BEFORE THE GIL CONSERVATION COMIISEIUN
UF THE STATE OF NEW MEXICO

IN Tk 0 TTER OF THE SEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF THE STATE CF NEW
MEXICCG FUR THE PURPUSBE OF
CONRSIDERING: 330 )
330-4) Consolidated
CASES: 941 )
Crder No, R-lif-D

THE ~ PP LICATION OF THE CIL
CUNBERVATION COMMISSICN

UPUN IT8 CWN MUTION FOR &N
CRDYR RIVISING CRDER K-110 AND
CGRDIH RABC AFFECTING AND CCN-
CERNMING THL BLANCC-ESAVERDE
GAS POLL, 8AN JUAN AND RIC ARRIBA
COUNTIES, NEW MEXICC,

CEDER OF THE COMMISSION

BY THE CUSMIBSIGE:

Bl

'hese causes came on for hearing at 9 o'clock a.m, on
£oril 15, 17254 apd June 21, 1354 and August 17, 1955, before the Uil
Conserv:tion Comrrisgion of New iiexico, hereinafter referred to 2s the
Commission’,

NOW, on this { § *//’ day of Getober, 1955, the Cormmissiorn,
a quorusn seing present, having considered the testimony adduced and the

Ey

exhibiis received at said hearings, and being fully advised in the sremises,

FINDS:

(1) That due notice of the time and place of heariug and the
purpose theresf having been given as required by law, the Cornvmission has
jurisdiction of these cases acd the subject mautter thereof,

(2) That there is need for the revision of Crder Re125-C due
to the revision of Order R-333-B ard that this order should contain all of

the provisicns of Order R.128-C with all applicable changes.

IT IS THEREFCORE GRDERED:

(1} That Order R-110, dated November 9, 1951 and Order R-128.C
dated Decen ber 16, 1254 is hereby amended as follows:

Zection 15: Gas ‘roration s»d Allocation

RULE 1. (a) The acresge allocated to = j;as well for proration
purposes shzil be known as the Gas Proration Uait for that well, Forthe
purpose of Gas Allocation in the Blanco-iv.esaverde Gas Pool, a standard pro-
raticn weit shill consist of between 316 and 324 contiguous suriace acres,
substaxntially in ihe for:c of a rectangle which shall be a legal subdivision (half
secticn) of the U, S. Public Land Surveys; provided however, that a non-standard
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gas proration unit may be formed after notice and hearing or under the
provisions of paragraph (b) of this rule., Any proration unit containing
less than 316 acres or more than 324 acres shall be 2 non-standard pro-
ration unit,. The allowable production irom any non-standard proration
unit 28 compared with the allowable productien therefror: if such tract
were z standard unit shall be in the ratio of the area of such non-standard
proration unit expressed in acres to 320 acres, Any gas proration unit
containiag between 316 and 324 acres shall be considered to contain 320 acres
for the purponse of computing allowables.

(v) The Secretary of the Commission shall have autharity
to graut an exception to RKule 1 {a) without notice and hearing where applicatio:
has been filed in due form and where the following facts exist and the !ellewinz
provisions are corrplied with;

i, The non-standard gas proration unit
consists of contiguous quarter-quarter
sections and/or lots,

2, The non-standard gus proration unit lies
wiolly within a single goveramental section,

3. The entire non-standard gas proration unit
may reasonably be presumed to be productive
of gas,

4, The applicant presents written consent in the
forz: of waivers from:

(a) All operatore owning interests in the
section in which any part of the nonesitandard
gas proration unit is situated and which acreage
is not inecluded in said non-standard unit, and

{(v) All operators owning interests in acreage
off setting the non-standard gas proration unit,

5, In lieu of paragraph 4 of this rule, the apglicant
may furnish proof of the fact that said offset
cperators were notified by registered mail of
his intent to form such non-standard gas pro-
ration unit, The Secretary of the Comnmission
may approve the application if, after a period
of 30 days following the mailing of said notice,
no opérator has made objection to formation of
such nonestandard gas proration uait,

RULE 2, Atleast 30 days prior to the beginning of each gas
proraticn period the Commiesion shall hold a hearing after due notice
has been given. The Commission shall cause to be subinitted by each gas
purchaser its Preliminary Nominations' of the amount of gas which each
in good faith actually desires te purchase within the ensuing proration perio%.
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by wmonths from the Blanco-Mesaverde Gaz Pool, The Commission shall
conzider the ' Preliminary Nominations” of purchasers, actusl production,
and such other factors as may be deemed applicable in determining the
arrount of gas that may be produced without waste from the pool witi:in the
ensuing proration peried, ''Preliminary Nominatione shall be submiited on
a Forrs C-illeA as prescribed by the Commiasion,

HKULE 3, In the event a gas purchaser's market shall have

increased or decreased, he may file with the Commission prior to the 10th
day of the month a 'supplemental nomination'', showing the amount of gas he
actually in good faith desires to purchase during the ensuing proration month
from the Blanco-Mesaverde Gas Pool. The Commission shall hold a public
hearing between the 13th and 20th days of each month to determine the reason
able market demand for gas for the ensuing proration month, and shall issue
2 proration schedule setting out the amount of gas which each well may produge
during the ensuing proration month. "Supplemental Nominations shall be
subrnitted on a Forn: C.l12l1-A as prescribed by the Commission,

included in the monthly proration schedule shall be {(a) a summary
of the total pool allecation for that inonth showing nominations, and adjuste
mexnts wmade for underage or overage applied frorm: a previaus month, (b) a
tabulation of the net allowable and production for the second preceding month
together with a curnulative overage or underage computation, (c) a tabulation
of ihe current and net allowables for the preceding month, (d) 2 tabulation of
curreni monthly allowable for the ensuing proration monts, and (e) a tabula-
tion of the acreage and deliverabilities assigned each well, and the factors
assigned each well for use in calculating individual well allowables. The
Cernmission shall include in the proration schedule the gas wells in the Blan¢o~
Mesaverde Gas Pool delivering to a gas transportation facility, or leass
gathering system, and shall include in the proration schedule for the Blanco~
esaverde Gas Pool any well which it finds is being unreasonably discriming-
ted againsi through denial of access to = gas transportation facility, which is
rezsonably capable of handling the type of gas produced by such well. The
tatal allowable to be allocated to the pool each month shall be egual tothe
sumr of the preliminary or supplemental nominations {whichever is applicablq),
together with any adjustment which the Commission deems advisable.

if during a proration month the acreage assigned » well is increased
the cperztor shall notify the Director in writing (Box 871, Santa Fe, New T
wmexico) of such increase, The increased allowable assigned the gas proratipa
unit for the well shall be effective on the first day of the n:onth following
receipt vf the notification by the Director,

RULE 4, The monthly allocation to the Blanco-~}iesaverde Gas
Fool shall be divided and allocated among the wells cennected to a gas
transporization facility in the followin g n:anner,

The product obtained by multiplying each well's acreaze factor
by the calculated deliverability (expressed as MCF per day) for that well
shall be known as the " AD" factor for that well, The acreage factor shall
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be deterrined to the nearest hundredth of a unit by dividing the acreage
within the proration unit by 320, The AD factor’ shall be cempuled to
the nearest wiole unit.

{1) s tentztive allocation shall be made by dividing
seventy-five percent (75%) of the pool ellocation
szroong the wells in the proportion that each well's
" 21 factor bears tothe sum of all the 4D factors’
in the poel,

(2) The remaining twenty-five (25%) of the pool alloca-
tion shall be divided among the wells in the proportion
that each well's acreage factor bears to the sum of
all the screage factors in the pool.

“/hen the tentative zllowable received by a well is in excess of
its kaowa producing ability the well shall be claseed as a marginal well and
its alicwable limited to its known producing ability, The sur: of the difference
between the ientative allowables and the limmited allowables of all marginal
wells on the proration schedule shall be reallocated to the non-carginal wells
by application of the same formula, If such reallocation shall result in plaein];
any other well withic the marginal classification, the difference heiween the
tentative allowable and the lin.ited allowable of such rmarginal well sball be
redistributed by application of the same formaula until no well has received an
allowable iz excess of its knowa producing ability.

RULE 5. The calculated deliverability at the ' deliverability
pressure shall be determined in accordance with the provisiom of Crder
R-333~C. .

BALANCING CF PRODUCTIUN

AULE 6., Underproduction: The dates 7:00 a. ., Februaryl,
and T:0U a, ., Hugust 1, shall be known 25 balancing dates and the pericds
of timme Lounded by these dates shall be kaown as gas proration periods, In
order to effectively adm:inister the prorationing of gas in the Blanco-Mesaverge
Gas Pool, it is advisable to have a portion of each proration period include
botk sumimer and winter months, Therefore the first proration period shall
cornmence hiarch 1, 1955 and shall continue for a period of 11l months and
future proration periods shall comunence on the dates ouflined above, The
amount of current gas allowable remaining unproduced at the end of each
proration period shzil be carried forward to and may be produced during the
next suceeeding yroration period in addition to the normal gas allowable for
such succeeding period; but whatever amount thereof is not i:ade up within
the first succeeding proration period shall be cancelled,

i it appears that such continued underproduciion has resulted
frovc inability of the well to produce its allowable, it mmay be classified as
a r.arginel well and its allowable reduced to the well's ability to produce,

1f at the end of a proration period 2 margincl well has produced
more than the total allowable assigned a none-rmarginal urit of corresponding
size ond deliverability, the marginal well shall be reclassified as a none-
msriinal well and its allowable prorated zccordingly.
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\ if during a proration pericd a2 marginal well is reworked or re-
completed in such a wanner that its productive capacity is increased to the
extent that it should be reclassified as 2 non-marginal well, the reclassifica-
tion shall be effective on the firet day of the proration month following the date
of reconpletion,

The Director may reclassify a well at any time if production data
or deliverability tests reflect the need for such a reclassification,

RULE 7, ©Dverproduction: A well whick has produced a grester
amoant of gas than was allowed during a given proration period shail have its
allowaocie for the first succeeding proration period reduced by the amount of
such overprodaction and such overproduction shall be made up within the first
succeeding proration period, I, at any time, a well is overproduced an aroupt
eqgualing six tin:es its current monthly allowable, it shall be shut-in during the
current wouath,

The Comnmmission may zllow overproduction to be made up at &
lesser rate than would be the case if the well were completely shui-in upon
a showing ..t public hearing after due notice that complete shut-in of the well
woutld resuit in material danage to the well,

GRANTING OF ALLCWABLES

RULE 8, No gas well shall be given an allowable until Form
C 104 and Form C-110 have been filed together with 2 plat showing acreage
attributed to said well and the locations of all wells on the lease.

RULE 9, Allowables to newly cowmpleted gas wells shzll

e

CHIHMEence

{a) ©n the date of connection to a gas transporiation
facility, such date to be determcined from an
zffidavit furnished to the Commission (Box 697,
Aztec, New Mexico) by the purchaser;

{b) the latest filing date of Form C-104, C-110 or
the above described plat; or

{) a date 45 days prior {o the date upen which the
well's initial deliverability and shut-in pressure
test is reported to the Commission on Form T-122-4
in conformance with the provisions of R-333.C;

whichever date is the later,
No well shall be assigned an allowable unless o deliverability

test taken in conformance with the provisions of Order R-333-C has been
sub:nitted,
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Deliverability tests sball be teken znd culculuted in corformance
with Urder 3-333-(, the provisions of Rule 5 of this order und the testing
schedule nrovisions of Urder R-333-C,

£ change in - wells deliverability due to retest or tesi uiter re-
completion 2 workover shull becowme effective the first of the month follow~
ing receipt and approval of Form C«122-4 for such test, Such tests shall be
takei {n sccordance with Urder K -333-C,

Deliver:zbility tests teken during 1954 shell be used in czlculating
zllow.vles for the proration period commencing March 1, 1955, Subseguent
anni:l tests shall be used in caleulating allowables for provation periods
commencing during the uext ensuing yeur,

RE PORT OF PRUDUCTION

RULE 10, The monthly gas production frorn: each well shill be
metered seuarcslely end the gas production therefrom shall be reported to the
Comurigsion or Form: L«ll5 und be postmarked on or before the 24th day of
the roonth next succeeding the moenth in which the gas was produced., The
operctor siill show ou such report what disposition has been nrade of the gas
produced,

Each purchaser or taker of gas in the Blanco~ivesaverde Gas Fool
shall scbrait 2 resort to the Comumission to be postmarked on or before the
156th day of the month next suceeeding the month in which the gae was purchuse
or taken, Such report shall be filed on either Form: C-lll or Form C-il4 (whi
ever is z=ppliczble) with the wells being listed in approximately the eame orde
as they zre listed on the proration schedule, Forms C-111 and C-114 referred
to herein shall be subrn:itted in triplicate, the originzl being sent to the Comu-
rission at Dox 87), Santa Fe, New iexico, the other copies being sent to Boy
697, Axtec, New Y exico and Box 2045, Hobbs, New Mexico,

Form C-115 stull be subm:itted in accordance with Rule 1114 of the
Comr:vission's Rules and Regulations,

The full production of gas frow each well shall be charged against
the well's allowable regardless of what disposition has been 1:ade of the gas,
provided however, that gas used in raintaining the producing ability of the
well shzll aot be charged against the well's allowable,

RULE I, The tern: 'guas 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 niade for gas transportation or utilization., It shall be
the responsibility of sald - taker' to submit a nowination,

RULE 12, DMNo gas, either dry gas or casinghead gas, produced frsij
. k)

the Lilanco-» esaverde Gas ool except that gas used for ' drilling-in purpose
shell be fizred or vented unless specifically authorized by order of the Com~
mission after notice and hearing.

PROVIDED FURTHER, That in{filing Forn C-101 Notice of
Intention to Drill or Recomplete” or USGS Form 9«331-a (whichever is
applicable), 21l operators shall comply strictly with the provisions of Crder
-1l und the sppliczble provisions of Crder R-397, Accompurnying the abov
for:. sholl be 2 plat of the acresge contained in the proration unit together

he




-7‘
Order No, K-128.1

with a complete list of all working interest owners designating the acreage
they hold within the communitized area dedicated to the well.

PROVIDED FURTHER, That failure to comply with the provisions|
of this order or the rules contained herein shall result in the cancellation of
allowable assigned tothe affected well. No further allowable shull be assigne
to the afiected well until 21l rules and regulations are cowplied witi, The
Director shall notify the operator of the well and the purchaser in writing of
the date of allowable cancellation and the reason therefor.

PROVIDED FURTHER, That the provisions of Statewide Rule
104 (k) ¢hall not zpply to the Blanco-ivesaverde Gas Pool.

PROVIDED FPURTHER, Theat all transporters of gas or users
of ges shall file with the Commission connection notices in accordance with
the above provisions of Rule 9 (z) 23 soon «s possible after the date of coue-
nection.

DONE at Sante Fe, New Mexico on the day and year hereinabove
desigraied,

ETLTE OF NEW MEXICO
OIL CONSERVALTION COMMISSION

e F

JOHN F, 8IMMS, Chairmun

W. B, MACEY, Mewmber and Secretary

- 2
ir/




LEFCORE THE GIL CONSERVATIUON COMMISSION
LF THE 8TATE CF NEW MEXRICC

IN T8I MATTER CF THY HEARING
CALLED BY THE Uil CONSERVATION
COMMISSION OF NEVW mEXICCG FUR
THE PURPLSE OF CONSIDERING:
729 )
859 )
CASES: 860 )Consolidzted
94i )
5 MG, F-365-C

by
w
i
i

Tie APPLICATION & THE CIL
CUNBERVATION QUL ISSION UPON

ITS OWN MACTICHN FUR AN CRDER

KEVISING CEDER 1.-565 AFFECTING

AND CONTCERNING THEZ FULCHER KUTZ-
PICTURED CLIFFS, THE AZTEC-PICTURED
CLIFFE, £ND THE SCUTH BLANCC-PICTURED
CLIFFS GL8 PUCLS IN S&N JUAR £ ND RIU
ABRKIBL COUNTIES, NEW MEZXICL,

CRDER GF THE CCu MISSICIK

BY Ty CLUMMISSION:

This cause came on for heoring 2t 9 'elock =, . on June 16,
1954, znd wzs thereugon continued to Cctober 14, 1954, narch 16, 1955 and
August 17, 1355, at Sants Fe, New Mexico, before ithe Uil Conservation Coui-
mission, hereinzfter referred to as the *Comimission’,

WOW, on tuis / § ij day of October, 1955, the Cormmission,
a quoruws being present, baving considered the records aad testirnony adduced,
and being fully advised in the premises,

FINDS:

(1) Thet due notice of the time and place of hearing and the
purpose thereof having been given zs required by law, the Commission has
jurisdiction of this case and the subject muiter thereof.

‘ {2) Thrat there is need for the revision of Urders X-565, R-565-4,
L5653, K-614, K-620 and their consolidation into this order, due to the
revigsion of Urder R-333.5,

IT 1S THEREFCRE CRDERED:

That special pool rules applicable to the Fulcher Kutz-Pictured
Cliffs Gas ~ool, the 2ztec~-FPictured Cliffs Gias Pool end the South EBlanco-
Pictured Cliffs Gas #ool, be and the same hereby are promulgated, as
follows:
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SPECIAL RULES AND KEGULATICNS
FOR [HE FULCHER KUTZ-PICTURED CLIFFS
GAS POOL

Well 3n:cing and Acrezge Requirements for Drilling Tracts:

HULE 1:  Any well drilled a distance of one mile or wore from
the outer boundary of the Fulcher Kutz~Pictured Cliffs G.s Pool shull be
cl.ssified :s5 o wildcat well, Any well drilled less than one mile from the
outer boundary of suid pool shall be spaced, drilled, operated and prorated
in zccordance with the regulations in effect in the Fulcher Kutz-Fictured
Cliffs Gzs Pool,

RULE 2. ¥ =ch well drilled or recompleted within the Fulcher Kutz-
Pictured Cliffs Gus Pool shall be loczted on & tract consisting of not less
thar a guarter section of approximately 160 surface contiguous acres sub-
stantially in the forr of a square which shall be z legal subdivision (quarter
section) of the U, ¢, Public Land Surveys.

RULE 3: &ny well drilled within the defined lic:its of the

.,.“ Fulcher Kutm-Pictured Cliffe Gas Poeol shall be
located on & designated drilling tract consisting
of not less than 2 quarter section which is a legal
subdivision of the U, 8. Fublic Liands Survey,
such quarter section to contain approximately 160
contiguous acres and to be substantizlly in the
for:: of a square. Such well shall be located at
least 990 feet frov: the outer boundary of said
cuarter section, provided, however, that a tolerance
of 200 feet is permissible,

RULE 4: The Secretary-Director of the Conimission shall have
authority to grant exception tothe requirements of Rules 2 and 3 where
application has been filed in due form and such exception is recquired because
of conditions resulting from previously érilled weils in the a2rea or, in the
case of Rule 3, the necessity for exception is based upon topographic conditigns.

Aprlicants shall furnish all operators of leases oifsetting the lease
containing subject well a capy of tae application to the Commission, and
apuvlicant shall include with his application a list of names and zddresses of
all such operators, together with 2 written statement that 21l such operators
have been properly notified by registered mail, The Secretary-Director of
the Comnsission shall wait at least 20 days before approving any such excep-
tion, and shall approve such exception only in the absence of objection of any
ofiset cperators, In the event an operator objects to the excepiion, the
Commission shall consider the matter only after proper notice and hearing,
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RULZ 5:  The provision of Statewide Rule 104, P.ragraph (k),
shall niot apply to the Fulcher Kutz-»’ictured Cliffs Gas Fool.

Gas “rorziion and Allocation:

KULY 6:  (A) The acreage slloczted to a gas well for proration
purposes shull be known zs the gas prorution unit for that well. For the
purpose of gas cllocation in the Fulcher Kutz-iictured Cliffs Gas Pool, 2
standard proration unit shall consist of approximately 160 surface contiguous
acres substantially in the form: of « sguare whick shall be a legal subdivision
(quarter-section) of the U. §. Public Land Survey; provided, however, that
z nonestandard proration unit may be forr.ed after notice and hearing by the
Comiriission or under the provisions of Paragraph (B) of this rule.

“he allowable production from eny non-standard gas
proration unit us compared with the allowable production
therefrom if gsuch tract were a standard uniil shall be in the
ratio which the area of the non-standard proration unit bears
to a standard proration unit of 160 acres, subject to the pro-
visions of Kule 9 of this order. Any gas proration unit cone
taining between 158 and 162 acres shall be considered to
contain 160 acres for the purpese of computing allowables,

{B) The Secretary of the Commission shell have
authority to grant an exception to Rule ¢ (A) without Notice and Hearing
where application has been filed in due form and where the following facts
exist and the following pruvisions are complied with;

i. The proposed non-standard proration unit
consists of less than 160 acres or where the
unorthodox size or shape of the tract is due to
z varlation in legal subdivision of the i1, I,
Zublic L.«nd Surveys.

Z, The non-standard gas proration unit consists
of coutiguous gquarter-guarter sections and/or
lots,

3, '‘he nonestandard gas proration unit lies
wholly within a single governmental section.

4. The entire non-standard gas proration unit
may reasonably be presumed to be productive
of gas,

5., The eprlicant presents written consent in
the form of waivers from:

(2) A1 operators ocwning interests in
the section in which any part of the non-
standard gas proration unit is situated
:nd which acrezge is not included in #aid
nonestandard gas proration unit,
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{b) 2ll operators owning interests in
zcreage offseiting the non-standard unit.

5, In lieu of paragraph 5 of this rule, the
spplicant may furnish proof of the fuct that

suid offset operators were notified by registered
rrail of his intent to form such non-standard gas
proration unit. The Secretary of the Commission
may approve the application if, after a period of
30 days following the mailing of said notice, no
operator has made objection to formation of such
con-gtandard gas proration unit.

ZULE 71 2% least 30 days prior to the beginning of each gas
proration period, the Cormmmission shzll hold a hearing after due notice
has been given., The Commission shall cause to be submitted by each gas
purciaser ' Preliminary Nominations' of that quantity of gas which each
purchaser in good faith actually desires to purchase within the ensuing pro-
ration period, by rontas, from the Fulcher Kutz-Pictured Cliffs Gas Pool.
The Commission shall consider the "Freliminary Norm:inations” of purchasers
actual production, and such other factors as may be deemed applicable in
determining the amount of gas that may be produced without waste from said
pool within the ensuing proration period. ‘'Preliminary Nominations' shall
be submitted on Form C~lZ1-A as prescribed by the Commission.

RULE 8: In the event 2 gas purchaser's market shall have increased
or decreased, purchaser may file with the Commission prior to the 10th day
of the m:onth a “Supplemental Nomination' showing the zxcount of gas the
purchaser actually in good faith desires to purchase during the ensuing pro-
ration inonth from the Fulcher Kutz«Pictured Cliffs Gas ~oeol. The Come-
mission shall hold & public hearing between the 13th and 2{th days of each
month o determine the reasonable murket demand for gas from said poel
for the ensuing proration roonth, and shall issue a2 proration schedule setting
out the amcunt of gas which each well may sroduce during the ensuing pro-
ration month, 'Supplemental Nominations' shall be subritted on Form
C-12l-A zs prescribed by the Commission,

Included in the ruonthly proration schedule shall be (&) 2 summary of
the total pool zllucation for that month stowing nominztions, and adjustments
made for underage or overage applied from: 2 previous month, (b) a tabulation
of the net 2llowable and production for the second preceding mounth together
with 2 curulative overage or underage computation, (c} z tabulation of the
current and net allowables for the preceding month, (d) 2 tabulation of curren}
monthly allowable for the ensuing proration month, and (&) 2z tabulation of the
acresge and deliverabilities assigned each well, and the factors assigned eac
well for use in calculating individual well allowables, The Commission lh&HT
include in the proration schedule the gas wells in the Fulcher Kutz-Pictured
Cliffs Pool delivering to a gas transportation facility, or lease gathering
systern., and shzll include in the proration schedule of said pool any well whi%h.
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the Comwission finds is being unreasonably discriminated against through
denial of access to = gzs transportation facility which is reasconsbly capable
of handling the type of gas produced by such well, The total :llowable to be
allocuted to s:id pool each month shall be egual to the sum of the preliminary
or supplermental nowrinations, whichever is applicable, together with any
adjustment which the Commission deems zdvisable.

If, during 2 proration month, the acreage assigned a well is increased,
the operator shzll notify the Secretary-Director in writing of such increase.
The increzsed allowzble assigned the gaos proration unit for the well shall
becowe effective on tae first day of the month following receipt of the notifi-
cation by the Director. £1l communications shull be mailed to the Director,
at Box 271, Sante Fe, New Mexico.

RULE 9:  The montily gas allocation to the Fulcher Kutz-Pictured
Cliffs Gas Pool shall be divided and alloczted amnong the wells connected to
a gas transportation facility in the following manner:

The product obtained by multiplying each well's acreage facior by the
calculated deliverability (expressed as #CF per day) for that well shall be
krnown zs the 'AD'' factor for that well. The acreage factor shall be determingd
to the nearest hundredis of a unit by dividing the acreage within the proration
unit by 160, The "AD ' factor shall be computed to the nearest whole unit.

& tentative ullocation shzll be made by dividing seventy-~five percent
(75%) of the pool allocation among the wells in the proportion that each well's
TADT factor bears to the sum of the "AD" fuctars of all wells in the pool.

The remxaining twenty~-five percent (25%) of the pool zllocation shall be
divided among wells in the pronortion that each well's acreage foctor bears
to the sum of the acreage factors of all wells in the pool,

¥ hen the tentative allowable received by a well is in excess of its
known producing ability, the well shall be classed as a marginal well and its
allowable lincited to its known producing ability, The sum of the difference
between the tentative allowables and the liinited allowables of w1l marginal
wells on the prorction schedule shall be reallocated to the non-marginal wells
by applicztion of the same formula, If such reallocation shall result in placing
any other well within the marginal classification, the difference between the
tentative allowable and the lirnited allowable of such marginel well shall be
redistributed by application of the same formula until no well has received
an 2llowzble in excess of its known producing ability.

£ny well having a calculated allowable less than that of

the largest allowzble assigned a marginal well shzll be
assigned an allowable equal to the largest marginal allow-
uble; provided that the zllowable so assigned shall not be
greater than the well's ability to produce, If the allowable
so assigned is greater than the well's ability to produce,
the well shzll be limmited to its ability to produce., 211 wells
with zllowables so assigned shall be classified as marginal
wells.,
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KULE 10: The caleculated deliverability at the 'deliverability
pressure’ chall be determined in accordance with the provisions of Order
R-333-C.

Balancing of Production:

RULE lII:  Underproduction: The hours of To'clock a, m., 3.8, T,
February l, and 7 o'clock a.m,, #.8.7., Augustl, skall be known as balanciyg
dates and the periods of time bound by these dates sheall be known 23 gas pro-
ration periods. In order to effectively administer the prorationing of gas in
the Fulcher Kutz-Fictured Cliffs Pool, it is advisable to have a portion of
each proration period include both summer and winter months., Therefore,
the first proration period shall commence on March 1, 1955, and shall eontinu{
for a pericd of eleven months until February 1, 1956, Future proration periocd
shall commence on the dates set out above., The amount of current gas allowe
able ren:aining unprocduced at the end of each proration period shall be carried
forward to and may be produced during the next succeeding proration period in
addition to the norinal gas allowable for such succeeding period; provided,
however, that whatever amount thereof is not made up within the first succeed
ing proration period shall be cancelled,

if it appears that sucn continued underproduction has resulted from
inability of the well to produce its allowable, it may be classified as a margingl
well and its allowable reduced to the level of the well's ability to produce.

If, at the end of a proration period a marginal well has produced niore
than the total allowable zssigned & none-immarginal unit of corresponding size
and deliverability, such marginal well shall be reclzssified 2s = non-marginal
well and its zllowable prorated accordingly.

If, during & proration period & marginal well is reworked or re-
completed in such a rnanner that its productive capacity is increased to an extﬁnt
that szid well should be reclassified as 2 non-marginal well, the reclassifi-
cation 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 productios
dats or deliverability tests reflect the need for such reclassification.

L8

RULE 12: Cverproduction: A well which has produced & 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 firs
succeeding proration period. If, at any time, 2 well is overproduced an
amount equivalent to six times its current monthly allowable, szid well shall
be shut«in during the current month.

The Commission may allow overproduction to be rnade up at 2 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 darnage to szid well,
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Gran ting of Allowables:

aULE 13: DNo gas well shull be given an allowable until Form C-104
end ¥orm C-110 have been filed, together with a plat showing acreage atiri-
buted to said well and the locations of all wells on the lease.

EULE 14: Allowables to newly completed gas wells shall commmence

(2) on the daie of connection to « gas transporiation facility,
such date to be deterimined from an affidavit furcished to
tbe Commission (Box 697, Aztec, New Mexico) by the
purchaser,

(b) The latest filing date of Form C-104, C-110 or the above
described plat, or

(c) = date 45 days prior to the date upon which the well's
initial deliverzbility and shut-in pressure test is reported
to the Coinmission on Forim C+122 in conformmance with the
provisions of R-333.C,

whichever date is the later.

No well shzll be zssigned an allowable unless = deliverability test,
or a potential test taken in conformance with the provisions of Order R-333-C
has been sub:itted.

beliverability teats shall be taken and calculated in conforinance with
Order i-333-C, the provisions of Kule 10 of this order and the testing schedule
provision of Order R-333-C,

4 change in a well's deliverability due to retess or test after re-
completion or workover shall become effective the first of the month following
receipt and approval of Form C-122-4 for such test, Such tests shall be take#x
in zccordance with Order R-333.C,

Deliverability tests taken during 1954 ehall be used in calculating
allowables for the proration period commencing March 1, 1955, Subseguent
annual tests shall be used in calculating zllowables for proration periods
commencing during the ¢ ext ensuing year.

Reporting of Production:

RULE 15; The monthly gas production from each well shall be
metered separately and the production therefrom shall be reported tothe
Commission on Form: C-l5, and such report shazll be postinarked on or beforL
the 24th day of the month imnmediately following the month in which the gas
reporied was produced. The operator shall show on such report the disposition
of the gas produced.
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Each purchaser or taker of gas in the Fulcher Kutz-Pictured Cliffs
Gas “ool shall subrnit « report to the Comui.ission, and such report shall
be postiarked on or before the 15th day of the month irrmediztely following
the month in which the gas was purchased or taken. Such report suall be
filed on either Form C-1ll or Form C-1ll4, whichever is applicable, and the
wells shall be listed in approxin:ately the samne order as they are found listed
on the proration schedule,

Formg C-lll and C-114 as referred to herein shall be submitted in
triplicate, the original being sent to the Commission 2t Box 871, Santa Fe,
New iMexico, remaining copies will be sent to Box 697, iztec, New Mexico
and Box 2045, Hobbs, New dMexico, respectively.

Fores C-115 shall be submitted in accordance with Rule 1114 of the
Commission'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 gos used irn maintaining the producing ability of the well shall not be
charged against the allowable,

KULE 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 utilization of gas.
It shall be the respousibility of said "'taker'’ te submit a nowination in accord-
ance with Rules 7 and 8 of this order.

RULY 17: XNo gas, either dry gas or casingheasd gas, produced from
the Fulcher Kutz-Pictured Cliffs Gas Fool, except that gas used for ''drilling~
in'' purposes, shall be flared or vented unless specifically auttorized by ordey
o the Com.uission after notice and hearing.

SPECIAL RULES AND REGULATIONE
FCR THE AZTEC-PICTURED CLIFFS
GAS PCOL

Vell Spacing and Acreage Requirements for Drilling Tracts:

RULE i: Any well drilled a distance of one wmwile or more from the
outer boundary of the Axtec-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 Aztec-Pictured Cliffs Gas Pool,

RULE 2: FEach well drilled or recompleted within the Aztec-
Pictured Cliffs Gas P ool shall be located on a tract consisting of not less
than = quarter section approximately 160 surface contiguous acres substantially
in the form of a souare which shall be a legal subdivision (quarter section) of
the U, 8. Public Land Surveys.
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RULE 3: /ny well drilled within the defined limits of the - ztec-
Pictured Cliffs Gas Fool shall be located on 2 designated drilling tract
c nsisting of not less than 2 quarter section which is 2 legal subdivision
of the U. 5. Fublic L.ands Survey, such guarter section to contain zpproxi-
mately 160 surface contiguous acres and to be substantially in the form of
a square. Such well shall be located at least 990 feet fron: the cuter boundary
of said gquarter section, provided, however, that = tolerance of 200 feet is
permissible.

RULYE 4: The Secretary~-Director of the Commission siall bave
authority to grant exception to the requirements of Rules 2 and 3 where
application has 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 conditiots.

Applicants shall furnish all operators of leases offsetting the lease
containing subject well a copy of the application tothe Commission, and
applicant sball include with his application a list of narces and addresses
of all such operators, together with a written statement that all guch aperatorL
have been properly notified by registered mail. The Secretary-Director of
the Commission shall wait at least 20 days before approviung any such excepti
and shall approve such exception only in the absence of objection of any offset
operztors. In the eveni an operator objects to the exception, the Commission
shall coneider the matter only after proper notice and hearing.

RULE 5: The provision of Statewide Rule 104, Paragraph (k), zhall
not apply to the Axtec-Pictured Cliffs Gas Fool.

Gas Proration and £llocation:

AULEZ 6:  (A) The acreage allocated to 2 gas well for proration
purpuses shall be known as the gas proration unit for that well, For the
purpose of gas allocation in the Aztec-Pictured Cliffs gas pool, a standard
proration unit shall consist of approximately 160 surface contiguous acres
substantially in the forw: of & square which shall be a legal subdivision (quart#r-
s ection) of the U, §. Public Land Survey; provided, however, that a non-
standard unit may be formed after notice and hearing by the Commissiaa or
under the provisions of Paragraph (B) of this Rule.

The allowable production from any non-standard gas
proratior unit as compared with the allowable production
therefroic if such tract were a standard unit shall be in

the ratio which the area of the non-standard proration

unit bears to a standard proration unit of 160 acres, subject
to the provisions of Rule 9 of this order. Any gas proration
unit containing between 155 and 162 acres shall be considered
to coutain 160 acres for the purpose of computing allowables,

(B) The Secretary of the Commission shall have authority]
to grant an exception to Rule 6 (A) without Notice and Hearing where appli-
cation has been filed in due form: and where the following facts exist and the
following provisions are complied with:
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i, The proposed non-standard proration unit consists of
less thauv 160 acres or where the unorthodox size or shape
of the tract is due to a variation in legal subdivision of the
U. 8, Public Land Surveys.

4. The none-standard gas proration unit consists of contiguous
quarter-quarter sections and/or lots.

3. The non-standard gas proratiou unit lies wholly within
a single governmental secticn,

4, The entire non-standard gas proration unit may rezsonably
be presurned to be productive of gas.

5. The applicant presents written consent in the form of
waivers from:

(2) a1l operators owning interests in the 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,

{b) zll operators owning interests in acreage off-
setting the non-standard unit,

6. In lieu of paragraph 5 of this rule, the applicant aay
furrish proof of the fact that said offset operators were notified by registered
mail of his intent to form such non-standard gas proration unit., The Secre-
tary of the Commission may approve the application if, after a period of 30
days following the mailing of said notice, no operator has rmade objsciion to
forruation of such non-standard gas proration unit,

EULE 7: £t 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 Commissiocn shall cause to be submitted by each gas purcha
“Prelimninary Norminations'' of that quantity of gas which each purchaser in
good faith actually desires to purchase within the ensuing proration peried,
by months, from the Aztec-Pictured Cliffs Gas Pool. The Commission shall
consider the ' Prelirninary Nominations” of purchasers, actual production,
and such other factors as may be deemed applicable in determining the amoun|
of gas that miay be produced without waste from said pool within the ensuing
proration period. Freliminary Nominations' shall be submitied on Form
C-121-A as prescribed by the Commission,

RULE 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 '"Supplerzental Nomination’ showing the amount of gas the
purchaser actually in good faith desires to purchase during the ensuing pro-
ration month from the Astec-Pictured Cliffs Gas Pool. The Cominission shall
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hold a public hearing between the 13th and 20th days of each month to
determine the reasonable market demand for gas from said pool for the
ensuing proraiion month, and shall issue a proration schedule setting out
the amount of gas which each well may produce during the ensuing proration
montk, ‘Supplemental Nominations © shall be submitted on Form C-121-4
as prescribed by the Commission,

Included in the monthly proration schedule shall be (a) 2 summary
of the total pool allocation for that month showing nominations, and adjust-
ments made for underage or overage applied from a previous month, (b)

a tabulation of the ne{ allowable and production for the second preceding month
together with a cumulative overage or underage computation, {c) a2 tabulation
of the current and net allowsbles for the preceding month, (d) a tabulation of
current monthly allowable for the ensuing proration month, and (¢) a tabula-~
tion of the acreage and deliverabilities assigned each well, and the factors
assigned each well for use in calculating individual well allowables. The
Commission shall include in the proration schedule the gas wells in the Aztec~
Pictured Cliffs Pool delivering to a gas transportation facility, or lease gather-
ing systemn, and shall include in the proration schedule of said pool any well
which the Commission finds is being unreasonably discriminated against throuéb
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 io said pool each month shall be equal to the sum of the preliminary
or supplemental nominations, whichever is applicable, together with any
adjust:nent 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 Fe, New Mexico.

RULX 9: The monthly gas allocation to the Aztec-Pictured Cliffs
Gas 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 M CF per day) for that well shall be
known as the “AD" factor for that well. The acreage factor shall be deter-
mined {o the nearest hundredth of a unit by dividing the acreage within the
proration unit by 160, The "AD" factor shall be computed {o the nearest
whole unit,

A tentative allocation shall be made by dividing seveniy-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.

The remaining twenty-five percent (25%) of the nool allocation shall
be divided among wells in the proportion that each well's acreage factor bears
to the sum: of the acreayge factors of all wells in the pool.
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Yhen the tentative allowable received by a well is in excess of its
known producing ability, the well skzll be classed as a marginal well and

its allowable limited to its known producing ability. The sum of the difference
between the tentative allowables and the limited allowables of zll marginal wellg
on: the nroration schedule shall be reallocated to the non-miarginal wells by
pplication of the sume formula., I sach: rezllecation shall result in placing
any oti:er well within the warginal classification, the difference between the
entative allowable wad the linited allowszble of suel: marginal well shall be
edistributed by application of the same formula until no well has received an
llowable in excess of its known producing ability.

~ny well having a calculated allowable less than that of the largest
Howable assizned 2 muzrginal well shall be assigned an aliowable eual to
he largest marginal allowable; provided that the allowable so assigned shall
ot be greater than the well's ability to produce., If the allowable so assigned
is greater thar the well’s ability to produce, the well shall be lirnited to its
pbility to nroduce. All wells with allowables so assigned shzll be classified =s
marginzl wells,

HOULE 10: The calculated deliverability at the "deliverability pressure’
ghall be deter:uined in accordance with the provisions of Order R-333.C,

Balancing of Production:

RULE LIl; Underproduction: The hours of 7 o'clock a. m,, .8 T.
February 1, and 7 c'clock a.m., M. §. T., August 1, shall be known as balanci
dates and the periods of tisne bound by these dates shall be known as gas pro-
ration periods. In order to effectively adininister the prorationing of gas in

e Aztec~-Pictured Cliffs P ool, it is advisable to have a portion of each pro-
ation period include both sunmimer and winter months, Therefore, the first
roration period shall cornmence on March 1, 1955, and shall continue for a
eriod of eleven mounths until February 1, 1956, Future proration periods
shall com:'mence on the dates set ocut above. The amount of current gas allow-
able remezining unproduced at the end of each proration period shall be carried
forward to and may be produced during the next succeeding proration period in
pddition to the normal gas sllowable for such succeeding peried; provided,
however, il:at whatever aziount thereof is not made up within the first succeed-
i ng proration period shall be cancelled. :

if it appears that such continued underproduction nas regulied from
nability of the well to zroduce its allowable, it may be classified as 2 marginal
well and its allowable reduced to the ievel of the well's ability to produce,

if, at the end of a proration period a marginal well has produced more
than the total allowable assigned a non-marginal unit of corresponding size
and deliverability, such marginal well shall be reclassified 85 > non-marginal
well and its 2llowable urorated accordingly,

in guch 2 menner that its productive capucity is increased to an extent that said

if, during a yroration period a marginal well is reworked or recompleted




Order No, R=365.C

well should be reclasgified as a non-marginal well, the reclzazsification
shall be effective on the first day of the proration month following the date
of recormpletion.

The Secretary-~-Liirector may reclassify a well at any tince if producticn
data or deliverability tests reflect the need for such reclassification,

RULE 14: COverproduction: » well which has produced a greater
amount of gas than was allowed during a given proration period shall have
its azilowable 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, st any tizne, s well is overproduced an
amount equivalent to aix times its current nonthly allowable, said well shall
be shui~in during the curreni month,

The Commission may allow oversroduction to be made up at & 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:

RULE 13: No gas well shall be given an allowable until Form C-104
and Forin C-1i0 have been filed, together with a plat showing acreage attributed
to said well and the locations of all wells on the lease,

EULE 14: Allowables to newly completed gas wells shall commence

{2) on the date of connection to a gas transportation
facility, such date to be determined from an affidavit
furnished to the Commission (Box 697, Aztec, New
Mexico) by the purchaser,

{b) the latest filing date of Form C-104, C-1d or
the sbove described plat, or

{c) a date 45 days prior to the date upon wiich the
well's initial deliverability and shut-in nsressure test
is reported to the Comnmission on Form C-122-4 in
conformance with the provisions of R-333-C,

whichever date ig the latler,

Tio well shall be assigned su allowable unless a deliversbility test,
take: in conformance with the provisions of Order R-333-C has been submitted.

Deliverability tests shall be taken and calculated in conformance wita
Crder X-333-C, the provisions of Rule 10 of this order and the testing schedul¢
provisions of Order R-333-C,

A chaunge in & wells deliverability due to retesi or test aiter re-
completion or workover shall become effective the first of the month following
receipt und approval of Form C-122-4 for such test. Such tests shall be taken
i aecordance with Crder K-333-C,
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Deliverability tests taken during 1954 shall be used ia calculating
allowables for the prorction period com . sencing March 1, 1955, Subsequent
annu:l tests shall be used in calculating zllowables for proration pericds
commenrcing during the aext ensuing year,

Heporting of r'roduction:

HEULE 15: The monthly gas production from each well shzll be
metered separately and the production therefrom shall be reported totie
Cowircission on Forn C«-115, and such report shall be postinarked on or
before tie Z4th day of the month immediately following the nonth in which the
gas reporied was produced. The operator shall show on such report the
disposition of the gas produced.

Each purchzseér or taker of gas in the Aztec-Fictured Cliffs Gas Pool
s hall subi:it & report to the Commission, and such report shall be postmarked
on or before the 15tk day of the raonth immediately fellowiug the rionth in which
the gas was purchased or taken. Such report shall be filed on Form G-l or
Forw: {-114, vhickever is applicable, and the wells shall be listed in approxi~
mately the sar:e order us they are found listed on the proration schedule.

Forus C-11l and C-114 as referred to herein shell be submitted in
triplicate, the original being sent to the Commmission at Box 871, Santa Fe,
New b exico, remaining copies will be sent to Box 697, Asztec, New Mexico
and Box 2045, Hobbs, New Mexico, resseciively,

Forwis C-11% gihall be submitied in zccordance with Xule 1114 of the
Coniuission’s Rules and Regulations.,

The full production of gas frox: eack well shall be charged against the
well's allowable regardless of the disposition of the gas; provided, however,
that cas used 'n malataining the producing ability of the well shall net be
charged against the allowable,

FULE 16: The terrs 'gas purchaser as used in these rules, shall
mean sny taker of gas either at the wellhead or at any point on the lease
where connection is wade to facilitate the transportation or utilization of gas.
it sball be the responsibllity of said "itaker to sudbmit a nomination in accordas
ce with Feles 7 and 8 of this order.

HULE 17: INo gas, either dry gus or casinghead gas, produced from
the Aztec--ictured Cliffs Gas Pool, except that gas used for "drilling-in"
purpcses, shall be flared or vented unless specifically authorized by order
of the Commission after notice and hesring,

SPECIAL RULES AND RECGULATIOHNS
FOR TRESUUTH BLANCGC-PICTURED CLIFFS
Ga8 POOL

Well Spacing and Lcreage Xequirements for Drilling Tracts:

RULE i: fay well drilled a distznce of one mile or rnore from the
ocuter boundary of the South Blanco-Pictured Cliffs Gas Pool shall be classified




&9 . wildeat well., Zuny well drilled less thzn one mile fron the suter
boundary of said poo 1 shall be spaced, drilled, operzted and prorated in
accordance with the regulations in effect in the South Blanco-Pictured Cliffs
Gas i ol

N -

RULE 2 szcon well drilled or recownpleted within the South: Blunco-
Pictured Clilis Gas ool shall be located on + tract consisting of uot less
than o guarter section of approximately 160 surface contiguous zcres sub-
sm\mn" in the i‘orw of a squsre which shall be a legal subdivision (guarter

section) of the U, &, -uslic Laud Surveys.,

JiLE 3 S Auy well drilled within the defined livwits of the South
Elazﬂca-%cmred Cliffs Gas Pool shall be located on = designated drilling
tract consisting of uot less than = guarter section which is a legal subdivision
of the 1, &, Fublic Linds Survey, suchk guarter section to contain zpproxi-
mately 160 surface contigusus acres and to De substantially in the form of &
square, sSuch well sizll be located =t least 990 feet frouxn the outer boundary
of said guarter section, provided, however, that 2 tolerance of 200 feet is
peraiissible,

f f,v

T T

RULE 4 Tae Secretary-Director of the Conmmission shall bave
auﬁ-@ruy tc srant excention tothe requirec:ents of Rules 2 sad 3 where
applicction bis been filed in due forn: and such exception is required because
@ﬁ c{:;""z&‘atmzm res:rlti:w frov previe&&sly ﬁrille& wells in the areas or. in the

Aypplicents saall furnish 21l operators of leases offsetting the lease

coniaining subject well a copy of the application to the Comnimission, and

applicent shall include with his application a list of narmmes and addresses of
zll such operators, together with a writler statement that all such operaters
have beea sroperly notified by registered wrail, The Secretary-Lirector of

he Commission shall wall at least 20 days befcore aupreving any such excen~
tion, and shall approve such exception only in the absence of objection of any
oifsei operators. In the event au operator nbjects tc the exception, the Com-
migsion shell consider the matter only after proper notice aad hearing,

ARULE 5: The provision of Statewide Rule 104, Paragrapns (&), shkall
not woply to the South Blanco-Fictured Cliffs Gas Pool.

Cas Provation and /4 liceation:

LE o: {4) The acrecge allocated to =« gas well for pyroration
puruosce shoil be known as the gas proration unit fcr that well, For the
purzose of jas allocztion in the South Slanco-Pictured Cliffs Gasg Fool, =
stariiurd proration unit shall consist of approxiinately 160 suriace contiguocus
acres subsizaticlly in the forrw of # sguare which shall be a legal subdivision
{swarter-section) of the U, 8, Public Land Survey; provided, however, that a
non~gstandurd proration unit may be formed after notice and hearing by the
Commnission or under the provisions of Paragraph (B) of this Rule,
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The allowable sroduction from sny non-standard gas proration unit
a8 cornpared with the allowable production therefrom if such iract were &
standard unit shall be in the ratic wiich the area of the non-standard pro-
ration unit bears to = standard proration unit of 160 acres, subject to the
provisions of Rule 9 of this order., Any gas proration aunit containing
between 138 and 162 acres shall be considered to contain 140 acres for the
purpose of computing zllowables,

{B) The Secretary of the Comumission sihall have authority
to gront an exception to Rule 6 (a) without Notice and Hearing where appli-
cation hos Deen filed in due form and where the Ifollowing facts exist zud the
following provisions are complied with:

i+ The proposed non~standard prorztion
unit congists of less than 160 acres or where
the unorthodox size or shape of the tract is
due to a variation in legal subdivision of the
. &, Fublic Land Surveys,

é. The non-standard gas proration anit
consiste of countiguous guarter-guarter
sectioms and/or lots,

3. The non-standzrd gas proration unit lies
wholly within a sicgle governmental section,
4, The entire non~standard gas prorvation
unit rmay reasonably be presumed to be nro-
ductive of gas.

5. The applicant presents written consent in
the form of waivers from:

(a} all operaiors owning interestis in

the section in which any part of the none
standard gas pror:ation unit is situated
and which acreage is not included in said
non-gtandard gas proration unit,

o

b} all sperators owning interests iv
acreage offsetiing tbhe non-stand:zrd

unit,

6, In lieu of paragraphk § of this rule, the
applicant may furnish procf of the fact that
said offset operators were notified by re-
gistered mail of bis intent to for: such non-
standard gas proration urit, The Secretary
oi the Commission may approve the appli-
cation if, after a period of 30 days following
the rnailing of said nctice, no operator bae
rmade objection to formation of such noi~
standard gas nroration unit,
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RULE 7: Atlease 30 days prior to the beginning of each gas pro-
ration pericd, the Commission shall hold 2 hearing after due notice has
been given, The Commission shall cause to be submiited by each gas pur-
chaser “Preliminary Nominations of that quantity of gas which each pur-
chaser in good faith actually desires to purchase within the ensuing proration
pericd, by n.onths, from the South Blanco-Pictured (Cliffs Gzs Pool. The
Cemruission shall consider the "Freliminary Nominations  of purchasers,
actual production, and such other factors as may be deen:ed applicable in
deternining the amount of gas that wmay be produced without waste from said
poel within the ensuing proration period, '"Prelimirary Nominations shall
be subn:itted on Form C-12i-4 as prescribed by the Commnission,

RULE 8: In the gvent a gas purchaser’'s market shall have increased
or decrezsed, purchaser ray file with the Commission prior to the 10th day
of the month 2 “Supplemental Nomination' sbowiag the amount of gas the
purchaser actually in good faith desires to purchase during the ensuing
proretion month from the South Blaneo-Pictured Cliffs Gas Fool, The Com-
mission shall hold a public hearing between the 13th and 20tk days of each
month to determine the reasonable market demand for gas from said pool
for ihe ensuing proration month, and shall issue a provation schedule setting
out the amouant of gas which each well may sroduce during the ensuing pro-
ration month, ~'Supplemental Nominations'' shall be submitted on Form
C-lil-4 28 prescribed by the Commission,

Included in the monthly proration schedule shall be (a) a summmary of
the totul pool allocation for that rnonth showing nominations, and adjustoents
rade for underage or overage applied from a previous month, (b) a tabula-
tion of the net allowable and production for the second preceding month
together with a cumulative overage or underage computation, (¢) a tabulation
of the current and net allowables for the preceding month, (d) a tabulation
of current :uonthly allowable for the ensuing proration month, and (e) a
tabulation of the acreage and deliverabilities assigned each well, and the
factors assigned each well for use in calculating individual well allowables.
The Comrmission shall include in the proration schedule the gas wells in the
South Blunco-Pictured Cliffs Pool delivering toa gas transportation facility,
or lease gathering systen:, and shzll include in the proration schedule of said
pool any well which the Commission finds is being unreasonably discriminated
agaiast 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 allowakble to be allocated to said pool each month shall be equal tothe
surn of the preliminary or supplemental nominations, whichever is applicable
together with any adjustment whick the Commission deen:s zdvisable,

if, during a proration month, the acreage assigned 2 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 notification by the Director, /1l communications shall be mailed to
the Director, at Box 871, Sants Fe, New Mexico.
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RULXY 9: The monthly gas allecation to the South Blanco-#ictured
Cliffs Gas Pool shall be divided and allocated among the wells connected
to & gas trunsportation fucility in the following manner:

The product oetained by multiplying each well's acreage factor by
the culculated deliverability {(expressed as MCF per day) for that well shall
be known a5 the "AD' factor for that well. The acreage factor shzll be
determined to the nearest hundredth of a2 unit by dividing the acresge within
the proration unitby 160, The "AD" factor shall be computed to the nearest
whole unit,

£ tentutive zllocation shzll be made by dividing seveniy-five percent
(73%) of the pool allocation among the wells in the proportion that each well's
‘AL factor bears to the sum of the ' AD" factors of all wells ir the pool.

The remaining twenty-five percent {25%) of the pool allocation shall be
divided amnong wells in the proportion that each well's acreage factor bears
to the surn of the acreage factors of all wells in the pool.

When the tentative allowable received by a well is in excess of its
known producing ability, the well shall be classed as = 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
marginal wells on the proration schedule shall be reallocated to the non-
mearginal wells by application of the same formula, I swh reallocation shall
result in placing any other well within the marginal classification, the differ-l
ence beiween the teniative allowable and the limited allowable of such margindl
well shall be redistributed by application of the same formula until no well
has received an allowable in excess of its known producing ability.

Any well having a2 calculated allowable less than that of the largest
allowable assigned a marginal well shall be assigned an allowable equal
to the largest mearginal allowable; provided that the allowable so assigned
shall not be greater than the well's ability to produce., If the allowable so
assigned is greater than the well's ability toproduce, the weil shall be
limited to its ability to produce. All wells with allowables so assigned shall
be classified as marginal wells,

RULE 10: 7The calculated deliverability at the "deliverability pressuig’
shzall be determined in accordance with the provisions of Order R-333.C,

Balancing of Froduction:

RULE ll: Underproduction: The hours of 7 o'clock a, m.,, #.8.7T,
February 1, and 7 o'clock a. m., M.5.T., August 1, shall be known as
bzlancing dates and the periods of time bound by these dates shall be known
as gas proration periods, In order to effectively administer the proration-
ing of gas in the South Blanco-Pictured Cliffs Pool, it is advisable tohave
a portion of each proration period include both summer and winter months.




Order Mo, Ke508-0

Therefore, the first proration period shall commence on barchk 1, 1955,

and shall continue for a2 period of eleven ronths until February 1, 1956,
Future sroration periods shall cormmence on the dates set ocut above, The
amount of current gas allowable remuiring unproduced at ike end of each
proration period shall be carried forward to and may be produced during the
next succeeding proration period in addition to the normal gas allowable for
such suceeediayg period; provided, however, that whatever amount thereof is
not sade up within the first succeeding proration period skall 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 and its allowable reduced to the level of the well's ability to produce,

If, =i the end of = proration period a marginal well has produced
wore than the total allowable assigned a non~-marginal unit of corresponding
size aund deiiverabilily, such warginal well shall be reclassified as a non-
rearginal well and its allowable prorated accordingly.

if, during & proration pericd s warginal well is reworked or re-
completed in such a wanner that its productive capacity is increased to an
extent thzi said well should be reclassified as 2 non-marginal well, the re-
classificatior shall be effective on the first day of the proration nonth follow-
ing the date of recompletion,

The Secretary-Lirecior may reclassify a well at any tixve if pro-
duction data or deliverability tests reilect the need for suck reclassification,

HULYE 12:  Gvernroduction: * well which hes produced = greater
amount of ges than was rllowed during o given proration pericd shall have
its allowable for the first succeeding proration period reduced by the amount
of sucih overproduction and such everproduction shall be made up within the
first succeeding proration period, If, at any time, a2 well is overproduced
an arcount equivalent io six times its current :vonthly allowable, said well
st:all be shut-in during the current vuonth,

fhe Commission mway allow overproduction to be nade up at a lesser
rate than would be the case if the well were completely shut-in if, upon public
hearing afier due notice, it is shown that complete shut-in of the well would
result in w.aterial daisage to said well,

Granting of Allowakles:

RULE 13: Mo gas well shall be given an allowable until Form C104
and For: C-110 have been filed, together with & plat showing acreage atbtri-
buted (p szid well and the locations of all wells on the lease,

RULE l4: . llowables to rewly completed gas wells shsll commence

(2} on the daute of connection to a gas transportation
facility, such date to be deterisined frow an affidavit
furnished to the Commission (Box 037, /=ztec, K¥.d)
by the purchaser,
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(b) the latest filing date of Forw C-104,
C-10 or the above described plat, or

{c) = date 45 days prior to the date upon
which the well's initial deliverability and
shut-in pressure test is reported to the
Comcission on Forn: C-122-A in conformance
with the provisions of %-333-C,

whichever date is the later.

Mo well shall be assigned an allowable unless a deliverability test,
or a potential test taken in conformance with the provisions of Crder R-333-C
has been subinitted,

Deliverability tests shall be tzken and calculated in conformance
with Crder 2-333-C, the provisions of Rule 10 of this crder azué the testing
schedule provisions of Urder R-333-C,

A change in 2 wells deliverability due to retest or test after re-
comypletion or workover shall become effecvive the first of the ~.outh follow-
ing receipt aud approval of form C-12<-A for such test., Such tests shall be
takesn in accordaance with Urder £-333-C.

Leliverability tests taken during 1954 shall be used in calculating
allowziles for the proration period commmencing March 1, 1955, Subsequent
annual tests shall be used in calculating allowables for proration periods

Reporting of " roduction:

RULE 15: The monthly gas production from each well shall be
metered separately and the production therefrom shall be reporied to the
Commission on Form C-11%, and such report shall be poestinarked on or
before the Z4th day of the month immediately following the month in which
the zas reported was produced. The operator shall show on such report the
disposition of the gas produced,

Fach purchaser or taker of gas in the South Blanco-Pictured Cliffs
Gas ool shall subinit 2 report to the Commission and such report shall be
sostaiarked on or before the 15th day of the wonth Livmediately followiag
the :onth in which the gas was purchased or taken., Such report shall be
filed on either Fors: C-1ll or Form: {-114, whichever is applicable, and the
wells suall be listed ir approximately the same order as they are found listed
on the proration schedule.

Forms C-111 and C-114 as referred toherein shall be submitted in
triplicate, the original belng sent tothe Commission at Box 271, Santa Fe,
New Mexico, remaining covies will be sent to Eox 697, Aztec, New Mexico
and Box 2045, Hobbs, MNew Mexico, respectively.
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Forms C-115 shall be subwmitted in accordance with Rule 1114 of the
Commission's Rules and Regulations,

‘he full production of gas from each well shall be charged against
the well's allowable regardless of the disposition of the gas; provided, how-
ever, ihat 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
rean any ‘tawer of gas either at the wellhead or at any point on the lease
where connection is wade to facilitate the transportation or utilization of gas.
it shall be the responsibility of said 'taker’ to submit a nomination in accord~
ance with Kules 7 and 8 of this order.

RULE 17: Mo gas, either dry gas or casinghead gas, produced from
the South Blanco-Pictured Cliffs Gas Pool, except that gas used for ‘drilling-
in purposes, shall be flared or vented unless specifically authorized by orde:‘
of the Commigsion after notice and hearing.

The following provisions shall apply to the Aztec Pictered Cliffs Gas
Pool, the Fulcher Kutz-Pictured Cliffs Gas J’ool and the South Blanco-
Pictured (Cliffs Gas FPool.

PROVIDED FURTHER, That in filing Form C-101, " Notice of Intention
to Drill or Recomplete’', or USGS Form: 9-331-a, {whichever is apulicable),
all suerators shall strietly comply with the applicable provisions of Rule 104
(b}. Accompanying the above form shall be a plat of the acreage contained
in the proration unit, together with a complete list of all working interest
owners designating the acreage they hold within the cowmmnunitized area
dedicated to the well,

PROVIDED FURTHER, That failure to comply with the provisions
of tais order or the rules contained berein shall result in the cancellation
of allowable assigned to the affected well, No further allowable shall be
assigned to the affected well until all rules and regulations are complied with,
The Secretary-Director shall notify the cperator of the well and the purchasey
in writing, of the date of allowable cancellation and the reasorn therefor,

FROVIDED FURTHER, That all transporters of gas or users of gas
shall furnish connection notices to the Commission in accordance with the
provisions of Rule 14, as soon as possible after the date of connection.

DOHE at Santa Fe, New ldexico on the day and year hereinabove
designated.

STATE CF NEW MEXICO
CILCONSBERVATION CCOMMISSION

o ¥ doo

JETHN F, SIMMSE, Chairman

¥, B, WACEY, Menlber and Secretary
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Y& TION COMMISEION JPON
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PICTURZD CLIFFS GAS POGL, SAN
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SRDEER OF THE COMMISSION

‘This cause came on for hearing on May 19, 1954, June 24, 1754,
July 14, (584, and August 17, 19585, at Santa Fe, New Mexico, before the
0] Conzervation Sommission, hereinafier referred to as the "Commission®”.

MOV, on this /3" day of Uctober, 1955, the Commission, 2
guorern: heing present, having censidered the records and the testimony adduc
ed and being fully advised in the premises,

FINDS:

{1} Thaat due notice of the time and place of hearing and the
purpcse thereof having been given as required by law, the Commission has
Jurisdiction of thies case and the subject matter thereof.

i2% 'I%z at there is need for the revision of Orders R-556, R-B66-A
R-566-1, and R-5£5-0 and their consolidation into this order, due te the
revisisn of Ow d 2-333.8.

IT IS THIREFGRE GRIUILRED

T hat the iollowing shall be the:

APECIAL RULES AND REGULATIONS
FOR TUE WEST RUTZ-FPICTUREDR CLIFF 3
GAS #O0L

Well Spacing and Acreage Requirements for Drilling Tracis:

RJLE 1: Any well drilled a distance of one mile or wore from the
outer boundary of the West Kutz-Pictured Cliffs Gas Pool shall be classified
as a wildcat well. Any well drilled leszs than one mile from the outer boundary
pool 8hall be spaced, drilled, operated and prorated in accordance with
the regulations in effect in the West Kutz-Pictured Cliffs Gas Pool.

i
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PULE 2: Each well drilled or recompleted within the West Kutz-
Pictured Cliifs Gas Fool shall be located on a tract consisting of not less than
a quarter section of approximately 160 surface contiguous acres substantial’ -
in the form. of a square which shall be a legal subdivision {quarter section) of
the U. 5. Public Land Burveys.

RULE 3: Any well drilled within the defined limits of the West Kugz-
Pictured Cliffis Gas FPool shall be located on a designated drilling tract consist
ing of not less than a quarter section which is a legal subdivision of the U. 8.
Public Lands Survey, such quarter section to contain approximately 160 con-
tiguocus nores and to be substantially in the form of a square. Such well shall
be located at least 990 feet from the outer boundary of said quarter section,
provided, however, that a tolerance of 200 feet is permissible.

RULE 4: The Secretary-Director of the Comrission shall have
authority to grant exception to the requirementa of Rules 2 and 3 where
appiication has been filed in due form and such exception is required because
of conditions resuiting from previously drilled wells in the area or, in the
case of Rule 3, the necessily for exception is based upon topographic conditions.

Applicants shall furnish all operators of leases offsetiing the leasq
containing subject well a copy of the application to the Cornumiszion, and
applicant shall include with his application a list of names and addresses of
all such operators, together with a written statement 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 excep-
tion, and shall approve such exception only in the absence of objection of
any ofiset cperators. In the event an operator objects to the exception, the
Comurission shall consider the matter only after proper notice and hearing.

KRULE 5: The provision of Btatewide Rule 104, Paragraph (k},
shall not apply to the West Kutz-Pictured Cliffs Gas Pool.

CGas Proration and Allocation:

RULE 6: {A) The acreage allocated to a gas well for proraticn
purposes shall be known as the gas proration unit for that well., For the
purpose of gas allocation in the West Kutz-Pictured Cliffs Gas Pool, a
standard proration unit shall coneist of approximately 160 surface contiguous
acres substantially in the form: of a square which shall be a legal subdivision
{quarter-section) of the U. 5. Public Land Survey; provided, however, that
a non-standard gas proration unit may be formed after notice and hearing by
the Comrrission or under the provisions of Paragraph (B) of this Rule.

The allowable production from any non-standard gas proratioa unit
as compared with the allowable production therefrom: if such tract were a
staniard uait shall be in the ratio which the area of the non-standard proration
unit bears to a standard proration unit of 160 acres. Any gas proration unit
containing between 158 and 162 acres shall be considered to contain 160 acres
for ti:e purpose of computing allowables,

to grant an exception to Rule 6 (A) without notice and hearing where applicatio
has Leen filed in due form and where the following facts exist and the followi
provisions are complied with:

(i3} The Secretary-Director of the Commission shall have autho:igr
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*

}. The proposed non-standard proration unit consists of less
thap 158 acres.

2. The unorthodox size or shape of the tract is due to a variation
in legal subdivision of the U. S. Public Land Surveys.

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

4. The acreage assigned the non-standard unit is contiguous with
the acreage containing said well.

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

&. The length or width of the non-standard gas proration unit does
not exceed 24640 feet.

7. The operator making application for such exception to Rule 6
(A) includes with such application:

{a) Waivers from (1) all operators owning interests in the
quarier sections 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
units; and {2) all operators owning interests in acreage offsetting the non-
standard proration unit; or

{(b) A list of names and mailing addresses of all operators
outlined in paragraph (a) above, together with proof of the fact that said oper-
ators were notified by registered mail of the intent of the applicant to form
such non-standard gas proration unit., The Secretary-Director of the Com-
mission may approve such application if, after a period of 20 days following
the mailing of said notice, no operator as outlined in paragraph (a) (1) above
has entered an objection to the formation of such non-standard gas proration
unit.

RULE 7: At least 30 days prior to the beginning of each gas
prozation period, the Commission shall hold a hearing after due noiice has
been given. The Commission shall cause to be submitted by each gas pur-
chaser “"Preliminary Nominations" of that quantity of gas which each purchaser
in good faith actually desires to purchase within the ensuing proration period,
by months, from the West Kutz-Pictured Cliffs Gas Pool. The Commission
sball consider the "Preliminary Nominations' of purchasers, actual productiop
and such other factors as may be deemed applicable in determining the amount
of gas that may be produced without waste from said pool within the ensuing
proration period. "Preliminary Nominations' shall be submitted on Form
C-121-A as prescribed by the Commission.

RULE &: In the event » gas purchaser's market siall have increas-
ed or decreased, purchaser may file with the Commission pricr 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 prora-
tion month from the West Kutz-Pictured Cliffs Gas Pool. The Commission
shall hold a public hearing between the 13th and 20th days of each month to
deteriine the reasonable market demand for gas from said pool for the
ensuing proration month, and shall issue a2 proration gschedule setlting out the
amount of gas which each well may produce during the ensuing proration month.
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“Supplemental Nominations” shall ke submitted on Form C-121-A as
preccrised by the Commisgion,

Included in the monthly proration schedule shall be {&¢} @ summary
of the total sool allocation for that mnonth showing nominations, and adjust-
menis made for underage or overage applied from a previous month, (b} a
tabulation of the net allowable and nproduction for the second preceding month
together with a cumulative overage or underage computation, {c} = tabulation
of the current and net a2llowables for the preceding month, {d} a tabulation of
current mm:it:xly allowatble for the ensuing proration montk, and {e} a tabulatimtl
of the acresge and deliverabilities ansigned each well, and the factors agsigne
eachk well for use in calculating individual well allowables.  The Commission
shall inclede in the proration schedule the gas wells in the West ¥ :tz-Pictured
Cliffs Tool delivering to a gas transportation facility, or iease gathering
systern, and shall include in the proration schedule of said poel any well which
the CUornirission finds is being unreasonably discriminated against through
denial of coess to a gas transportation facility whick is reasonably capable
of harndling the type of gas produced by such well., The total allowable io be
allocaied to said poel each month shall be equal to the sum of the prelircinary
splermcental nominations, whichever is applicable, together with any
went which the Commission deems advisable.

adjust

If, daring a proration month, the acreage assigned 2 well is
increasad, fm operator shall notify the Secretary-Director in writing of such
increase. The increased allowable acsigned the gas proration unit for the well

hall become effectiva on the first day of the month following receiosi of the
notification by the Director. All comwmunications shall be mailed to the
Directior, at Box 871, Santa Fe, New bexico.,

RULE j: The monthly gas allocation to the West Nutz-Fictured
Cliffs Dol shall be divided and allocated among the wells connected te o gas
transportation facility in the following manner;

The product obiained by multiplying each well’s acreage factor by
the cxlecloted deliverability (exprezsed as MCF per day) for that well shall
be known the "AD factor for that well. The acreage factor shall be deter-
mined t ¢ nearest hundredth of a unit by dividing the acreage withia the
preratmn unit by 168, The "ADY factor shzall be computed to the nearest whole
unit, ~

A tentative allocation shall be made by dividing seventy-five
f';-} of the pool allocation among the wells in the proportion that
BADY factor bears to the sum of the "ADY factors of all wells in

§€¥EP
each
the _“ f.a%.

The remaining twenty -iive percent (25%) of the pool allocation
shall be divided among wells in the proportion that each well's acreage factor
bearz& %:e, the sum of the acreage faciors of all wells in the pocl.

VWhen the tentative allowable received by a well is in excess of
its known producing ability, the well shall be classed as = marginal well and
its allowable limited to its known producing ability. The sum of the dszerencéf
between the tentative allowables and the limited allowabies of all marginal
wells on the prorvatisn schedule shall be reallocated to the non-marginal wells
by iication of the same formuala. If such reallocation shall result in placing
any at ey welil within the marginal classification, the difference Letween the
tentative ailowable and the limited aliowable of such merginal well shall he
redistriln iu.i by application of the same formula until no well has received
an zllowable in excess »f its known producing ability.
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RULE 10: The calculated deliverability at the "deliverability
pressure” shall be determined in accordance with the provisions of Order
R-333-C.

Balancing of Production:

RULE 1!l: Underproduction: The hours of 7 o'clock a.m., M.S5.TL,
February 1, and 7 o'clocka.m., M.5.7T., August 1, shall be known as
balancing 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 West Kutz-Pictured Cliffs Pool, it is advisable to have a portion of
each proration period inciude both summer and winter monthe. Therefore,
the first proration period shall commence on March 1, 1955, and shall coatinge
for a period of eleven months until ¥February 1, 1956, Future proration periogs
shall comimence on the dates set out above. The amount of current gas allow-
able remaining unproduced at the end of each proration period shall Le zarried
forward to and may be produced during the next succeeding proration period
in addition to the normal gas allowable for such succeeding period: provided,
howegver, that whatever amount thereof is not rmmade up within the first succeed
ing proration period shall be cancelled.

If it appears that such continued underproduction has resulted
froc inability of the well to produce ite allowable, it may be classified as
a2 marginal well and its allowable reduced to the level of the well's ability to
produce.

If, at the end of a proration period &2 marginal well has produced
mozre than the total allowable assigned a3 non-marginal unit of corresponding
size and deliverability, such marginal well shall be reclassified as a non-
marginal well and its allowable prorated accordingly.

Ii, during a proration period a marginal well is reworked ox
recompleted in such a manner that its productive capacity is increased to
an exient that said well should be reclassified as a non-marginal well, the
reclassification ahall 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
production data or deliverability tests reflect the need for such reclassification.

BULE 12: Gverproduction: 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 amcunt equivalent to six times its current monthly allcwable, zaid well
shall be shut-in during the current moath.

The Commission may allow overproduction tc be made up at
a lezser 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 saut-in of the
well would result in material damage to said well.

Gr&nting of Allowables:

RULE 13: No gas well ghall be given an allowzble until Form
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C-104 and Form C-110 have been filed, together with a plat showing acreage
attributed to zaid well and the locations of all wells on the lease.

RULE ]14: Allowables to newly completed gae wells shall
commence (a) on the date of connection to a gas transportation facility, such
date to be determined from an affidavit furnished to the Commission (Box
697, Auztec, New Mexico) by the purchaser, (b) the latest filing date of Form
C-104, Form C-110 or the above described plat, or {(c) 2 date 45 days prior
to the date upon which the well's initial deliverability and shut-in pressure
test iz reporied to the Commission on Form C-122-A in conformance with
the provisions of R-333-C, whichever date is the later.

Wo well shall be asgigned an allowable unless a deliverability
test, or a potential test taken in conformance with the provisions of Order
R-323-C has been submitted.

Deliverability tests shall be taken and calculated in conformance
with Order R-333-C, the provisions of Rule 10 of this order and the testing
schedule provisions of Order R-333-C.

A change in a wella deliverability due to retest or test after
recompletion or workover shall becomne effective the first of the month
following receipt and approval of Form C-122-A for such test. Such tests
shall be taken in accordance with Order R-333-C.

Deliverability tests taken during 1954 shall be used in calculating
allowables 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 vear.

Reporting of Production:

RULE 15: The monthly gas production from each well shall be
meteresd separately and the production therefrom shall! be reported to the
Commission on Form C-115, such form shall be postmarked on or before
the 24th day of the month immediately following the month in which the gas
reported was produced. The operator shall show on such report the disposition
of the gas produced.

Yach purchaser or taker of gas in the West Kutz-Pictured Cliffs
Gas Fool shall submit a report to the Commission, and suchk report shall be
postmarked on or before the 15th day of the month immediately following the
month in which the gas was purchased or taken. Suchk report shall be filed
on either Form C-111 or Form C-114, whichever is applicable, and the
wells shall be listed in approximately the same order as they are found
listed on the proration schedule,

Forms C-111 and C-114 as referred to herein shall be submitted
in tripiicate, the original being sent to the Commission at Box §71, Santa Fe,
New MMexico, remaining copies will be sent to Box 697, Aztec, New Mexico,
ané Box 2045, Hobbs, New Mexico, respectively.

Forms T-115 shall be submitted in accordance with Rule 1114
of the Jommission's Rules and Regulations,
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The ivll 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 e 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 tramsportation or utilization of gas.
It shall be the respounsibility of said "taker' to submit a nomination in accord-
ance with Rules 7 and 8 of this order.

RULE 17: No gas, either dry gas or casinghead gas, produced
from the West Kutz-Pictured Cliffs Gas Pool, except that gas used for
"drilling-in'" purposes, shall be flared or vented unless gpecifically guthorize
by order of the Commission after notice and hearing.

[ %7

PROVIDED FURTHER, That in filing Form C-101, "Notice of
Intention to Drill", or USGS Form $-331-a, {whichever is applicable), all
operators shall strictly comply with the applicable provisions of Rule 104
{(b). Accompanying the above form shall be a plat of the acreage contained
in the proration unit, together with 2 complete list of all working interest
owners <designating the acreage they hold within the communitized area
dedicated to the weli.

FROVIDED FURTHER, That fallure to comply with the pravisicnr
of tais order or the rules contained herein shall result in the cancellation of
allewable assigned to the affected well. Nc further allowable shall be assignefl
to the affected well until all rules and regulations are complied with. The
Secretary-Director shall notify the operator of the well and the purchaser, in
writing, of the date of allowable cancellation and the reason thereior.

PROVIODED FURTHER, That all transporters of gas or users of
gas shall file with the Commission connection notices in accordance with the
provisions of Rule 14, as soon as possible after the date of connection.

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

STATE OF NEW MEXICO
UILGUNSERVATION COMMISSION

. F Ao

JOHN ¥. SIMMS, Chairman

¥, B, MACEY, Me}:ﬁuer and Secretary




