NEW MEXICO
OIL CONSERVATION COMMISSION
P. O. Box 871
Santa Fe, New Mexico

Date May 21, 1958

George L. Verity
211 E. Broadway
Farmington, New Mexico

Gentlemen:

Your application £44/ on behalf of A, A. Greer, et al., for exceptions to
the allowable for wells in the Pictured Cliffs formation

dated April 30, 1958 has been received, and has been tentatively
scheduled for hearing before an examiner on
May 28, 1958

A copy of the docket will be forwarded to you as soon as the matter is
advertised.

Very truly yours,

(Lt

A. L. PORTER, Jr.,
Secretary-Director

ga



GEO. L. VERITY
ATTORNEY AT AW

DNBvﬂADIB PLAZA o Famington, New MBXico 211 EAST BROADWAY
TELEPHONE 3-4833 TELEPHONE DAVIS 5-2265
BANTA FE, NEW MEXICO May 20, 1958 FARMINGTON, NEW MEXICO

0il Conservation Commission
Capitol Office Building
Santa Fe, New Mexico

Gentlemen:

Under date of April 30, 1958, I forwarded
you an application for an order calling for ex-
ceptions to the allowable for wells in the
Pictured Cliffs formation, which application was
filed in behalf of A. A. Greer, et al.

I have not received any notification of
setting of this case. Will you please advise me

if it has been set and when.
Yours truly
é ‘é:. éeri%y;

GLV:ecr

via air mail
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" BE CASE 1461+ 'AZTEC OIL & GAS COMPANY CONCURS IN T
APPLICATION OF AeAe GREER ET AL FOR AN EXCEPTION TO
THE ACREAGE FACTORS ESTABLISHED BY ORDER R=565-C
FOR CERTAIN WELLS IN SAN JUAN COUNTYs NEW MEXICOe
AZTEC OFFSETS MOST OF THE WELLS INVOLVD IN VAPPLICANTYS
APPLICATION AND HAS SEVEN PICTURED CLIFFS WELLS DRILLED
ON A 40=ACRE BASIS PRIOR TO ORDER 748 THAT HAVE AN
ACREAGE FACTOR OF LESS THAN ONEs SIX OF THESE AZTEC
WELLS HAVE BEEN SHUT IN FOR EXTENDED PERIODS OF TIME
DUE TO OVERPRODUCTIONs AND SOME RELIEF SHOULD BE GRANTED
TO PREVENT PREMATURE ABANDONMENT=
- AZTEC OIL & GAS CO QUILMAN B DAVIS=

:=1461 R=565~C 40 748=

THE COMPANY WILL APPRECIATE SUGGESTIONS FROM ITS PATRONS CONCERNING ITS8 SERVICE



HEYPORE THD OIL “OESERVATION C'M“ I O! m
o STATE OF NEW MERXICO

1 THY FATTER OF A MEARIEO CALLED
41 THE CIL CQMSERYATION COmMMISSION
i THE STATS GF MEW NEXICO POR THR
PUKPOSE ¢ CONSIDERINGS

4 TEE VATTER OF T:B PETTTION OF THB . ;. . . o oo
5CITERN ONION PRODUCTION COMPANY FOR AN .

SRUSK FIXIRQ T«E SPACING OF WELLS IN THR ¢ ——
LOTT CANYOR=PILCHER wis :.1 u;mm)ag. s:‘ .| BEFORE EXAMINER UTZ
{ GURTY ™EY KA ENDED _ . .

34515 OF m(fm 70 A DRIILING WNIT OF AP~ | O'in.ONSERVAT'ON COMMISSION

FNCRDIATALY 160 ACRES 'UTH SUITARLE PROVES= EXHIBIT NO, _ A

IOPS POR ANY HILATED PATTERS, INCLUDING CASE No.__ /2 61

SPXCIAL APPROVAL ormmommmw- —

CATIONS "I NECESSART. | T s
~ ONEER OF TEE COMUSSIQY

PY THE COMTISSION! B

JHEREAS, after due weties as required by low W Odusdsstien held s publis
hearing in 5anta Ye om Pedruary 17, 1948, % u.uor the pu Siem of Southern
(nion Produstion Company fer the .depu.- of sn Geder fixing-We opasing of

wells heresafter drilled in the Kuls wm” mu. Sea Juan
County, kew Mexieo, and related mattere; amd

WHEREAS, mcmu-mmmmumwnam
hearing, pu-umnt iaforsation etherwise awvallable in e Otmsbsetien's records,

the statements made aad wuwwm&lr&“noru
connectien with sush hearimg.

mu.rmauwu.um:

A msmxmcnn-mmemrmp sty prodestive
nataral gas from the Pictured Cliffs samdstome “ aﬁ poh
contiguous and frem all iaformatien availadle to'date appanr V8 .be ono com

tinuous gas pradusing area or pool in the mm Cliffe m; .

5. [hat such poel has produced natural gas for mere than 15 years, dur-
 ing woich time taie average of well-head pmsum has denlined approxinately
X Felele g;ueb. .

C. Thas by nuaa of rules of this Commiisien previcusly applicadle to
the pool, of the generp] prastices. of certain operatere in the area and of
polteies of the U. S. Geological Survey, a fairly uaiferm spaging of one weoll
t.e 160 acres has heretofore prevailed thmﬁo“ aeat of the poolr“‘““ e

" D That one well will, antnotmuntm Moﬂ
sffectively drain the rescoversble pas from at 1east 140 ssres:of the pool,
and, accordingly, that more dense spaciag iz the pedl may de oondusive to

waste and will Mmmo the eonts dmﬂmntim.

5. That for wcul hmtur 4;1.;1.‘, a gemeral spasing pattern of one
sentrally located wall o @ WBI1 of 160 seres, substemtdally in the shape of
& 33uare, is rejuired to protest ths equities of those having imterests in
‘wells hereiofore drilled om'l60=-acre tracts, fer whieh genersl spacin; patte:
the pooling of properties should be encouraged vhen .nesessery;

¥, “hat the gas pmun area of the pol. 18 1ikely % be substantial-
1 zore extensive than. ﬂn preseatly developed portiem thereof;

e That waste will rnuu in the drilling of wella i the pool, unlss
3 acial riles and” regulations are adopted for the preveation thereof; axd



2%

4. That, while the Kuis Canyon-Fulcher sasin. gas field hes_been cc ma
cially prodactive for zore than 15 years, it has not been saubjesct to coupe:
ative action representative of the interest of all the epeyeiers or leaoe-

aolders within the ares during that peried. In additiem, properties, nol. -..s
md/or leases of any undetermined nusber of ssall landewmsrs or lsase-holcers,
whose total acreage is either less than 160 acres or imslwdde portions of 160-
acre tracts, still exist within tie pool boundaries, as herein defined. ™e
nasoer of such 1cldings will be likely to increase as the peel boxndnrin ars
extandod by -\bnquent drilling.

THERRFORE, LT IS ORDERED that, effective om the dah of this order, the
following rules and regulations shall apply to wells hereafter drilled or com-
Pleted or recompleted to the Pliotured Gliff poel in the Kuts Canymm-Fulcher
Uasin area, defined below; in additicn to the Cosmissism'e applicedls rules,
regulations and ordsrs herstofors or hereafter adepled %o ﬂn extent not in

confliot herewith:

Section 1. Mo well shall be drilled or cemplsted or recompleted, and no

Notice of Intantion to Drill or drillimg permit shall by approved, unless
(a) wsush well be located en a desigmted ¢ T
ms of not less than one (160

acres of 1land, more or 1ses, sseerdiag Vo legal
subdivisions of the United States Lend Surveys,

in whiel wmit all the interests are censelidated
by poeling agreement or otherwise and en which

no other well is completed, or approved for
completion, in the poel)

(d) cmmmtJm&Morn%
exoept for normal variations in Ioﬁl
of the United States Lands Surveys) and

(o) euch wall be located on its drilling wait at a
disilanse frok the unit bowndaries of net less
than aine hundred ninety feet (990); provided,
if sush proposed new well is ¢o b an offedt
o any then produging gas well ococapleted in .
the pesl, or the drilling eof wixieh has authere
ised prier to ths effective date of tils order,
located on an adjoining uwnit in whieh the in-
teresta are not identical with

propo.d te be drilled, suoh Mnnnw
) exis

. 1ine

Section 2. Any provisien herein to the contrery notwdthstanding, the
Compis<ion may, and in proper cases will,
by order eatered after netise 4 _ gt 1 ,
except and permit drilling locations % becoms effeetiyy,. tharsdy author-
1‘[5%; the dmnn%%?‘w“n wells in thé pEX 3ol sonferwing to the
requirementa of Section 1 sbove if propén
sought to be drilled would be deprived of aa emﬁdv % produse gad from
the poal in the absenes of sush exseptiomn, ani shall alse find one er more of
‘he fallowing conditions to exist i : \

(a) that comselidatien or poeling el the m

sought 1o be drilled with u;mdu

+ land, netwithetanding num'. efforts sade h
pod faith, 1s inposcidle or inprestissl;

(b} *hat the property sought to be drilled 4{s located
within a then developed portiom of the pool and
its nem-oonforming sise .or shape 18 due o the ad-
Joining developed properties in the poel;

(o) that becsuse of the natare ef the terrain, lecstion
of the prepesed well at & lesser distames from ome
ormubrMndthdrulu.ﬂtlboﬂd
be permitied; or



1, in which case the Commissien may medify the
requiremsnts of Sectien 1 as %0 swh well to the
DOGSSNAIY.
Irrespective of sush findings, if the Cemxinsisu shall find that by reasa.
of all sircumstanses an exeeption is preper im the prevemtion of waste, -r
undus drainage between properties, or otherwise in the exsreise by the [os
1ssion of its jurisdiction over the Mdnnow tos other powers coi. -
:‘vmdbyl.—,upauorl.lpnd A bl

4

-

17T IS FURTHER ORDEBRED that, in sooordance with resommendations of uc
Horthwestorn Now Maxico Nomsmclature Cemmitiee approved and adopted dy this
Commissian, the Flotured CIAff gas predwoing pool in the Kwts Cm—?.xlﬂ or
Basin ares, to which this order applied, is defined %0 imslude the followin
described fand in San Juan County, New Mexise:

Tomship 27 North Raage 10 Vest
Ty A
Sees, L & S A N

Mt 8 North

1’ N .
".. 16.17.13.‘9 )
20,0
soo. 2 L

.7 2,300 .
toos. 28,9,30,0,
3,3 Al
o8, 34

u/a. |
Whig'u iorth!' fange 11 West
CBe

1o 15,10,25,23,20,25,2 @il
wms‘a‘.p 20 kox'th. wage 11 West

L 1Y J.l,&,
19,20,23, 22,2627, 28,
35,30 31 JI'J 3;3‘0,33,

;J-&

Towra-. ¥ ordh, -an nge 12 west

SOCS& "; )i.. R

10,1.. u,..» Lo 1_,,2

4,2, %11.

Swmship 25 Lurth, cange 1] West
“dec, 1 : b

Coensh. . 3C rorth, aenge LD vesb

et 19 2l '

0% 2{3 ‘ “f2

Incse 24,27,23.29,
' }‘0’35,-4‘;35’}-';35. N

414

Townshin 3 North, rangs 13 West
H0T8s 2y d5g00 1l

Al sclicdonis lands lceatsd v hin tias! half (i/2) mils of any lar In l.e
pool as defined or as {t mey be extcnded shall obaform Lo thego rules m‘
re.-ulacions) provided, homever, that such ool shall in no event he oxu

3v a8 w0 include any lands nov :r herea:ter included by the Comamlss.n ..
some other producing area formally designated ae an oil or -3 pool in ‘e
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#{ctured J11Cfs, provided, furtzer; by order of this Cemmission the pool may
be redesirnated from time to time so as to ewbraocs other lands in the vicinity
vhich ars believed, on the basis of additiopsl developments, to de capable of
procucing ;as fron the Kuts Canyonm-Fulcber 3asin poal, whether or not such
other lands shall have been at one time included im another desaipnated f1eld
sr pocl producing from the Pictured Cliffa. .

tr.tared and adopted by the 01l Conservation Cammissien this 22 day of June
19480 . " - *

STATE OF N:d NMEXICO
OIL CONSERVATION COMMISSION
GHATRMAN

SECRETARY



BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO

FOR THE PURPOSE OF CONSIDERING:

729)
859)
CASES: 860) Consolidated
oL1)
ORDER NO. R-565-C
THE APPLICATION OF THE OIL
CONSERVATION COMMISSION UPON BEFORE EXAMIMNER UTZ
ITS OWN MOTION rolszén ORDER OulL N e
REVISING ORDER R-565 AFFECTING NEERV L s e
AND CONCERNING THE FULCHER KUTZ- D en  Euit NO._ B
PICTURED CLIFFS, THE AZTEC-PICTURED - 46/
CLIFFS, AND THE SOUTH BLANCO-PICTURED CASE NO.__ £ 56/

CLIFFS GAS POOLS IN SAN JUAN AND RIO
ARRIBA COUNTIES, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a, m, on June 16, 1954, and
was thereupon continned to October 1k, 195L, March 16, 1955 and August 17, 1955, at
8anta Pe, New Mexico, before the 011 Conservation Commission, hereinafter referred
to as the ®*Commission®,

NOW, on this 13th day of October, 1955, the Commission, a quorum
being present, having considered the records and testimony adduced, and being fully
advised in the premises,

FINDS:

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

(2) That there is need for the revision of Orders R-565, R-965-A, R-565-B,
R-61k, R-620 and their consolidation into this order, due to the revision of Order R-333-
B, , =

IT IS THEREFORE ORDERED:

That special pool rules applicable to the Fulcher Kutz-Pictured Cliffs
Gas Pool, the Aztec-Pictured Cliffs Gas Pool and the South Blanco Pictured Cliffs
Gas Pool, be and the same hereby are promulgated, as follows:

SPECIAL RULES AND REGULATIONS
FOR THE FULCHER KUTZ-PICTURED CLIFFS
GAS POOL

¥Well Spacing and Acreage Requirements for Drilling Tractis:
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RUIE 1: Any well drilled a distance of one mile or more from the outer
boundary of the Fulcher Kutz-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 Fulcher Kutz-Pictured Cliffs Gas Pool,

RULE 2¢ Each well drilled or recompleted within the Fulcher Kutz-Pictured
Cliffs Gas Pool shall be located on a tract consisting of not less than a quarter
section of approximately 160 surface contiguous acres substantially in the form of a
square which shall be a legal subdivision {quarter section) of the U, S, Public Land
Surveys,

RULE 33 Any well drilled within the defined limits of the
Fulcher Kutz-Pictured Cliffs Gas Pool shall be
located on a designated drilling tract consisting
of not less than a quarter section which is a legal
subdivision of the U, S. Public Lands Survey,
such quarter section to contain approximately 160
contiguous acres 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,

RUIE L: The Secretary-Director of the Commission shall have authority to
grant exception to the requirements of Rules 2 and 3 where application has been
filed in due form and such exception is required because of conditions resulting from
previously drilled wells in the area or, in the case of Rule 3, the necessity for
exception is based upon topographic conditions, '

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

RULE 53 The provision of Statewide Rule 10k, Paragraph (k), shall not
apply to the Fulcher Kutaz-Pictured Cliffs Gas Pool.,

Gas Proration and Allocation:

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



Order No, R-565-C

The allowable production from any non-standard gas proration
unit as compared with the allowable production therefrom if
such tract were a standard unit shall be in the ratio which the
area of the non-standard proration unit bears to a standard
proration unit of 160 acres, subject to the provisions of Rule 9
of this order., £ny gas proration unit containing between 158
and 102 acres shall be considered to contain 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 application has been
filed in due form and where the following facts exist and the following provisions are
complied withg

1, 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 a variation in legal subdivision of the
U, S, Public Land Surveys,

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

3. The non-standard gas proration unit lies
wholly within a single governmental section,

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

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

(a) K11 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) A1l operators owning interests in
acreage offsetting the non-standard unit,

6. In lieu of paragraph 5 of this rule, the applicant
may furnish proof of the fact that said offset operators
were notified by registered mall 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 non-standard gas proration unit,

RULE 7: At least 30 days prior to the beginning of each gas proration
period, the Commission shall hold a hearing after due notice has been given, The
Commission shall cause to be submitted by each gas purchaser ®*Preliminary Nomina-
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tions™ of that quantity of gas which each purchaser in good faith actually desires to
purchase within the ensuing proration period, by months, from the Fulcher Kutz-
Pictured Cliffs Gas Pool, The Commission shall consider the "Preliminary Nominations®
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-121~-A as prescribed by the Commission,

RULE 8: 1In the event a gas purchaser's market shall have increased or de-
creased, purchaser may file with the Commission prior to the 10th day of the month
a "Supplemental Nomination® showing the amount of gas the purchaser actually in
good faith desires to purchase during the ensuing proration month from the Fulcher
Kutz-Pictured Cliffs Gas Pool, The Commission shall 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 proration month, and shall issue a proration
schedule setting out the amount of gas which each well may produce during the ensuing
proration month, ®"Supplemental Nominations®™ shall be submitted on Form C-121-A as
prescribed by the Commission,

Included in the monthly proration schedule shall be (a) a 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 allow=
able and production for the second preceding month together with a cumulative overage
or underage computation, (c) a tabulation of the current and net allowables for the
preceding month, (d) a tabulation of current monthly 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
Commission shall include in the proration schedule the gas wells in the Fulcher Kutz-
Pictured Cliffs Pool delivering to a gas transportation facility, or lease gathering
system, and shall include in the proration schedule of said pool any well which the
Commission finds is being unreasonably discriminated against through denial of access
to a gas transportation facility which is reasonably capable of handling the type of
gas produced by such well, The total allowable to be allocated to said pool each
month shall be equal to the sum of the preliminary or supplemental nominations, whiche-
ever is applicable, together with any adjustment which the Commission deems advissable,

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 notification by the Director, &ll come
munications shall be mailed to the Director, at Box 871, Santa Fe, New Mexico,

RULE 9: The monthly gas allocation to the Fulcher Kutz-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 MCF per day) for that well shall be known as the “ADw
factor for that well, The acreage factor shall be determined to the nearest hundredth
of a unit by dividing the acreage within the proration unit by 160, The ®AD® factor
shall be computed to the nearest whole unit,

A tentative allocation shall be made by dividing seventy-five percent (75%)
of the pool allocation among the wells in the proportion that each well's ®pD® factor
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bears to the sum of the “AD® factors of ali wells in the pool.

The remaining twenty-five percent (25¢) of the pool 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,

¥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
limited to its 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 reallocated to the non-marginal wells by application of the same formula, If
such reallocation shall result in placing any other well within the marginal classifica-
tion, the difference between the tentative allowable and the limited allowable of such
marginal well shall be redistributed by application of the same formula until no well
has received an allowable in excess of its known producing ability.

Any well having a calculated allowable less than that of the
largest allowable assigned a marginal well shall be assigned

an allowable equal to the largest marginal 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 to produce, the well shall be
limited to its ability to produce, All wells with allowables so
agsigned shall be classified as marginal wells,

RULE 10: The calculated deliverability at the "deliverability pressure® shall
be determined in accordance with the provisions of Order R-333-=C,

Balancing of Productiong

RULE 11: Underproduction: The hours of 7 ofclock a, mo, Mo S. T,
February 1, and 7 o‘clock a., m., M, S. T., 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 adminisier the prorationing of gas in the Fulcher Kutz-Pictured
Cliffs Pool, it is advisable toc have a portion of each proration period include both
summer and winter months, Therefcre, the first proration period shall commence on
March 1, 1955, and shall continue for a period of eleven months until February 1, 1956,
Future proration periods shall commence on ihe dates set out above, The amount of
current gas allowable remaining unproduced at the end of each proration period shall
be carried forward to and may be produced during the next succeeding proration period
in addition to the normal gas alliowable for such succeeding periods provided, however,
that whatever amount thereof is nct made up within the first succeeding proration
period shall be cancelled,

If it appears that such continued underproduction has resulted from inability
of the well to produce its allowable, it may be classified as a marginal well 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 more than
the total allowable assigned a non-marginal unit of corresponding size and deliverability,
such marginal well shall be reclassified as a non-marginal well and its allowable proe
rated accordingly,

If, during a proration period a marginal well is reworked or recompleted in
such a manner that its productive capacity is increased to an extent that said well
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should be reclassified as a non-marginal well, the reclassification shall be effective
on the first day of the proration month following the date of recompletion,

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

. RULE 123 Overproduction: A well which has produced a greater amount of

gas than wes allowed during a given proration period shall have its allowable for the
first succeeding proration periocd reduced by the amount of such overproduction and
such overproduction shall be made up within the first succeeding proration period. If,
at any time, a well is overproduced an amount equivalent to six times its current monthly
allowable, said well shall be shut-in during the current month,

The Commission may allow overproduction to be made up at a lesser rate than
would be the case if the well were completely shut-in if, upon public hearing after
due notice, it is shown that complete shut-in of the well would result in material
damage to said well,

Granting of Allowables:

RULE 13: No gas well shall be given an allowable until Form C-10L and Form
€-110 have been filed, together with a plat showing acreage attributed to said well
and the locations of all wells on the lease,

RULE 1L: Allowables to newly completed gas wells shall commence

(a) on the date of connection to a gas transportation facility, such
date to be determined from an affidavit furnished to ths Com-
mission (Box 697, Aztec, New Mexico) by the purchaser,

(b) The latest filing date of Form C-10L, C-110 or the above
described plat, or

(¢) a date LS days prior to the date upon which the well's initial
deliverability and shut-in pressure test is reported to the
Commission on Form C-~122 in conformance with the provisions
of R=333-C,

whichever date is the later,

No well shall be assigned an allowable unless a deliverability test, or a
potential test taken in conformance with the provisions of Order R=333=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 provision of
Order R-333-C,

A change in a well's deliverability due to retest or test after recompletion
or workover shall become effective the first of the month following receipt and
approval of Form C-122-A for such test, Such tests shall be taksn in accordance with
Order R-333-C,

Deliverability tests taken during 195k shall be used in calculating allowables
for the proration period commencing March 1, 1955, Subsequent annual tests shall be
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used in calculating allowables for proration periods commencing during the next
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 to the Commission on Form
C-115, 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,

Each purchaser or taker of gas in the Fulcher Rutz-Pictured Cliffs Gas Pool shall
submit a report to the Commission, and such 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, Such report shall be filed on either Form C-1lll or Form C~llli, 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-11l as referred to herein shall be submitted triplicate, the
original being sent to the Commission at Box 871, Santa Fe, New Mexico, remaining
copies will be sent to Box 697, Aztec, New Mexico and Box 20L5, Hobbs, New Mexico,
respectively,

Forms C-115 shall be submitted in accordance with Rule 111l of the Com-
mission's Rules and Regulations,

The full production of gas from each well shall be charged against the well's
allowable regardless of the disposition of the gas; provided, however, that gas used

in maintaining the producing ability of the well shall not be charged against the allow-
able,

RULE 16: The term "gas purchaser™ as used in these rules, shall mean any
"{aker® 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 responsi-
bility of said "taker® to submit a nomination in accordance with Rules 7 and 8 of this
order,

RULE 17: No gas, either dry gas or casinghead gas, produced from the Fulcher
Kutz-Pictured Cliffs Gas Pool, except that gas used for ®drilling-inw purposes, shall
be flared or vented unless specifically authorized by order of the Commission after
notice and hearing,

SPECIAL RULES AND REGULATIONS
FOR THE AZTEC-PICTURED CLIFFS
_ GAS POOL

Well Spacing and Acreage Requirements for Drilling Tractis:

RULE 1: Any well drilled a distance of one mile or more from the outer
boundary of the Aztec-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,
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RULE 2: Each well drilled or recompleted within the Aztec-Pictured Cliffs
Gas Pool shall be located on a tract consisting of not less than a quarter section
approximately 160 surface contiguous acres substantially in the form of a square which
shall be a legal subdivision (quarter section) of the U, S, Public Land Surveys,

RULE 3: Any well drilled within the defined limits of the Aztec-Pictured Cliffs
Gas Pool shall be located on a designated drilling tract consisting of not less than a
quarter section which is a legal subdivision of the U, S. Public Lands Survey, such
quarter section to contain approximately 160 surface contiguous acres and to be sub-
stantially 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 li: The Secretary-Director of the Commission shall have authority to
grant exception to the requirements of Rules 2 and 3 where application has been filed
in due form and such exception is required because of conditions resulting from
previously drilled wells in the area or, in the case of Rule 3, the necessity for
exception is based upon topographic conditions,

Applicants shall furnish all operators of leases offsetting the lease containing
subject well a copy of the application to the Commission, and applicant shall include
with his application a list of names and addresses of all such operators, together with
a written 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 exception, and shall approve such exception only in the absence of
objection of any offset operators. In the event an operator objects to the exception,
the Commission shall consider the matter only after proper notice and hearing,

RULE S5: The provision of Statewide Rule 10L, Paragraph (k), shall not apply
to the Aztec-Pictured Cliffs Gas Pool,

Gas Proration and Allocations

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

The allowable production from any non-standard gas

proration unit as compared with the allowable production
therefrom if such tract were a standard unit shall be in

the ratio which the area of the non-standard proration unit
bears to a standard proration unit of 160 acres, subject to
the provisions of Rule 9 of this order, Any gas proration
unit contalning between 158 and 162 acres shall be considered
to contain 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 application has been
filed in due form and where the following facts exist and the following provisions are
complied with:
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1. 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 a variation in legal sub=
division of the U, S, Public Land Surveys,

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

3. The non-standard gas proration unit lies wholly within
a single governmental section,

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

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

(a) All 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) A1l operators owning interests: in acreage
offsetting the non-standard unit,

6. In lieu of paragraph S of this rule, the applicant may
furnish 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 Secretary of the Com-
mission 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 non-standard gas
proration unit,

RULE 7: At least 30 days prior to the beginning of each gas proration period,
the Commission shall hold a hearing after due notice has been given, The Commission
shall cause to be submitted by each gas purchaser "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 Aztec-Pictured Cliffs Gas Pool,

The Commission shall consider the ®"Preliminary Nominations® 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-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 "Supplemental Nomination® showing the amount of gas the purchaser actually in good
faith desires to purchase during the ensuing proration month from the Aztec-Pictured
Cliffs Gas Pool, The Commission shall 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 proration month, and shall issue a proration schedule setting out
the amount of gas which each well may produce during the ensuing proration month,
*"Supplemental Nominations® shall be submitted on Form C-121-f as prescribed by the
Commission,
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Included in the monthly proration schedule shall be (a) a 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 allow-
able and production for the second preceding month together with a cumulative over-
age or underage computation, (c¢) a tabulation of the current and net allowables for the
preceding month, (d) a tabulation of current monthly 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
Commission shall include in the proration schedule the gas wells in the Aztec-Pictured
Cliffs Pool delivering to a gas transportation facility, or lease gathering system, and
shall include in the proration schedule of said pool any well which the Commission finds
is being unreasonably discriminated against through denial of access to a gas trans-
portation facility which is reasonably capable of handling the type of gas produced by
such well, The total allowable to be allocated to said pool each month shall be equal
to the sum of the preliminary or supplemental nominations, whichever is applicable,
together with any adjustment which the Commission deems advisable.

If, during a proration month, the acreage assigned a well is increased, the
operator shall notify the Secretary-Director in writing of such inecrease. 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. All com=-
munications shall be mailed to the Director, at Box 871, Santa Fe, New Mexico,

RULE 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 manners:

The Product obtained by multiplying each well's acreage factor by the
calculated deliverability (expressed as MCF per day) for that well shall be known as
the "AD®* factor for that well, The acreage factor shall be determined to the nearest
hundredth of a unit by dividing the acreage within the proration unit by 160. The “AD®
factor shall be computed to the nearest whole unit,

A tentative allocation shall be made by dividing seventy-five percent (75%)
of the pool allocation among the wells in the proportion that each well's #AD® factor
bears to the sum of the "AD® factors of all wells in the pool, .

The remaining twenty-five percent (25%) of the pool 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 a marginal well and its allowable limited
to its known producing ability. The sum of the difference between the tentative allow~
ables and the limited allowables of all marginal wells on the proration schedule shall
be reallocated to the non-marginal wells by application of the same formula, If such
reallocation shell result in placing any other well within the marginal classification,
the difference between the tentative allowable and the limited allowable of such marginal
well shall be redistributed by application of the same formula until no well has received
an allowable in excess of its known producing ability,

Any well having a calculated allowable less than that of the largest allowable
assigred a marginal well shall be assigned an allowable equal to the largest marginal
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 to
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produce, the well shall be limited to its ability to produce., All wells with allowables
so asslgned shall be classified as marginal wells,

RULE 10: The calculated deliverability at the ®deliverability pressure®
shall be determined in accordance with the provisions of Order R-333=C.

Balancing_pf Production:

RULE 11: Underproduction: The hours of 7 o'clock a. m.; M. S. T.
February 1, and 7 o'clock a, m.; M, S. T., August 1, shall be known as balancing
dates and the periods of time bound by these dates shall be known as gas proration
periods. 1In order to effectively administer the prorationing of gas in the Aztec-
Pictured 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 ehall continue for a period of eleven months until February 1,
1956, Future proration periods shall commence on the dates set out above, The amount
of current gas allowable remaining unproduced at the end of each proration period shall
be carried forward to and may be produced during the next succeeding proration period
in addition to the normal gas allowable for such succeeding period; provided, however,
that whatever amount thereof is not made up within the first succeeding proration
period shall be cancelled,

If it appears that such continued underproduction has resulted from inability
of the well to produce its allowable, it may be classified as a marginal well 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 more than
the total allowable assigned a non-marginal unit of corresponding size and deliverability,
such marginal well shall be reclassified as a non-marginal well and its allowable
prorated accordingly,

If, during a proration period a marginal well is reworked or recompleted
in such a manner that its productive capacity is increased to an extent that said
well should be reclassified as a non-marginal well, the reclassification shall be
effective on the first day of the proration month following the date of recompletion,

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

RULE 12: Overproduction: A well which has produced a greater amount
of gas than was allowed during a given proration period shall have its allowable for
the first succeeding proration period reduced by the amount of such overproduction
and such overproduction shall be made up within the first succeeding proration period,
If, at any time, a well is overproduced an amount equivalent to six times its current
monthly allowable, said well shall be shut-in during the current month,

The Commission may allow overproduction to be made up at a lesser rate
than would be the case if the well were completely shut-in if, upon public hearing
after due notice, it is shown that complete shut-in of the well would result in material
damage to said well,

Granting of Allowables:

RULE 13: No gas well shall be given an allowable until Form C-10L and
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Form C-110 have been filed, together with a plat showing acreage atiributed to said
well and the locations of all wells on the lease,

RULE 1Li: Allowables to newly completed gas 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, Aztec, New
Mexico) by the purchaser,

(b) the latest filing date of Form C-10L, C-110 or the
above described plat, or

(c) a date LS days prior to the date upon which the well's
initial deliverability and shut-in pressure test is reported
to the Commission on Form C-122-f in conformance with the
provisions of R=333-C,

whichever date is the later,

No well shall be assigned an allowable unless a deliverability test, taken
in conformance with the provisions of Order R-333-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 wells deliverability due to retest or test after recompletion
or workover shall become 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 195l 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
year,

Reporting of Production:

RULE 15: The monthly gas production from each well shall be metered
separately and the production therefrom shall be reported to the Commission on Form
C-115, 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,

Each purchaser or taker of gas in the Aztec Pictured Cliffs Gas Pool shall
submit a report to the Commission, and such 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. Such report shall be filed on Form C-=111 or Form C-11), whichever is appli-
cable, and the wells shall be listed in approximately the samp order as they are found
listed on the proration schedule,

Forms C=111 and C-11ll as referred to herein shall be submitted in triplicate,
the original being sent to the Commission at Box 871, Santa Fe, New Mexico, remaining
copies will be sent to Box 697, Aztec, New Mexico and Box 20L5, Hobbs, New Mexico,
respectively,
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Forms C-115 shall be submitted in accordance with Rule 111) 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 gas used
in maintaining the producing ability of the well shall not be charged against the
allowable,

RULE 163 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 connsction is made to
facilitate the transportation or utilization of gas. It shall be the responsibility
of said "taker® to submit a nomination in accordance with Rules 7 and 8 of this order,

RULE 17: No gas, either dry gas or casinghead gas, produced from the Aztec-
Pictured C1iffs Gas Pool, except that gas used for "drilling-in® purposes, shall be
flared or vented unless specifically authorized by Order of the Commission after notice
and hearing,

SPECIAL RULES AND REGULATIONS
FOR THE SOUTH BLANCO-PICTURED CLIFFS
GAS POOL

Well Spacing and Acreage Requirements for Drilling Tractss

RULE 1: Any well drilled a distance of one mile or more from the outer boundary
of the South Blanco-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 South
Blanco-Pictured Cliffs Gas Pool.

RULE 2: Each well drilled or recompleted within the South Blanco-Pictured Cliffs
Gas Pool shall be located on a tract consisting of not less than a quarter section of
approximately 160 surface contiguous acres substantially in the form of a square which
shall be a legal subdivision (quarter section) of the U, S, Public Land Surveys,

RULE 3: %Any well drilled within the defined limits of the South Blanco-
Pictured Cliffs Gas Pool shall be located on a designated drilling tract consisting of
not less than a quarter section which is a legal subdivision of the U, S, Public Lands
Survey, such quarter section to contain approximately 160 surface contiguous acres 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 lis The Secretary-Director of the Commission shall have authority to grant
exception to the requirements of Rules 2 and 3 where application has been filed in due
form and such exception is required because of conditions resulting from previously
drilled wells in the area or, in the case of Rule 3, the neceasity for exception is
based upon topographic conditions,

Applicants shall furnish all operators of leases offsetting the lease containing
subject well a copy of the application to the Commission, and applicant shall include
with his application a 1list 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 exception, and shall approve such exception only in the absence of
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objection of any offset operators., In the event an operator objects to the exception,
the Commission shall consider the matter only after proper notice and hearing,.

RUIE 5: The provision of Statewide Rule 10L, Paragraph (k), shall not apply
to the South Blanco-Pictured Cliffs Gas Pool,

Gas Proration and Allocation:

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

The allowable production from any non-standard gas proration unit as compared
with the allowable production therefrom if such tract were a standard unit shall be in the
ratio which the area of the non-standard proration unit bears to a standard proration
unit of 160 acres, subject to the provisions of Rule 9 of this order, Any gas proration
unit containing between 158 and 1562 acres shall be considered to contain 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 application has been filed in
due form and where the following facts exist and the following provisions are complied
with:

1, 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 a variation in legal subdivision of the
U, S, Public Land Surveys,

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

3. The non-standard gas proration unit lies
wholly within a single governmental section,

L. The entire non-standard gas proration
unit may reasonably be presumed to be pro-
ductive of gas,

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

(a) all 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,
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(v) all operators owning interests in acreage
offsetting the non-standard unit.

6, In lieu of paragraph 5 of this rule, the applicant
may furnish 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 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 non-
standard gas proration unit,

RUIE 7: At least 30 days prior to the beginning of each gas proration period,
the Commission shall hold a hearing after due notice has been given. The Commission
shall cause to be submitted by each gas purchaser "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 South Blanco-Pictured Cliffs Gas
Pool., The Commission shall consider the "Preliminary Nominations® 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-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 ®“Supplemental
Nomination® showing the amount of gas the purchaser actually in good faith desires to
purchase during the ensuing proration month from the South Blanco-Pictured Cliffs Gas Pool,
The Commission shall 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 proration
month, and shall issue a proration schedule setting out the amount of gas which each well
may produce during the ensuing proration month, %Supplemental Nominations® shall be
submitted on Form C-121-j as prescribed by the Commission.

Included in the monthly proration schedule shall be (a) a 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 allowable and
production for the second preceding month together with a cummlative overage or underage
computation, (¢) a tabulation of the current and net allowables for the preceding month,
(d) a tabulation of current monthly 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 Commission
shall include in the proration schedule the gas wells in the South Blanco-Pictured Cliffs
Pool delivering to a gas transportation facility, or lease gathering system, and shall
include in the proration schedule of said pool any well which the Commission finds is
being unreasonably discriminated against through denial of access to a gas transportation
facility which is reasonably capable of handling the type of gas produced by such well,
The total allowable to be allocated to said pool each month shall be equal to the sum
of the preliminary or supplermental nominations, whichever is applicable together with
any adjustment which the Commission deems advisable,

If, during a proration month, the acreage assigned a wsll 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. All
Communications shall be mailed to the Director, at Box 871, Santa Fe, New Mexico,
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RULE 9: The monthly gas allocation to the South Blanco=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 MCF per day) for that well shall be known as the WAD®
factor for that well, The acreage factor shall be determined to the nearest hundredth
of a unit by dividing the acreage within the proration unit by 160, The "AD® factor
shall be computed to the nearest whole unit,

K tentative allocation shall be made by dividing seventy-five percent (75%) of
the pool allocation among the wells in the proportion that each wellfs "AD" factor bears
to the sum of the "AD® factors of all wells in the pool,

The remaining twenty-five percent (25%) of the pool 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 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 all marginal wells on the proration schedule
shall be reallocated to the non-marginal wells by application 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 limited allowable of such marginal
well shall be redistributed by application of the same formula until no well has received
an allowable in excess of its known producing ability,

kny well having acalculated allowable less than that of the largest allowable
assigned a marginal well shall be assigned an allowable equal to the largest marginal
allowables 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 wellts ability
to produce, the well shall be limited to its ability to produce, Kll wells with allow=-
ables so assigned shall be classified as marginal wells,

RULE 103 The calculated deliverability at the ®deliverability pressure® sghall
be determined in accordance with the provisions of Order R-333=C,

Balancing of Production:

RULE 1l: Underproductions The howrs of 7 ofclock a, m¢y M, S, Tey February 1,
and 7 o'clock a. m,, M. S, T., 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 South Blanco-Pictured 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
continue for a period of eleven months until February 1, 1956, Future proration periods
shall commence on the dates set out above, The amount of current gas allowable remaining
unproduced at the end of each proration period shall be carried forward to and may be
produced during the next succeeding proration period in addition to the normal gas
allowable for such succeeding period; provided, however, that whatever amount thereof is
not made up within the first succeeding proration period shall be cancelled,

If it appears that such continued underproduction has resulted from inability of
the well to produce its allowable, it may be classified as a marginal well and its
allowable reduced to the level of the well's ability to produce,
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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 as a non-marginal well and its allowable pro-
rated accordingly,

If, during a proration period a marginal well is reworked or recompleted in
such a manner that its productive capacity is increased to an extent that said well
should be reclassified as a non-marginal well, the reclassification shall be effective
on the first day of the proration month following the date of recompletion,

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

RULE 12¢ Overproductions A well vwhich has produced a greater amount of gas
than was allowed during a given proration period shall have its allowable for the
first succeeding proration period reduced by the amount of such overproduction and
such overproduction shall be made up within the first succeeding proration period,
If, at any time, a well is overproduced an amount equivalent to six times its current
monthly allowable, said well shall be shut-in during the current month.

The Commission may allow overproduction to be made up at a lesser rate than
would be the case if the well were completely shut-in if, upon public hearing after due
notice, it is shown that complete shut-in of the well would result in material damage
to said well,

Granting of Allowables:

RULE 13: No gas well shall be given an allowable until Form C-10L and Form
C-110 have been filed, together with a plat showing acreage attributed to said well
and the locations of all wells on the lease,

RULE 1llis Allowables to newly completed gas 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, Aztec, N. M,)
by the purchaser,

(b) the latest filing date of Form C-10L, C-110 or the
above described plat, or

(¢) a date LS5 days prior to the date upon which the
well's initial deliverability and shut-in pressure test
is reported to the Commission on Form C-122-k in
conformance with the provisions of R-333=C,

whichever date is the later,

No well shall be assigned an allowable unless a deliverability test, or a
potential test taken in conformance with the provisions of Order R-333<-C has been
Submitte d °

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,
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A change in a wells deliverability due to retest or test after recompletion
or workover shall become 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 195k 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 year,

Reporting of Production:

RULE 153 The monthly gas production from each well shall be mstered separately
and the production therefrom shall be reported to the Commission on Form ¢-115, and
such report shall be postmarked on or before the 2Lth 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,

Each purchaser or taker of gas in the South Blanco-Pictured Cliffs Gas Pool
shall submit & report to the Commission and such 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, Such report shall be filed on either Form C-111 or Form C-11k,
vhichever 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-11kL as referred to herein shall be submitted in triplicate,
the original being sent to the Commission at Box 871, Santa Fe, New Mexico, remaining
copies will be sent to Box 697, Aztec, New Mexico and Box 2045, Hobbs, New Mexico,
respectively.,

Forms C-115 shall be submitted in accordance with Rule 111k 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 gas used
in mai ntaining the producing ability of the well shall not be charged against the allow-
able,

RULE 163 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 responsibility
of said "taker®™ to submit a nomination in accordance with Rules 7 and 8 of this order.

RULE 17: No 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 order of the Commission
after notice and hearing,

The following provisions shall apply to the Aztec Pictured Cliffs Gas Pool,
the Fulcher Kutz-Pictured Cliffs Gas Pool and the South Blanco=Pictured Cliffs Gas
Pool,

PROVIDED FURTHER, That in filing Form C-101, ®*Notice of Intention to Drill
or Recomplete®, or USGS Form 9-331-a, (whichever is applicable), all operators shall
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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 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 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
operator of the well and the purchaser, in writing, of the date of allowable cancellation
and the reason therefor,

PROVIDED FURTHER, That all transporters of gas or users of gas shall furnish
connection notices to the Commission in accordance with the provisions of Rule 1k, as
soon ag possible after the date of connection,

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

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

JOHN F. SIMMS, Chairman

E. S. WALKER, Member

W. B. MACEY, Member and Secretary
SE&L
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