Cése No. 7522
Order No. R-€ 3 ~

drainage within the assigned unit or the permissible drainage
area outside the unit.

(15) That the production limitation factor should be based
upon the variation of the location from a standard location and
the 66.7-acre encroachment described in Finding No. (14) above,
and should be calculated by averaging the north/south location
factor (100 percent), the east/west location factor (33 percent)
and the acreage encroachment factor (79 percent), which yields a
production - limitation factor of 0.71.

(16) That in the absence o0f any special rules and
regulations for the prorationing of production from the subject
well, the aforesaid production limitation factor should be
applied against the well's ability to produce into the pipe line
as determined by periodic tests.

(17) That in order to avoid premature abandonment and
subsequent loss of recoverable reserves, provision should be
.made for a reasonable minimum allowable for the subject well,
and 500,000 cubic feet of gas per day is a reasonable figure for
a minimum allowable.

(18) That approval to drill the proposed well at the
unorthodox location described in Finding No. (2) above, subject
to the Production Limitation Factor described in Finding No.
(15) above, or in the alternative, to drill at the unorthodox
location described in Finding No. (9) above, will not impair but
will protect correlative rights, will not cause waste, and
should be given. .

IT IS THEREFORE ORDERED:

(1) That the applicant, Santa Fe Exploration Co., is
hereby authorized to drill a well to test the Permo-Penn,
Strawn, Atoka and Morrow formations at a point 660 feet from the
North line and 660 feet from the West line of Section 14,
Township 20 South, Range 25 East, NMPM, Eddy County, New Mexico,
subject to a Production Limitation Factor of 0.71 applicable as
described below, or, in the alternative, to drill said well at
an unorthodox location 1780 feet from the North line and 1780
feet from the West line of said Section 14 without penalty, in
either case to be dedicated to the N/2 of said Section 14.

(2) That in the absence of any Special Rules and
Regulations prorating production from the subject well, the
following Special Rules and Regulations for a non-prorated gas
well shall apply, if the well is drilled at the location first
described in Paragraph (1) above:
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