BEFORE THE OGIL CONSERVATION COMMISSION
OF THE STATE COF KEVW KEXICO

IN THE MATTER OF THE HIARING
CALLED BY THE OIL CONBERVATICH
COMMISBION OF NEW MEXICO FOR
THE PURPGSE OF CONSIDERING:

CASE NG, 1854
Srder ¥o. B-846

THE, APPLICATIONR GF THE OIL
CONCERVATION COMMISSION UpoN

ITS OWN MOTION FOR AN ORDER
PROMULGATING RULES AND

REGULATIONS AFFECTING AND
CONCERNING THE BALLARD-PICTURED
CLIFFS GAS POOL IN SAN JUAN

COUNTY, NEW MEXICO: MATTERS TC

BE CONSIDERED IN THE ABOVE STYLED
CAUSE BEING GAS POOL DELINEATION
AND DEFINITION, GAS PRORATION,

GAS WELL SPACING, GAS WELL
ALLOCWABLES, GAS PRORATION UNITE

AND RELATED MATTERS INCLUDING THE i
POSSIRLE COMBINATION OF THE BALUARD~ |
PICTURED CLIFFS GAS POOL WITH OTHER i
GAS POOLE PRODUCING FROM THE PICTURED
CLIFFS FORMATION.

ORDER OF THE COMMISSION

BY TEE COMMISEION:

|
i
|
|
|
i

This cause came on ior hearing at © o'clock a.m. o %
April 18, 1956, May 17, 1856 and June 12, 1856 at Banta Fe, Kew |
Mezico, bafore the 0il Conservation Cammlssica, hereivaiter ?pf@“‘du
to as the "Commission® i

NOW, on thig . dany of July 18586, the Commission, a
quorun being present, having considered the te&tlmoay presented and
the exhibite recoelived at sald hearding and being fully adviged in
the prewises, !

FIRDG:

{1} That due public notice baving been given as required
by law, the Commission has jurisdiction of this cause and the
subisct matter thereof.

{z} That by Crder R-377 and subsequent orders, the

Commission created, defined, and extended the Ballard-Pictured Clifis

Ges Pool for the production of gas from the Pictured Cliffs forma-
tion.

{3) That the producing capacity of the gas wells in the
Ballard-Pictured Clifis Gas Yool im greater than the market domand
for gas from said pool and that, for the purpose of preventing
wazte and protecting corvrelative righte, appropriaste rules and
procedures Bhould be adopted to preovide & moethod of allocating guo
smong proration units ia the Ballard-Pictured Ciifis Gas Pool.
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{4) That the svidence adduced at the hearing indicates
thut certain extensions should be made te the boundaries of said
Ballard-Pictured Cliffs Gas Pool, and further, that part of the
acreage included in said extensions iles within the horilzoantal
limits of the Fulcher Kutz-Pictured Cliff= Gas Pool, as defined
by the Commiscion,

{5) That the vertical limits of the Ballasrd-Pictured
Clifis Gas Pool and the Fulcher Kutz-Pictured Cliffs Gas Pool are
the same, being the Pictured Cliiffs formation, and that to exteand
the Ballard-Pictured Cliffs Gas Pool in accordance with the

evidence adduced at the hearing will require the deletion of certain

acreage from the borizontal limits of the Fulcher Xutm Gas Pool,
and that seid deletion should be made.

IT IS THEREFORE ORDERED:

(1) That the horizontal limits of the Ballard-Pictuvrsd
Ciiffs Gas Pool be and the mawme bhereby are defined am that aresn
described in Exhibit "A" attached hereto and made & part hereof.

{2) That the horizontal limits 0f the Fulcher Kuis-
Pictured Cliffs Gas Pool be and the same hersby are contracted
by deletion of that arez described in Exbibit "B" attached heveto
and nade a part hereof,

{3) That special pool rules applicable to the Bailard-
Pictured Cliffs Ges Pool be and the swme bereby are promulgated,
as follows:

SPECIAL RULEE AND REGULATIORS
FOR THE BALLARD-PICTURED CLIFFS GAS POOL

¥Well Spacing and Acreage Requirements for Driliing Tracts:

RULE 1: Any well drilled a distance of one mile or more
from the outer boundary of the Ballard-Pictured Cliffs Gas Pool
rud not within the boundaries of another designated pool ghall be
classified as a wildcaet well. Any well drilied less than ome mile
from the outer boundary of said Ballard-Pictured Cliffs Gas Pool
and not nearer to ox within the boundaries vf mnother designated
pool, shall be spaced, drilled, operated, and prorated in accordancd
with the regulations in effect in the Ballard-Pictured Cliife Gas
Pool.

RULE 2: Xach well drilled or recompleted within the
Baliard-Pictured Cliffs Gas Pooli shall be located on a tract
congisting of not less than a quarter section of approximately
160 surface contiguous ascres substantially ir the form of a sgurve
which shall be & legal subdivision {quarter section) of the U. &.
Public Leand Burveys.

RBULE 3: Any well drilled within the defined liaiis of
the Ballard-Pictured Cliffs Gas Pool shall by located on a desiguati
drilling tract consisting of not less than & quarter ssction which
ies a legal subdivision of the U. 8. Public Land Burveys, such
guarter section to contuin approximately 160 contiguocus acros 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 guarior
goution, provided, however, that & tolerance of 200 feet is
permissible.

AT

B
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RULE 4: The Scoretary-Rirector ¢f the Commission shall
have authority to grant ciception to the requirements of Rules 2
end 3 where application has been filed ln due form anmd such
exception is required because of conditions resulting from grevi@usi
drilied wells in the arez or, in the case of Rule 3, the nocessity
for exception is based upon topographic conditioas.

Applicants shaell furnish all operators of leascs
offsetting the lease containing subject well a copy of the appli-
cation to the Commission, and applicant shall include with hig
application a list of names and addresses of all such operators,
together with a written statement that all such operators bave
been properly notiflied by registered mail. The Secretary-Director
of the Commission shall wait at least 20 days before approviag any
guch exception and shall approve such exception only in the absecnce
of cbjection of any coffset operators. In the event an operstoxr
objects to the excepiion, the Commission shall consider the matior
only after proper notice and hearing.

RULE 8: Tbe provision oi Statewide Rule 104, paragrapi
{k), sheil not apply to the Beliard-fictured Ciliffs Gos Pool.

Gas Proration and Alleocetion:

RULE 6: (A} The acreage alioccsted to & gas well fov
proration purposes shall be kpown as the ges proration uunii fox
that well. For the purpose of gas allocatlon in the Ballard-
Pictured Cliffs Gas Pool, a standard proration unit shall consist
of approximately 160 surince contigucus fcres substantiaily iz the

form of a square which shall be = legal subdivision {quarter-scoctioh)

of the U. 8. Publiec Land Surveys; provided, bowever, that a uca-
standerd provation unit may be formed after potice and bearing by

the Commission or under the provision of parsgraph (B) of this wxuiel

Tie allowable production from any non-
standard gas proration unit as compared with the allowable pro-
duction therefrom if such tract were a standard unit shell be in
the rotio which the area of the non-standayd proration unit bsors

t0 a standard proration unit of 160 acres, subject to the provisionp

of Rule 2 of this order. Any gas proration unit containing betwoen
158 and 162 acres shall be congidered to contain 180 acres fox tha
purpose of computing sllowables.

{B) ‘The Secrectary of the Commimsion sheli have
autbhority to grant an exception to Rule 6 (4) without notice and
hearing where application has been filed in due form and where
the following facts exist and the following provisions are complicd
with:

i. The proposed non-standard
provation unlt consists of iess
than 160 acres oy wvhere the
usorthodox size oy shape of the
trect is due to a variation in
legal subdivision of the U. 8.
Public Land Surveys.

L
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2. The nop-standard gas proration
unit consigte of contiguous gquarter-
guarter sections aand/or lots.

3. The nop-standard gas proration
unit lies wholliy within a single
governmental section.

4. The entire non-standard gas
proyvation unit may reascasbly be
presunsad to be productive of gas.

. Tae applicant presents written
congent in the form of walvers from:

{a) All operators owning
interests in the section in
which any part of the non-
standerd gas proretion unit
is pituated and which zcreage
iz pot inclwded in said non-
standard gas proration unit.

{9} All operators owning
intevrests in acveage offsetting
the non-siandard unit.

6. in liew of paragraph o of this rule,
the applicant may furnish proof of the
fact that said offset operators were
notifiled by registered mail of his intent
to form such non-gtandard gas proration
unit. The Secretary of the Commission may
approve the application if, after a poriod
of 30 days following the mailing of said
notice, no operator hes made objection to
formation of such nmon-standard gas pro-
raticn unit.

; RULE 7: At legst 30 days prior to the begioning of sach
gas proration pericd, the Commission shall hold a hearing after
due notice has been given. The Commigsion shall cause to bs
submitted by each gas purchaser "Preliminzry Nominations® of that
quantity of gas which sach purchaser in good faith actually desires
to purchese within the ensuing proration period; by months, from
the Ballard-Pictured Clifie Gas Pool. The Commission shall conside:
the "Preliminary Nominstions~ of purchasers, actual production, auad
such other facltors as may be deemed appiicable in determiming tho
amount of gas that may be produced without waste from said pool
within the ensuing proration period. "Prelininary Nomipations”™
ahall be submitted on Form C~i21-~A4 as prescribed by the Commission.

RULE 8: 1In the evont & gas purchaser’'s market shall have
increassod or decreased, purchaser may f£ile with the Commissioan
prior to the 10th day of the month & "Bupplemental Homination™
showing the amount of gas the purchaser actually in good faith
desirec to purchase during the ensuing proration month from the
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Ballard-Pictured Cliffs Gas Pool., The Commission shall hold &
public hearing between the 13th amd 20th days of each month to
deternine the reasonable market demand for gas from sald pocl
for the ensuing proraticon month, and shall issue a proration
schedule setting out the amount of gas which ¢ach well may
produce during the ensuing prorxation month. "Buppiemental
Noninations™ shall be submitted on Form C~121-4 as prescribed by
the Commimsion.

Included in the monthly proration schedule shall
be (&) & summary of the total pool allocation for that month
showing nominations, and adjustments made for underage or overage
applied from a previous month, (b) a tabulation of the net ailow-
sble and production for the second preceding month together with
a cumulative overage or underage computatien, (c¢) a tabulation of
the current and net ailowables for the preceding month, {d) a
tabulation of current monthly allowable for the ensuing proration
month, and (e) a tabulation of the acreage and deliverabllities
asgigned oach well, and the factors assigned each well for use in
calculating individual well allowables. The Commission shall
include in the proration mchedule the ges wells in the Ballard-
Pictured Cliffs Gas Pool delivering to a gas transportation faciliit
or leame gathering system, and shall iaciude in the proration
schedule of said pool any well which the Commission finds 1z beling
unreasounably discriminated agarinst through denial of access to o
gas transportation facility which is reasongbly capable of haasdling
the type of gas produced by such well. The total allowable to be
allocated to said pool each wmonth shall be egual to the sunm of the
preliminary or supplemental nominations, whichever is applicable,
together with any sadjustment which the Commission desms advisable.

i1f, during a proration month, the acreage assigned
a2 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 eifective
on the first day of the month following receipt of the notiflication
by the Director. All communicetions shall be mailed to the Directo
at Box 871, Santa ¥Fe, New Mexico.

RULE 9: The monthly gas alliocstion to the Ballard-Pictured
Cliffs Gas Pool shall be divided and allocated among the wells
connected to & gas transportation facllity in the following mauner:

The product obtained by multiplying each well's
acreage factor by the calculated deliverability (expressed as UMCF
per day) for that wsll shall be known as the “AD” factor for that
well. The acreage fuctor shall be determined to the nearest
hundredth of a unit by dividing the acreage within the proration
unit by 180. The "AD" factor shall be computed to the nearest
whole unit,

A tentative ailocation shall be made by dividing
seveniy-five percent (75%) of the pool allocation among the wells
in the proportion that sach weil's "AD” factor bears to the sum
of the "AD" factors of &ll wells in the pool.
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The remaining twenty-~five percent (25%) of the
pocl allocation shall be divided among wells in the proportion
that each well's acreage factor bears to the sum of the acreage
factors of all wells in the pool.

When the tentative allowable received by a well is
in excess of its known producing ability, the well shall be
classed as & marginal well and its allowable limited to ite known
producing ability. The sum of the difference between the tentative
allowables and the limited allowables of all marginal wells on the
proration schedule shall be resliocated to the non-marginal wells
by application of the same formula. If such reallocation shall
result in placing any octher well within the marginal classification
the difference between the tentative allowable and the limited
allowable of such marginal well sball be redistributed by appli-
cation of the same formula until no well has received an allowable
in excess of ita known producing ability,

Any well having a calculated allowable less than
that of the largest allowable assigned a marginal wsll shall be
assigned an allowable equal to the largest marginal allowable;
provided that the allowable so agsigned 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 shall be
iimited to its ability to produce. All wells with allowables so
assigned shall be classified as marginal wells.

RULE 10: The calculated deliverability at the "deliverability
pressure” shall be determined in accordance with the provisions
of Crder R-333-C & D.

Balancing of Production:

RULE 11: Endergroduction The hours of 7 o'cleck a&.m.,
M. 8. ?fj"?55¥h&ry 1, and 7 o'clock a.m., M. 8. T., August 1,
shall be known as halancing dates and the periods of time bound
by these dates shall be known as gas proration periods. In oxder
to effectively mdminister the prorationing of gas in the Ballaxd-
Pictured Cliffs Pool, it is advisable to have a portion of each
proration period include both summer and winter wonths. There-
fore, the first proration period shall commence con October 1,
1956, and shall continue for & period of 10 months until August
1, 195? Future proration periods shall commence on the dates set
out above. The amount of current gas allowable remsaining un-
produced a2t the end of each proration pericd shall be carried
forward to and may bs produced during the next succeeding proration
period in addition to the normal gas allowable for such succeeding
veriod; provided, however, that whatever amount thereof is not
made up within the first succeeding proration period shall be
cancelled.

If it appears that such continued underproduction
has resulted from inability of the well to preoduce ite allowable,
it may be classified as a marginal well and its allowable reduced
to the level of the well's ability to produce.
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If at the end ui 2 proration pericd a marginel well
has produced more than the total aliowable assigned a non-marginal
unit of corresponding size and deliverablility, such marginal well
shall be reclasgified as & nop-marginal well and its allowable
prorated accordingly.

I1f during & provation periocd a marginal well is
reworked or recompleted in such manner that its productive capacity
iz increased to an extent that said well shouwld be reclassifled as
& nen-mparginal well, ithe reclassification shall be effective on the
first day of the proration month following the date of recompletion.

The Secretary-Direcior may reclassify a well at any

time 11 production data or deliverability tests reflect the necd
for guch reclasgification.

RULE 12 oOverproduction: 4 weill which bhas produced o
greater amount ox gas than was allowed during a given proration
pericd shall have its aliowable for the first succeeding proration
veriod reduced by the amount of such overproduction and such over-
production shall be made up within the first succeediag proration
pericd. I at any time o well ip overprotuced an amount egquivalent
to cix times its current monthily alliowable, sald well shall be
shut-in during the current moanth.

The Commisslion may silow overproduction to be made
up at o lesser rate than would be the case 1Y the well were conplete
shut-in 1f, upon public hearing after due notice, it is shown that
compiote shut-in of the well would result in nmaterial domage to
soid well.

Cranting of Allowsbles:

RULE 13: Bo gas well sball be givon an allowable uatii
Foxe C-104 and Form C-110 have becn filed, together with o plat
(C~128) chowing acreage atitributed to said well and the locatiocns
of all wells on the lesasc,

RULE 14: Aliowables to newly completed gas well shail
CORMSNGa

{(a) og the date of counsciion o 2 gas
trangportation facility, such date to

be determined from an aifidavit furnisheu
to the Commission {(Box 69%, Azntec, New
Hezico) by the puvchsser, or

{(b) the latesmt Filing date of Yorm
Cwifd, C-119 and C-138, or

(¢} & date 48 days pricr to the date
upon which the well's initial deliver-
ability and sbuli-in pressure test ig
reportaed to the Commiesion on Form
C-122-4 in conformence with the
proviglions of 2-333-C & D,

whichever date is the iater.

Ly
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¥o well shali be sssigned an allowable unless
a deliverability test, or a potential test taken in conformance
with the provisions ef (rder 3-333-C & D hos bsen submittod.
| Deliverability tesis sbali be taken and calculsated
in conformance wilth Order R-3d33-C & U, the provisions of Rule 10
of this oxder, and the testing schedule provision of Order §-333-C
& .

A chaages in & well's deliverability due to retest
or test aiter recompletion or workover shall become effsctive:

{2) On the date of reconnsction
aiter workover, suck date to be
detormined from Porm C-104 am
filed by thoe operator, or

(b) A datc 45 days prior to the
date upon which a well's initial
deliverability and shut-in pressure
test is reported to the Commission
on Form C-128-A in copformance with
the provisions of H-333-C & D, or

{c) A date 46 days prior to the
recelpt and approval ci Form C-104
by the Commission’s office (Box

6597, Artec, Hew Mexico); (Form
C-104 shall speciify the exact asture
i the workover or remedial work; if
the nature oi the work cannot be
explained on Form (-104, in that
avens, ¥orm C-103 shall also be filea
in accovdancs with 2ule 1108 of the
Commissicn’'s Ctatewide Rules and
hegulations .,

Form C-128 {(Gas ¥Well ¥lat) shall
b submitied by the opersaitor at
auy time there is & change in the
acreage doedlcated to sald well);

whichover date is iater.

The anpual 18566 dellverabiiity tests, oy imitial
delivexability tests vhere appiicable, sbhall be used in calculating
aliowables for the proration period comumencing Cctober 1, 19566.
Subseguent annual tests shall be used in calculating aliowables
for proration periods commencing during the next ensuling yeur.

Reporting of Production:

HULE 1%: The monthily ges prouuction Irom each well dn the
DBallard-Plctured Cliffs Gas Pool shall bo netered separately and
the production shall be reported to the Commisgion on Form (C-ilH,
and such report 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.
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Each purchager vy taker of gas in the Ballard-
Pictured Cliffs Gas Pool shall submit & report to the Commlsblua,
and such repori shall be postmarked on or bsfore the 15th day
of the month immediately following the mouth iv which the pgas
was purchased oy taken. Such report shall be filed on eitlbsr
Forn C-~111 or Form C-~11i4, whichever is applicable, and the vwells
shall be listed in approximately the szuwe orvder as they ave found
listed in the proratiocn schedule.

Forms C~111 and C-114 us referved to horein chall
ko submitted in tripiicate, the or1g$aa1 being sent to the (om--
nission at Box 871, Santa Fs, Hew Mexl<o; remaining copies will be
sent to Box 687, Astec, Hew Meuico and BDox 2045, Hobbs, Hew Moexico,
respectively.

) Forms C-115 shall be submitted in accopdaaco
with Rule 1114 of the Commissicon’s Rudes and Regulations.

The full prouction of gas from each weil,
includiag driliing gas, shall be chargead against the woeli's ailow-
able rogavdlese of the disposition of the ges; provided, however,
that gas used on the lsass and in malintaining the producing ability
of the well shall not bhe charged against ithe ailowabls, but wiil
be reported on Foram (-115.

RULE 16: The texm "gas purchaser’” as used in these rules
shall moan any - taker’” of gas either at the wellhead or st any
point on the lease whers coannecticn is made to facilitate the
trancportation or utilization of gas. It shall be the respousibi llty
of said “taker'' to submit a pominastion in accordance with Hules 7 |
and & of this oxder. |

RULE 17: No gas, eliber dry gas or casinghead gas, ;
produced from the Ballsrd-Pictured Cliffs Gas Pool, except that |
gas uged for "drilliing-in" purposes, shall be flared or vented ;
unless specifically auvthorized by order of the Commiggion alter i
notice and hearing. i

PROVIDED TFURTHELR That in filing Yorm O-i01, "Notice of :
intontion to Drill’ or USGE Form 9-33i-a, (whichever is applicable))
all operators shall strictly comply with the applicable provisions |
of Rule 104 (b). Accompanyilng the sbove foxm shall be a piat !
(Form ©~128) 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 communitized area dedicated to the weil.
|

PROVIDED FURTHEHR, That failure to comply with the pro-
vigions of this order or the rules contained herein shall result
in the cancellation of slicwable assigned to the affecited well. ‘
No further allowablie shall be assigued to the affected weil until |
&1l rules and regulatiocns are compiied with. The Hecroztary-
Director shall notify tho operator of the well and the purchasey,
in writing, of the date of mlilowsble canceliation apd the reasou
therefor.
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FPROVIDED FURTEER,

That all transporters of gas ov

users of gas shali file with the Commission a 1ist of all wells
within each pool comaected to their gas transportation facility
ag of Beptember 1, 1956, and shall furnish connsction notices
thereafter, in accordance with the provisions of Rule 14, as
soon as possible after the daie of connection.

The list zrequired sbove shuall

contain the name of the

operator, lease name, woll number, uait, and location of the vwvell

{Section, Township and Hange) .
tho date of comnection in addition to

EXHIBIT “A"

HORIZONTAL LIMITE OF THE

Connection notices shall indicate

ths zbove~-listed detsn.

BALLARD-PICTURED CLIFFS GAZ POCL:

TOWNSHIP 20 NORTH, RANGE

5 WEST, NMDY

ALl
N/2
N/&

Sections Z and 3;
and 5&/4 Section 4;
Section &,

R/2 and 8E/4 Section 10;
All Sections 11 anu 13,
N/2 Sectioa 13;

N/2 and HE/4 Section 14

TOWNSHIP %5 NORTH, RANGE

/4 Tection 5,

All Sections 6 and 7,
8/2 Section 18;

&/% Bectlon i6;

Al) Bections 17, 18, 19,
All Bections 26, 27, 28,
All Bectioans 3%, 33, 34,

TOWNSHIP 26 NORTH, RANGE

$ WEST, NMrMd

Lol FL5 ampd ¥ .
u'f?d. [ ::‘4;55 3 al}’ai ;.‘..,3 P

30 and 31,

'
L2

20,
28,
and

0 WEST, WMPH
3

All Bectionz i, 2, & and <;
RE/4 Hecticn 5
All Sections 9, 10, 11, 12, 13, 14, 1& and 16,

NE/4 Section 21;
N/2 Section 28, 7
All Bections 23 andg 24,

TOWNSHIP 27 NORTE, ZANGE

8W/4 Soction 20,
All Section 37,

BE/4 faction 28,

E’} %ESTL "Jzﬁ ?’g

All Seectlon 33, 34 and 35,

W/%z Section 38
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EXKIBIT "BY

DELETION OF A PORTION OF THE HORIZONTAL LIKITE OF THE FULCHYERE
KUTZ-RPICTURED CLIFFE GAE POCL

=

TOWNSHIP 27 NORTH, RANGR 9 WEST, IMPH
£/2 and NO/Z of Bection 29 '
BE/4 of Section 28

DONE at Santa Yo, New Hexico on the day and year herelsn~
above designated.

STATE OF NEW MBXICO
GLL CONTEBVATION COMMIESION

q—w

A, L., PORTER, Jr., r & Becveiany

ir/




