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Gent lemen: 

We enclose herewith i n t r i p l i c a t e A p p l i c a t i o n of Roger 
C. Hanks f o r de s i g n a t i o n o f South Dagger Draw Pool and 
sp e c i a l r u l e s t h e r e f o r , Eddy County, New Mexico. 

We understand t h a t the next a v a i l a b l e examiner's docket 
i s August 8, and we would appreciate i t i f the case could 
be heard a t t h a t time. 

SBC/jy 
Encl. 

R e s p e c t f u l l y , 

JENNINGS, CHRISTY & COPPLE 

cc: Mr. Roger C. Hanks ^ 
2100 wilco B u i l d i n g ()0C%B 
Midland, Texas 79701 

Dote 

•^2-2 



OIL CONSERVATION COMM 
Sanfa Fe 

BEFORE THE OIL CONSERVATION COMMISSION 

OF THE STATE OF NEW MEXICO 

APPLICATION OF ROGER C. HANKS 
FOR DESIGNATION OF SOUTH DAGGER 
DRAW POOL AND SPECIAL RULES 
THEREFOR, EDDY COUNTY, NEW MEXICO, 

Case No. 

APPLICATION 

COMES NOW Roger C. Hanks ( A p p l i c a n t ) , Operator o f o i l and 

gas leases c o v e r i n g the lands i n v o l v e d h e r e i n , and s t a t e s : 

1. That t h e r e e x i s t s i n Eddy County, New Mexico, an area 

comprised o f : 

2* 
Township j t t South, Range 24 East, N.M.P 

Section 23: A l l 
Section 26: All Ap 
Section 35: All C 

J , d i l dX-fcict 

c o n t a i n i n g 1,920 acres, more or l e s s , which i s a common g e o l o g i c a l 

area s u s c e p t i b l e t o the p r o d u c t i o n o f gas and associated hydrocarbons 

from a common fo r m a t i o n , b e l i e v e d t o be the Cisco Canyon member of 

the Upper Pennsylvanian f o r m a t i o n which e x i s t s i n A p p l i c a n t ' s 

Preston Federal #1 w e l l l o c a t e d 1900 f e e t from the South l i n e and 

850 f e e t from the west l i n e o f s a i d Section 35 a t a subsurface depth 

o f 7433'-7720'. I t i s b e l i e v e d by A p p l i c a n t t h a t the p r o d u c t i v e 

c h a r a c t e r i s t i c s of such gas and associated hydrocarbons w i l l be 

s u b s t a n t i a l l y the same throughout s a i d area. 

2. That i n order t o prevent waste and t o p r o t e c t the c o r r e l a t i v e 

r i g h t s of a l l i n t e r e s t e d p a r t i e s i t i s advisable t h a t such gas 

and associated hydrocarbons from such f o r m a t i o n w i t h i n said area 



be spaced, d r i l l e d and produced i n a s u b s t a n t i a l l y u n i f o r m manner 

so t h a t as t o most e f f i c i e n t l y and e f f e c t i v e l y produce the maximum 

recoverable gas and associated hydrocarbons from such formation 

w i t h i n s a i d area. That as a consequence s p e c i a l r u l e s and r e g u l a t i o n s 

should be promulgated f o r the p r o d u c t i o n of gas and associated 

hydrocarbons from such f o r m a t i o n w i t h i n s a i d area; proposed r u l e s 

and r e g u l a t i o n s are attached hereto as E x h i b i t 1. 

3. I n the o p i n i o n o f the A p p l i c a n t the proposed pool area 

i s n o t i n communication w i t h any other pool h e r e t o f o r e designated 

by the Commission and c o n s t i t u t e s a separate source of supply. 

WHEREFORE, A p p l i c a n t prays t h a t , a f t e r n o t i c e and hearing, 

the Commission e s t a b l i s h a new area i n Eddy County, New Mexico, 

c l a s s i f i e d f o r the p r o d u c t i o n of gas and associated hydrocarbons 

from the Cisco Canyon member o f the Upper Pennsylvanian f o r m a t i o n , 

and designated as the South Dagger Draw pool w i t h v e r t i c a l and 

h o r i z o n t a l l i m i t s as s t a t e d above; and f o r the promulgation o f 

s p e c i a l r u l e s and r e g u l a t i o n s f o r the South Dagger Draw poo l . 

ROGER C. HANKS 

S. B. C h r i s t y IV, aJt a 
Member o f the F i r m r o f 
Jennings, C h r i s t y & Copple 
P. O. Box 1180 
Roswell, New Mexico 88201 
(505) 622-8432 

Atto r n e y s f o r the A p p l i c a n t 
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EXHIBIT 1 

PROPOSED SPECIAL RULES AND REGULATIONS 
FOR THE SOUTH DAGGER DRAW POOL 

RULE 1. Each w e l l completed or recompleted i n the South Dagger 

Draw Pool, or w i t h i n one mil e t h e r e o f and not nearer t o or w i t h i n 

the l i m i t s o f any other designated pool comprising the Cisco Canyon 

member of the Upper Pennsylvanian form a t i o n , s h a l l be spaced, d r i l l e d , 

operated and produced i n accordance w i t h the s p e c i a l r u l e s and regu­

l a t i o n s h e r e i n a f t e r set f o r t h . 

RULE 2. Each w e l l , o i l or gas, s h a l l be l o c a t e d on a standard 

u n i t comprising 320 acres, more or l e s s , comprising the N^, Ŝ , Ŵ  

or E^ o f a governmental s e c t i o n of the United States Public Lands 

Survey. For the purposes o f t h i s Rule, a u n i t c o n s i s t i n g of between 

316 and 324 surface contiguous acres s h a l l be considered a standard 

u n i t . 

RULE 3. The S e c r e t a r y - D i r e c t o r o f the Commission may gra n t 

an exception t o the requirements o f Rule 2 w i t h o u t n o t i c e and hear­

i n g when an a p p l i c a t i o n has been f i l e d f o r a non-standard u n i t and 

an unorthodox s i z e or shape o f the u n i t i s n e c e s s i t a t e d by v a r i a t i o n s 

i n the l e g a l s u b d i v i s i o n s of the United States Public Lands Surveys 

or the f o l l o w i n g f a c t s e x i s t and the f o l l o w i n g p r o v i s i o n s have been 

complied w i t h : 

(a) The non-standard u n i t c o n s i s t s o f q u a r t e r - q u a r t e r 

sections or l o t s t h a t are contiguous by a common bordering side. 

(b) The non-standard u n i t l i e s w h o l l y w i t h i n a govern­

mental h a l f s e c t i o n and contains less acreage than a standard u n i t . 



(c) The a p p l i c a n t presents w r i t t e n consent i n the form 

of waivers from a l l o f f s e t operators and from a l l operators owning 

i n t e r e s t s i n the h a l f s e c t i o n i n which the non-standard u n i t i s 

s i t u a t e d and which acreage i s not inc l u d e d i n s a i d non-standard u n i t . 

(d) I n l i e u o f Paragraph (c) o f t h i s Rule, the a p p l i c a n t 

may f u r n i s h proof o f the f a c t t h a t a l l of the a f o r e s a i d operators 

were n o t i f i e d by r e g i s t e r e d or c e r t i f i e d m a i l o f h i s i n t e n t t o 

form such non-standard u n i t . The S e c r e t a r y - D i r e c t o r may approve 

the a p p l i c a t i o n i f no such operator has entered an o b j e c t i o n t o the 

for m a t i o n o f such non-standard u n i t w i t h i n 30 days a f t e r the Secretary-

D i r e c t o r has rece i v e d the a p p l i c a t i o n . 

RULE 4. Each w e l l s h a l l be l o c a t e d not c l o s e r than 660 f e e t 

t o the nearest side boundary l i n e o f the designated t r a c t nor c l o s e r 

chan 1980 f e e t t o the nearest end boundary l i n e nor c l o s e r than 

330 f e e t t o any q u a r t e r - q u a r t e r s e c t i o n or s u b d i v i s i o n i n t e r i o r 

boundary. (For the purpose o f t h i s Rule, "side" boundary i s defined 

as one o f the out e r boundaries running lengthwise t o the t r a c t ' s 

g r e a t e s t o v e r a l l dimension; "end" boundary i s d e f i n e d as one of the 

outer boundaries perpendicular t o a side boundary and c l o s i n g the 

t r a c t across i t s l e a s t o v e r a l l dimension.) 

RULE 5. The S e c r e t a r y - D i r e c t o r o f the Commission may grant 

an exception t o the requirements of Rule 4 w i t h o u t n o t i c e and hearing 

when an a p p l i c a t i o n has been f i l e d f o r an unorthodox w e l l l o c a t i o n 

which r e l a t e s t o any w e l l d r i l l e d p r i o r t o the e f f e c t i v e date of 

these r u l e s or when the proposed unorthodox l o c a t i o n i s based upon 

topography. 



A p p l i c a t i o n s f o r a d m i n i s t r a t i v e approval o f unorthodox 

l o c a t i o n s s h a l l be f i l e d i n t r i p l i c a t e and s h a l l be accompanied 

by p l a t s showing the ownership o f a l l leases o f f s e t t i n g the pro­

r a t i o n or spacing u n i t f o r which the unorthodox l o c a t i o n i s sought, 

and also a l l w e l l s completed thereon. I f the proposed unorthodox 

l o c a t i o n i s based upon topography, the p l a t s h a l l also show and 

describe the e x i s t i n g t o p o g r a p h i c a l c o n d i t i o n s . 

A l l operators o f p r o r a t i o n or spacing u n i t s o f f s e t t i n g 

the u n i t f o r which the unorthodox l o c a t i o n i s sought s h a l l be n o t i ­

f i e d o f the a p p l i c a t i o n by c e r t i f i e d or r e g i s t e r e d m a i l , and the 

a p p l i c a t i o n s h a l l s t a t e t h a t such n o t i f i c a t i o n has been given. 

The S e c r e t a r y - D i r e c t o r may approve the unorthodox l o c a t i o n upon 

r e c e i p t o f waivers from a l l o f f s e t operators or i f no o f f s e t operator 

has entered an o b j e c t i o n t o the unorthodox l o c a t i o n w i t h i n 20 days 

a f t e r the S e c r e t a r y - D i r e c t o r has rec e i v e d the A p p l i c a t i o n . 

RULE 6. A •vflell s h a l l be c l a s s i f i e d as a gas w e l l i f i t has 

a gas l i q u i d r a t i o o f 30,000 or more cubic f e e t o f gas per b a r r e l 

of l i q u i d hydrocarbons. 

A w e l l s h a l l be c l a s s i f i e d as an o i l w e l l i f i t has a 

gas l i q u i d r a t i o of less than 30,000 cubic f e e t o f gas per b a r r e l 

of l i q u i d hydrocarbons. 

The simultaneous d e d i c a t i o n o f any acreage t o an o i l 

w e l l and a gas w e l l i s p r o h i b i t e d . 

RULE 7. The l i m i t i n g g a s - o i l r a t i o s h a l l be 8,000 cubic 

f e e t o f gas f o r each b a r r e l o f o i l produced. 
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RULE 8. That the depth bracket a l l o w a b l e f o r o i l w e l l s i n 

the South Dagger Draw Pool should be 267 b a r r e l s of o i l per day 

i n accordance w i t h Rule 505 of the Commission Rules and Regula­

t i o n s . I n the event th e r e i s more than one o i l w e l l on a 320-acre 

o i l p r o r a t i o n u n i t , the operator may produce the amount of o i l 

assigned from the u n i t from the w e l l s on the u n i t i n any 

p r o p o r t i o n . 

Subject t o the p r o v i s i o n s o f Rule 9, a gas w e l l s h a l l be per­

m i t t e d t o produce a l l amounts o f o i l which i t may be capable o f 

producing i n a s s o c i a t i o n w i t h the p r o d u c t i o n o f gas. 

RULE 9. An o i l or gas w e l l s h a l l be p e r m i t t e d t o produce 

t h a t amount o f gas obtained by m u l t i p l y i n g the top u n i t o i l 

a l l o w a b l e f o r the pool by the l i m i t i n g g a s - l i q u i d r a t i o f o r the 

pool and by a f r a c t i o n , the numerator o f which i s the number of 

acres dedicated t o the p a r t i c u l a r w e l l and the denominator o f 

which i s 320. I n the event th e r e ismore than one w e l l on a 

320-acre p r o r a t i o n u n i t , the operator may produce the amount of 

gas assigned t o the u n i t from the w e l l s on the u n i t i n any pro­

p o r t i o n . 

RULE 10. The operator of each newly completed w e l l s h a l l 

cause a g a s - l i q u i d r a t i o t e s t t o be taken on th e w e l l upon com­

p l e t i o n o f the w e l l and i n any event such t e s t s h a l l be commenced 
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not l a t e r than 30 days from the date o f f i r s t p r o d u c t i o n o f the 

w e l l ; provided however, any w e l l which i s s h u t - i n s h a l l ' b e exempt 

from the g a s - l i q u i d r a t i o t e s t requirement so long as i t remains 

s h u t - i n . The i n i t i a l g a s - l i q u i d r a t i o t e s t s h a l l be taken i n the 

manner p r e s c r i b e d by Rule 11. I f the g a s - l i q u i d r a t i o i s 30,000 

cubic f e e t of gas per b a r r e l o f l i q u i d hydrocarbons, or more, the 

operator s h a l l not produce the w e l l u n t i l b e n e f i c i a l use can be 

made of the gas. 

RULE 11. G a s - l i q u i d r a t i o t e s t s s h a l l be taken on a l l w e l l s 

d u r i n g the months of March and September o f each year. The i n i t i a l 

g a s - l i q u i d r a t i o t e s t s h a l l s u f f i c e f o r the f i r s t semi-annual t e s t . 

Tests s h a l l be 24 hour t e s t s , being the f i n a l 24 hours o f a 72 hour 

p e r i o d d u r i n g which the w e l l s h a l l be produced a t a constant normal 

r a t e o f p r o d u c t i o n . Results o f such t e s t s s h a l l be f i l e d on Commis­

s i o n Form C-116 on or before the 10th day o f the f o l l o w i n g month. 

At l e a s t 72 hours p r i o r t o commencement o f any such g a s - l i q u i d r a t i o 

t e s t s , each operator s h a l l f i l e w i t h the a p p r o p r i a t e d i s t r i c t o f f i c e 

o f the Commission a t e s t schedule f o r i t s w e l l s s p e c i f y i n g the time 

each o f i t s w e l l s i s t o be t e s t e d . Copies o f the t e s t schedule s h a l l 

a l s o be f u r n i s h e d t o a l l o f f s e t o p e r a t o r s . Commission d i s t r i c t 

s u p ervisors may g r a n t exceptions t o the above t e s t requirements where 

i t i s demonstrated t h a t w e l l s produce no l i q u i d s . 

S p e c i a l t e s t s s h a l l also be taken a t the request o f the 

S e c r e t a r y - D i r e c t o r and may also be taken a t the o p t i o n of th e operator. 

Such s p e c i a l t e s t s s h a l l be taken i n accordance w i t h the procedures 

o u t l i n e d hereinabove, i n c l u d i n g n o t i f i c a t i o n t o the Commission and 

o f f s e t o p e r a t o r s . 
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RULE 12. Any w e l l completed a f t e r the e f f e c t i v e date of 

these r u l e s s h a l l r e c e i v e an allo w a b l e only upon r e c e i p t by the 

ap p r o p r i a t e d i s t r i c t o f f i c e of the Commission o f Commission Forms 

C-104 and C-116, p r o p e r l y executed. The supe r v i s o r o f the 

d i s t r i c t o f f i c e i s also a u t h o r i z e d t o assign a temporary gas 

allow a b l e t o w e l l s connected t o a gas t r a n s p o r a t i o n f a c i l i t y 

d u r i n g the recovery o f load o i l . 

RULE 13. An i n i t i a l s h u t - i n pressure t e s t s h a l l be taken on 

each gas w e l l and s h a l l be rep o r t e d t o the Commission on Form C-125. 

RULE 14. The monthly gas p r o d u c t i o n from each gas w e l l s h a l l 

be metered s e p a r a t e l y and the gas p r o d u c t i o n therefrom s h a l l be 

re p o r t e d t o the Commission on Form C-115 so as t o reach the Commis­

s i o n on or before the 24th day o f the month next succeeding the month 

i n which the gas was produced. The operator s h a l l show on such 

r e p o r t what d i s p o s i t i o n has been made of the produced gas. 

RULE 15. Each purchaser or ta k e r o f gas s h a l l submit a r e p o r t 

t o the Commission so as t o reach the Commission on or before the 

15th day o f the month next succeeding the month i n which the gas was 

purchased or taken. Such r e p o r t s h a l l be f i l e d on Form C - l l l w i t h 

the w e l l s being l i s t e d i n the same order as they are l i s t e d on the 

a p p r o p r i a t e p r o r a t i o n schedule. 

RULE 16. A l l t r a n s p o r t e r s or users o f gas s h a l l f i l e gas 

w e l l connection n o t i c e s w i t h the Commission as soon as p o s s i b l e 

a f t e r the date of connection. 

RULE 17. Any w e l l whose c l a s s i f i c a t i o n has changed from gas 

t o o i l as the r e s u l t o f a g a s - l i q u i d t e s t or which has been so 



r e c l a s s i f i e d by the Commission on the basis of p r o d u c t i o n h i s t o r y 

s h a l l have an o i l a l l o w a b l e assigned i n accordance w i t h the Commis­

sion's statewide r u l e s w i t h respect t o a 40-acre t r a c t allowable 

f o r an o i l w e l l . 

RULE 18. The date 7:00 A.M., January 1 o f each year s h a l l be 

known as the balancing date, and the twelve months f o l l o w i n g t h i s 

date s h a l l be known as the gas p r o r a t i o n p e r i o d . 

RULE 19. Any gas w e l l which has an underproduced s t a t u s as 

of the end o f a gas p r o r a t i o n p e r i o d s h a l l be allowed t o c a r r y such 

underproduction forward i n t o the next gas p r o r a t i o n p e r i o d and may 

produce such underproduction i n a d d i t i o n t o the a l l o w a b l e assigned 

d u r i n g such succeeding p e r i o d . Any allo w a b l e c a r r i e d forward i n t o 

a gas p r o r a t i o n p e r i o d and remaining unproduced a t the end o f such 

gas p r o r a t i o n p e r i o d s h a l l be c a n c e l l e d . 

RULE 20. Production d u r i n g any one month o f a gas p r o r a t i o n 

p e r i o d i n excess o f the a l l o w a b l e assigned t o a w e l l f o r such month 

s h a l l be a p p l i e d against the underproduction c a r r i e d i n t o such p e r i o d 

i n determining the amount o f al l o w a b l e , i f any, t o be can c e l l e d . 

RULE 21. Any w e l l which has an overproduced s t a t u s as of 

the end o f a gas p r o r a t i o n p e r i o d s h a l l c a r r y such ove r p r o d u c t i o n 

forward i n t o the next gas p r o r a t i o n p e r i o d , provided t h a t such 

ov e r p r o d u c t i o n s h a l l be compensated f o r d u r i n g such succeeding p e r i o d . 

Any w e l l which has not compensated f o r the o v e r p r o d u c t i o n c a r r i e d 

i n t o a gas p r o r a t i o n p e r i o d by the end o f such p r o r a t i o n p e r i o d 

s h a l l be shut i n u n t i l such o v e r p r o d u c t i o n i s compensated f o r . I f , 

at any time, a w e l l i s overproduced an amount e q u a l l i n g three times 
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i t s c u r r e n t monthly a l l o w a b l e , i t s h a l l be shut i n du r i n g t h a t 

month and each succeeding month u n t i l the w e l l i s overproduced 

less than t h r e e times i t s c u r r e n t monthly a l l o w a b l e . 

RULE 22. The allowable assigned t o a w e l l d u r i n g any one 

month of a gas p r o r a t i o n p e r i o d i n excess o f the pro d u c t i o n f o r 

the same month s h a l l be ap p l i e d a g a i n s t the overproduction c a r r i e d 

i n t o such p e r i o d i n determining the amount o f overproduction, i f 

any, which has not been compensated f o r . 

RULE 23. The Commission may a l l o w o v e r p r o d u c t i o n t o be com­

pensated f o r a t a l e s s e r r a t e than would be the case i f the w e l l 

were completely shut i n upon a showing a f t e r n o t i c e and hearing 

t h a t complete shut i n o f the wel 1 would r e s u l t i n m a t e r i a l damage 

t o the w e l l or r e s e r v o i r . 
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