from the 
Pictured Cliffs Gag Pool. 

When a purchaser of gas, after filing its nominations for the proration period shall find 
that its requirements for gas have increased or decreased from the amount nominated for any 
month during the proration period, such purchaser shall indicate its revised estimated require­
ments during such month by filing supplemental nominations with the Commission at least three 
days prior to the regular hearing of the Commission for the month preceding such changed re­
quirements. 

AU nominations shall be filed on a form prescribed by the Commission. 

RULE 9. The Commission shall hold a public hearing at least thirty (30) days prior 
to each gas proration period to determine the reasonable market demand for gas produced from 
the Rciu°ed Cliffs Gas Pool and shall issue a proration schedule for that proration 
period. 

Also, the Commission shall hold a public hearing between the 15th and 20th days of 
each month to determine the reasonable market demand for gas produced from the 
Pictured Cliffs Gas Pool for the ensuing proration month and shall issue a proration schedule 
for that pool allocat ing the amount of gas which each well may produce during the ensuing prora­
tion month. 

The monthly proration schedule shall include a tabulation of allowable and production 
for the second preceding month, together with an adjusted allowable computation for the second 
preceding month, said adjusted allowable shall be computed by comparing the total pool allowable 
assigned with the total pool production. In the event the total pool allowable assigned is greater 
than the total pool production, the allowable assigned the non-m&rginal and non-limited wells 
shall be reduced proportionately; and in the event such allowable assigned is less than such pro­
duction, then the allowable assigned the non-marginal and non-limitei" wells shall be increased 
proportionately. 

The Commission shall include in each proration schedule each well in said pool de­
livering to a gas transportation facility or lease gathering system and any well which it finds is 
being unreasonably discriminated against through denial of access to a gas transportation facility 
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which is reasonably capable of handling the type of gas produced by such well. The total allowable 
to be allocated to said pool for each proration period and each month shall be equal to the sum of 
the purchasers' nominations with any adjustment which the Commission r ay make. The Commission 
first shall determine and classify the marginal wells in said pool. 

A well in either of the following categories shall be classified as marginal: 

Class A. Any well whose producing capacity into existing gas transportation facilities 
is less than 100 MCF per day. Such a well shall be permitted to produce all its producing capacity 
into existing gas transportation facilities. 

Class B. Any well which the Commission finds has an actual producing capacity less 
than its assigned allowable. Such a well shall be permitted to produce all its producing capacity 
into existing gas transportation facilities, restricted only by the allowable it would have been assigned 
under application of the proration formula. 

A well classified in either of the marginal categories shall accrue neither underproduction nor over­
production. 

The allocation to said pool shall be divided and allocated among the wells appearing on 
each proration schedule in the following manner: (1) the sum of the allowables for all marginal wells 
and of wells found by the Commission to have an actual producing capacity less than the assigned 
allowable shall be subtracted fronvthe total pool allowable, (2) a tentative allocation to the non-
marginal wells shall be made by dividing the remaining pool allowable among the remaining wells 
in said pool in the proportion that the product of each well's calculated deliverability multiplied by 
the acreage attributable to that well bears to the sum of such product for all such remaining wells 
to be prorated, (3) when the tentative allowable received by a well is in excess of its known produc­
ing ability, that well shall be classified as a limited well and shall have its allowable limited to its 
producing ability for the period of time covered by that proration schedule, (4) the allowable for the 
pool remaining after subtracting the sum of the limited allowables of all limited wells shall be reallo­
cated to the remaining wells by application of the same formula, and (5) if such reallocation shall 
result in placing any other well within the limited classification, the allowable for the pool remaining 
after subtracting the limited allowables of all such additional limited wells shall be allocated among 
the remaining wells by application of the same formula until no well has received an allowable in 
excess of its known producing ability. 

The calculated deliverability mentioned in the preceding paragraph shall be that de­
liverability as determined by a test taken in accordance with the provisions of Order No. R-333 or 
Order No. R-333A of the New Mexico Oil Conservation Commission or any amendments thereof. 
At the time of institution of proration, a connected well having no deliverability tests shall have its 
deliverability estimated as per cent ( %) of its thres hour initial potential pending 
completion of its deliverability test. A temporary allowable shall be assigned such well using the 
estimated deliverability in the allocation formula ustil the deliverability test is taken, at which 
time those previous allowables granted the well by use of the estimated deliverability shall be re­
vised by use of the actual calculated deliverability. In like manner the estimated deliverability 
for a well that is connected during the period between the end of one annual deliverability test and 
the beginning of the next annual deliverability test shall be determined and used for proration 
purposes pending the completion of the deliverability test for such a well. After the well is con­
nected, the operator may elect to test the well in accordance with the procedure prescribed in 
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Order No. R-333 or in Order No. R-333A for the annual deliverability test or to postpone such 
test until the next annual deliverability test period. 

BALANCING OF PRODUCTION 

RULE 10. Underproduction: The dates 7:00 A. M . , March 1, and 7 00 A. M . , Septem­
ber 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 allowable remaining unproduced at 
the end of each proration period shall be carried forward to and may be produced during the first 
succeeding proration period in addition to the normal gas allowable for such succeeding period. 
That portion of such cumulative underproduction carried forward into the first succeeding proration 
period, which is not made up during said period shall be deducted from the total underproduction 
at the end of the period, resulting in only that volume of underproduction accrued during said period 
being carried forward as cumulative underproduction into the next succeeding proration period. 

If it appears that such continued underproduction has resulted from inability of the well 
to produce its allowable, it may be classified as a Class B marginal well as defined in Rule 9 and 
its allowable reduced to the well's ability to produce into existing gas transportation facilities. 
All underproduction accumulated to a well classified as marginal shall be added to the allocation 
for non-marginal wells and distributed thereto. 

RULE 11. Overproduction: An operator wi l l be allowed to overproduce a well during a 
proration period and to accumulate and carry over such overproduction into the f irst succeeding 
proration period in an amount not in excess of the total allowable assignable to the well based on 
nominations for the f irst succeeding proration period. Should the allowable so calculated be less 
than the accumulated overproduction at the beginning of the f irst succeeding proration period, the 
well must be shut-in until the overproduction has been reduced to such allowable. Should the well's 
cumulative status not be brought in balance during the f irst succeeding proration period, that over­
production accumulated at the end of the f i rs t succeeding proration period must be brought in balance 
during the second succeeding proration period or the well must be shut-in at the end of the second 
succeeding proration period until its cumulative status is in balance. 

The Commission may 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. 

GRANTING OF ALLOWABLES 

RULE 12. No gas well shall be given an allowable u n l l Form C-104 and Form C-110 have 
been filed together with a plat showing acreage attributed to saiJ well and the locations of all wells 
on the lease. 

RULE 13. Allowables to newly completed gas wells shall commence on the date of con­
nection to a gas transportation facility, as determined from an affidavit furnished to the Commis­
sion (Box 697, Aztec, New Mexico) by the purchaser, or the date of filing Form C-104 and Form 
C-110 and the plat described above, whichever date is the later. 
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REPORTING OF PRODUCTION 

RULE 14. The monthly gas production from each gas proration unit shall be metered 
separately and the gas production therefrom shall be reported to the Commission by the operator 
so as to reach the Commission on or before the twentieth day of the month next succeeding the 
month in which the gas was produced. The operator shall show on such report what disposition 
has been made of the gas produced. The ful l production of gas from each well shall be charged 
against the well's allowable regardless of what disposition has been made ofthe gas; provided, 
however, that gas used on the lease for consumption in lease houses, heaters, treaters, com­
bustion engines and other similar lease equipment and that gas vented in testing or as required 
to maintain production shall not be charged against the well's allowable. 

Copies of Form C-115, Monthly Production Report, submitted in compliance with 
Rule 14, shall be distributed by the operator as follows: Original to Oil Conservation Commission, 
Box 871, Santa Fe; two copies to Oil Conservation Commission, Box 697, Aztec, New Mexico. 



Well Name 
and No. 

Aztec No. 3 

Aztec No. 5 

Aztec No. 6 

Barnhart No. 1 

Browning 2= Stewart No. 4 

Cooper Ho. 1-S 

Cornell No. 3 

Cornell No. 4 

Cozzens No. 2 

Cozzens No. 3 

Cozzens No. 4 

AZTEC OIL & GAS COMPANY 

Wells Operated By .AZTEC 
Which Are In An 

Unorthodox Proration Unit 

August 12, 195i+ 

Proration Unit 

Sec. 14-2SN-11W 
N/2 SW/4 
W/2 m/\ 

Sec. 14-2SN-HW 
N/2 SE/4 
E/2 NE/4 

Sec. 14-28N-11W 
S/2 SE/4 
S/2 swA 

Sec. I7-29N-11W 
S/2 NWA 
N/2 SW/4 

Sec. II-28N-HW 
3/2 SE/4 
S/2 swA 

Sec. 29-29N-11W 
SW/4 NW/4 

NWA swA 
NE/4 S'rfA 
SE/4 NW"A 

Sec. 12-29N-12W 
SE/4 SW/4 - 40 Ac. 

Sec. 12-29N-12W 
FE/4 SW/4 _ 40 Ac. 

Sec. 19-29H-11W 
W/2 NE/4 
E/2 FrfA 

Sec. 20-29N-11W 
W/2 HE/4 - 00 Ac. 

Sec. 20-29N-11W 
S/2 NW/4 
NE/4 NWA - 120 Ac. 

BEF0R-- THE 

^ E X H ; » ; T NO / 
CASE 

Aztec's 
Working 
Interest 

100$ 

100$ 

100 Jo 

50 {S 
L. G. Stearns 50$ 

25$ 
L. G. Stearns 50$ 
Summit O i l 25$ 

100$ 

100 

100$ 

100$ 

100$ 



Well Name 
and No. Proration Unit 

Aztec's 
Working 
Interest 

Cozzens No. 5 Sec. 19-29N-11W 
NW/4 SE/4 
N/2 SW/1*-

swA NWA 
100$ 

Dallabetta No. 1 

Faverino No. 1 

Hart No. 1 

Holder Ho. 1 

Hudson No. 

Sec. 20-29N-11W 
S/2 SW/4 

Sec. 29-29N-11W 
N/2 NW/4 

Sec. 20-29N-11W 
3W/4 SE/4 
SE/4 SEA 

Sec. 29-29N-11W 
NE/4 HE/4 
NW/4 NEA 

Sec. 11-29H-12W 
NW/4 3W/4 - 40 Ac, 

Sec. 29-30N-12W 
SE/4 HW/4 - 40 Ac. 

Sec. 34-30N-12W 
E/2 SE/4 

Sec. 35-30H-12W 
W/2 SW/4 

100$ 

75$ 
Summit O i l 25$ 

100°, 

100^ p 

100$ 

McCarty No. 1 

McDaniel Ho. 1 

McGrath No. 2 

See. 29-30H-12W 
E/2 SE/4 - 50 Ac. 

Sec. 17-29N-11W 
SW/4 SW/4 

Sec. I6-29N-I1W 
SE/4 SE/4 

Sec. 19-29N-HW 
NE/4 HE/4 

Sec. 20-29N-lliV 
NW/4 NW/4 

Sec. 34-30N-12W 
W/2 NE/4 
E/2 SWA 

1005 

100$ 

100^ 
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Well Name 
and No. Proration Unit 

Aztec's 
Working 
Interest-

Maneum No. I 

Reid No. 2 

Sammons No. 1 

Sunmiit-Viles No. 6-B 

Sec. 29-29N-11W 
S/2 NE/4 
N/2 SE/1+ 

Sec. 13-29N-12W 
S/2 NE/4 
N/2 SE/4 

Sec. 32-30N-12W 
S/2 SET? 
NW/4 SE/4 
sw/4 NE/4 

Sec. 29-29N-11W 
S/2 SE/4 

Sec. 32-29N-11W 
N/2 NE/4 

Summit Oil 

Summit Oil 
i i . G. Stearns 

75$ 
25$ 

100$ 

100$ 

25$ 
25$ 
50$ 
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A rtzona Office 
1 4 0 0 L U H RS T O W E R 

P H O E N I X . A R I Z O N A 

7>1 
KlflA^LQC PETROLEUM COMPANY 

r <'-fk ^#g^NA CORPORATION 

ir;!~$ 'i i. Producers of Petroleum Products tm Proc New Mexico Office 

A Z T E C . N E W MEXICO 

Mr. Richard R. Spurrier 
Secretary and Director 
O i l Conservation Commission 
P. 0. Box 871 
Santa Fe, New Mexico 

My dear Mr. Spurrier: 

This l e t t e r i s directed to you i n accordance 
with our telephone conversation of t h i s morning. 

Due to the fact that Mr. Locke i s i n the East 
and w i l l be unable t o attend the Pictured C l i f f Proration 
Hearing, No. 729, scheduled f o r 10:00 A.M., July 16, i n 
Santa Fe, i t i s requested that, i f at a l l possible, t h i s 
hearing be continued f o r one month. 

Thanking you f o r your a t t e n t i o n to t h i s matter, 
and awaiting your advice as to the requested continuance, 
I remain 

Yours very t r u l y , 

Secretary to GEORGE D. LOCKE 

dhe 

P L E A S E D I R E C T A L L C O R R E S P O N D E N C E T O T H E A R I Z O N A O F F I C E 



MA/W OFFICE {WF^*-
 & N E A L 

" " A T T O R N E Y S A T L A W 
S H O R T B U I L D I N G P O S T O F F I C E B O X 7 0 9 

G Q T ,C »>j CAULS B A D , NEW MEXICO 

° /in O * 
C A S W E L L S . N E A L —> *^ U J ,.. T E L E P H O N E 

CASWELL F. NEAL U C t O ' . ) e r 4 , 1 ^ D 4 5 - 2 4 4 5 

u i l and Gas Conservat ion Comr.iss i o n , 
Santa ^'e, &evi Mexico . 

ReJ Cases 696 and 729. 

Gentlemen; 

I t Is ray un tiers tanding t h a t the above canes invo lved an 
attempt to secure an Order changing the 160 acre spacing 
on p i c t u r e d C l i f f w e l l s I n the c-un Juan area t o 520 acre 
spa c i n g . 

As a c i t i z e n of ^ew Mexico i n t e r e s t e d i n the o r d e r l y 
development of the o i l and gas serves i n the San Juan 
Bas in , and as the owner of var ious r o y a l t y and leasehold 
i n t e r e s t s t h e r e i n . I wish t o express rav oooos i t i on to the 
proposa l t o change the spacing on P i c t u r e d U i i f f we l l s f r o m 
I !50 acres t o 320 ac re s . I n raj o p i n i o n , t h i s would he 
r u inous t o the opera tore and. to the i n d u s t r y , and would 
r e s u l t i n extreme waste. I do noi; b e l i e v e under any 
circumstances t h a t the p i c t u r e d C l i f f f o r m a t i o n can be 
dra ined by one w e l l t o 320 acres , adequate ly , arid they 
can be operated economical ly a t 160 acre spac ing . This 
enables more recovery i n the long run of the n a t u r a l 
resources , and i n my o p i n i o n , g rea t economical i n j u r y 
would be done t o the s t a t e , by changing the spacing as 
requet t e d . 

I hone the Commission w i l l not make any such w eder , but 
w i l l leave i n e f f e c t the spa c lng of 160 acres under 
w. I c h the bas in has been developed. 
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S P E C I A L R U L E S AND REGULATIONS 
FOR THE F U L C H E R K U T Z - P I C T U R E D C L I F F S 

GAS POOL 

Well Spacing and Acreage Requirement* for Drilling Tract*: 

R U L E 1: Any well drilled a distance of one mile or more from the 

outer boundary of the Fuleher Kuta-Pictured Cliffs Gas Pool shall be classified 

as a wildcat well. Any well drilled less than one mile from the outer boundary 

of said pool shall be spaced, drilled, operated and prorated in accordance 

with the regulations in effect in the Fuleher Wita -Pictured Cliffs Gas Pool. 

R U L E 2: Each well drilled or recompleted within the Fuleher 

Kutz-Pictured Cliffs Gas Pool shall be located on a tract consisting 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 Surveys. 

R U L E 3: Each well drilled within the Fuleher Kuta-Pictured 

CliUs Gas Pool shall not be drilled closer than 660 feet to any outer boundary 

line of such quarter section, nor closer than 330 feet to a quarter-quarter 

section or subdivision inner boundary, nor closer than 1320 feet to a well 

drilling to or capable of producing from the same pool. 

R U L E 4; The Secretary-Director of the C ommlssion shall have 

authority to grant exception tothe requirements of Rules 2 and 3 where 

application haa been filed in due form and such exception is required because 

of conditions resulting from previously drilled wells in the area or, in the 

case of Rule 3, the necessity for exception is based upon topographic 

conditions. 

Applicants shall furnish all operators of leases offsetting the lease 

containing subject well a copy of the application to the Commission, and 

applicant shall include with his application a list of names and addresses of 

all such operators, together with a written stipulation that all such operators 

have been properly notified by registered mail. The Secretary-Director 

of the Commission shall wait at least 20 days before approving any such 

exception, aad shall approve such exception only in the absence of objection 
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of any offset operators. In the event an operator objects to the exception, 

the Commission shall consider the matter only after proper notice and 

hearing. 

R U L E 5. : The provision of Statewide Rule 104, Paragraph (k), 

shall not apply to the Fuleher Kuta-Pictured Cliffs gas pool. 

OAs Proration and Allocation; 

R U L E 6: (A) The acreage allocated to a gas well for proration 

purposes shall be known as the gas proration unit for that well. For the 

purpose of gas allocation in the Fuleher Kutz-Pictured Cliffs gas pool, a 

standard proration unit shall consist 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; provided, however, that 

a non-standard proration unit may be formed after notice and hearing by the 

Commission or under the provisions of Paragraph (B) of this Rule. 

The allowable production from any non-standard gas proration unit 

as compared with the allowable production therefrom if such tract were a 

standard unit shall be in the ratio which the area of the non-standard proration 

unit bears toa standard proration unit of 160 acres. Any gas proration unit 

containing between 158 and 162 acres shall be considered to contain 160 acres 

for the purpose of computing allowables. 

(B) The Secretary-Director of the Commission shall have 

authority to grant an exception tc Rule 6 (A) without notice and hearing where 

application has been filed in due form and where the following facts exist 

and the following provisions are complied with: 

1. Where the proposed non-standard proration unit consists of 

less than 158 acres. 

2. Where the unorthodox sise or shape of the tract is due to a 

variation in legal subdivision of the V. S. Public Land Surveys; or 

3. Where application has been filed in due form and where the 

following facts exist and the following provisions are complied with: 
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(a) The acreage assigned the non-standard unit lies 

wholly within a legal section. 

(b) The acreage assigned the non-standard unit is 

contiguous with the acreage containing said well. 

(c) The entire non-standard gas proration unit may 

reasonably be presumed to be productive ol gas. 

(d) The length or width ol the non-standard gas pro­

ration unit does not exceed 2640 leet. 

(e) The operator making application lor such 

exception to Rule 6 (a) includes with such application: 

(1) Waivers Irom (a) all operators owning interests 

in the quarter sections in which any part ol the non-standard gas proration unit 

is situated and whieh acreage is not included in said non-standard gas proration 

units; and (b) all operators owning interests in acreage offsetting the non­

standard proration unit; or 

(2) A list ol names and mailing addresses of all 

operators outlined in paragraph (1), together with proof of the fact that said 

operators were notified by registered mail of the intent of the applicant to 

form such non-standard gas proration unit. The Secretary of the Commission 

may approve such application if, after a period of 20 days following the 

mailing of said notice, no operator as outlined in paragraph (1) above has 

entered an objection to the formation of such non-standard gas proration unit. 

RULE 7: At lease 30 days prior to the beginning of each gas 

proration period, the Commission shall hold a hearing after due notice has 

been given. The Commission shall cause to be submitted by each gas 

purchaser "Preliminary Nominations" of that quantity oi gas which each purchaser 

in good faith actually desires to purchase within the ensuing proration period. 
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by months, from th* Fuleher Kutz-Pictured Cliff . G a . Pool. T h . Commission 

.hall consider the Preliminary Nomination." of purchasers, actual pro­

duction, and .uch other factors as may be deemed applicable in determining 

the amount of ga. that may be produced without wast, from said pool within 

the ensuing proration p.riod. 'Preliminary Nominations" shall be submitted 

on Form C-121-A a . prescribed by the Commission. 

R U L E 8: In the event a gas purchaser's market shall have 

increased or decreased, purchaser may file with the Commission prior to the 

10th day of the month a"Supplemental Nomination" showing the amount of gas 

the purchaser actually in good faith desires to purchase during the ensuing 

proration month from the Fuleher Kuta-Pictured Cliffs gas pool. The Com­

mission .hall hold a p*hllc hearing between the 13th and 20th days of each month 

to determine the reportable market demand for gas from said pool for the 

ensuing proration a»onth. and ahall issue a proration schedule setting out 

the amount of ga* which each well may produce during the ensuing proration 

month "Supplemental Nominations" shall be submitted on Form C-121-A 

as pre scribed by the Commission. 

Included in ihe monthly proration schedule shall be (a) a summary 

of the totaipoo* allocation for thatmonth showing nominations, and adjustments 

made f o r « d e r a g e or overage applied from a previous month, (b) a tabulation 

of the ne< allow«ble and production for the second preceding month together 

w ;th a c w n u l * t i v e o v e r a * e o r underage computation, (c) a tabulation of the 

currenl and net aiowabies for the preceding month, (d) a tabulation of current 

monthly allow** for the ensuing proration month, and (e) a tabulation of 

Ike acreage eliverabilities assigned each well, and the factors assigned 

each well ^ o r **** calculating individual well allowables. The Commission 

shall ln<lud* in tproration schedule the gas wells in the Fuleher Kuta-

p i c t u ? e d Cliff* P delivering to a gas transportation facility, or lease 

gathering sy.tewad shall Include in the proration schedule of said pool any 

well which the Cuss ion finds is being unreasonably discriminated against 



• l l** 

-7-
Caie No. 729 

through denial of access to a gas transportation facility which is reasonably 

capable of handling the type of gas produced by such well. The total allow­

able to be allocated to said pool each month shall be equal tothe sum of the 

preliminary or supplemental nominations, whichever is applicable, together 

with any adjustment which the Commission deems advisable. 

If, during a proration month, the acreage assigned a well is increased, 

the operator shall notify the Secretary-Director in writing of such increase. 

The increased allowable assigned the gas proration unit for the well shall 

become effective on the first day of the month following receipt of the notifi­

cation by the Director. All communications shall be mailed to the Director, 

at Box 871, Santa F e , New Mexico. 

R U L E 9: The monthly gas allocation to the Fuleher Kuts-Pictured 

Cliffs Gaa Pool shall be divided and allocated among the wells connected to 

a gas transportation facility in the following manner: 

The product obtained by multiplying each well's acreage factor by the 

calculated deliverability (expressed as MCF per day) for that well shall be 

known aa the "AD" factor for that well. The acreage factor shall be deter­

mined to the nearest hundredth of a unit by dividing the acreage within the 

proration unit by 160. The AD factor shall be computed to the nearest 

whole unit. 

A tentative allocation shall be made by dividing seventy-five 

percent (75%) of the pool allocation among the wells in the proportion that 

each well's "AD" factor bears to the sum of the AD" factors of all wells in 

the pool. 

Tie remaining twenty-five percent (25%) of the pool allocation 

shall be divided among wells in the proportion that each well's acreage 

factor besrs to the sum of the acreage factors of all wells in the pool. 

when the tentative allowable received by a well is in excess of its \ 
i 

known producing ability, the well shall be classed as a marginal well and 

its allowable limited to its known producing ability. The sum of the differ­

ence between the tentative allowables and the limited allowables of all 
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marginal wells on ihe proration schedule shall be reallocated to the non-

marginal wells by application of the same formula. If such reallocation 

shall result in placing any ether well within the marginal classification, the 

difference between the tentative allowable and the limited allowable of such 

marginal well shall be redistributed by application of the same formula until 

no well has received an allowable in excess of its known producing ability. 

RULE 10: The calculated deliverability at the 'deliverability 

pressure" shall be determined in accordance with the provisions of Order 

R-333-A; provided however, that the deliverability pressure shall be deter­

mined as follows: 

"Deliverability pressure", as employed herein, shall be equal to 

fifty percent, (50%) of the seven (7) day shut-in pressure of each respective 

well. 

Balancing of Production: 

RULE U: Underproduction: The hours of 7 o'clock a. m., M.S.T. 

February 1, and 7 o'clock a. m., M . S . T . , August 1, shall be known as balanc­

ing dates and the periods of time bound by these dates shall be known as gas 

proration periods. In order to effectively administer the prorationing of gas 

in the Fuleher Kuta-Pictured Cliffs pool, it is advisable to have a portion 

of each proration period include both summer and winter months. There­

fore, the first proration period shall commence on March 1, 1955, and 

shall continue for a period of eleven months until February 1, 1956. Future 

proration periods shall commence on the dates set out above. The amount 

of current gas allowable remaining unproduced at the end of each proration 

period shall be carried forward to and may be produced during the next 

succedding proration period in addition to the normal gas allowable for 

such succeeding period; provided, however, that whatever amount thereof 

is not made up within the first succeeding proration period shall be cancelled. 

If it appears that such continued underproduction has resulted from 

Inability of the well to produce its allowable, it may be classified as a 

marginal well aad its allowable reduced to the level ol the weU* a *b\Uty to 

produce. 
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If, at tee end of a proration period a marginal well haa produced 

more than the total allowable assigned a non-marginal unit of corresponding 

siae and deliverability, such marginal well shall be reclassified as a non-

marginal well and its allowable prorated accordingly. 

If, during a proration period a marginal well is reworked or re ­

completed in such a manner that its productive capacity is increased to an extent 

that said well should be reclassified as a non-marginal well, the reclassification 

shall be effective on the first day of the proration month following the date of 

recompletion. 

The Secretary-Director may reclassify a well at any time if produc­

tion data or deliverability tests reflect the need for such reclassification. 

R U L E 12: 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 period. If, at any time, a well is overproduced an 

amount equivalent to six times its current monthly allowable, said well shall 

be shut in during the current month. 

The Commission may allow overproduction to be made up at a lesser 

rate than would be the case if the well were completely shut-in if, upon public 

hearing after due notice, it is shown that complete shut in of the well would 

result in material damage to said well. 

Granting of Allowables: 

R U L E 13: No gas well ahall be given an allowable until Form C-104 

and Form C-110 have been filed, together with a plat showing acreage attri­

buted to said well and the locations of all wells on the lease. 

R U L E 14: Allowables to newly completed gas wells shall commence 

on the date of connection to a gas transportation facility, such date to be 

determined from an affidavit furnished to the Commission by the purchaser, 

or the filing date of Form C-104 and Form C-110 and the above-described 

plat, whichever date is the later. Affidavits of connection will be submitted 

to the District Office of the Commission, Box 697, Aatec, New Mexico. 
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No well shell be assigned an allowable unless a deliverability test, 

or a potential test taken in conformance with the provisions of Order R-3330A 

has been submitted. 

In the absence of deliverability test data on newly completed wells, the 

open-flow potential taken in conformance with Order R-333-A may be used in 

approximating the well's deliverability. In this instance, an assumed 

deliverability equal to 15% of the volume of gas produced In the Initial 

potential test will be used. The allowable thus established using an estimated 

deliverability shald he a tentative allowable and such allowable will be re­

calculated using the deliverability test data upon the submission of such data 

to the Commission. 

Deliverability tests ahall be taken and calculated in conformance with 

Order R-333-A, toe provisions of Rule 10 of this order and the testing 

schedule provisions of Order R-333-A. 

Deliverability tests taken during 1954 shall be used in calculating allow­

ables for the proration period commencing March 1, 1955. Subsequent annual 

tests shall be used in calculating allowables for proration periods commencing 

during the next ensuing year. 

Reporting of Production: 

ROLE 15: The monthly gas production from each well shall be 

metered separately and the production therefrom shall be reported to the 

Commission on Form C-115, f/ such form to reach the Commission on or 

before the 24th day of the moath Immediately following the month In which the 

gas reported was produced. The operator shall show on such report the 

disposition of the gas produced. 

Each pure hater or taker of ga* ia the Fuleher Ruts-Pictured Cliffs gas 

pool shall submit a report to the Camraission, such report to reach the Com­

mission oa or before the 24th day ot the month Immediately following the 

month is which the ga* was purchased or taken. Such report shall be filed 

on either Form C-lll or Form C-114, whichever is applicable, and the wells 

shall be listed ia approximately the same order as they are found listed on 

the proration scltdule. 
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Form* C-Ul and C-114 as referred to herein ehall be submitrd in triplicate, 

the original being sent to the Commission at Box 871, Santa Fe, New Mexico 

remaining copies will be sent to Box 697, Astec, New Mexico and Box 2045, 

Hobbs, New Mexico, respectively. 

Forma C-115 shall be submitted in accordance wtth Rule 1114 of the Com­

mission's Rules and Regulations. 

The full production of gas from each well shall be charged against the 

well's allowable regardless of the disposition of the gas; provided, however, 

that gas used in maintaining the producing ability of the well shall not be 

charged against the allowable. 

RULE 16: 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 to facilitate the transportation or utiliaation of gas. 

It shall be toe responsibility of said "taker! to submit a nomination in 

accordance with Rules 7 and 8 of this order. 


