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BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
STATE LAND OFFICE
SANTA FE, NEW MEXICO
Wednesday, September 27, 1972 at 11:10 A.M.

EXAMINER HEARING

IN THE MATTER OF:

Application of Pennzoil Company for pool
reclassification, special pool rules,
and a non-standard proration unit,
Roosevelt County, New Mexico.

Docket No. 21-72
Case No. 4832

R . g S

BEFORE:

35

ELVIS A. UTZ, Examiner

TRANSCRIPT OF HEARING
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PROCEEDTINGS

MR. UTZ: The hearing will come to order, please.
We will take the next case 4832, |

MR, KELLAHIN: I am Tom Kellahin, Xellahin and Fox,
Santa Fe, New Mexico, appearing for the applicant Pennzoil
Company and I have one witness to be sworn.

MR, HATCH: Case 4832, Application of Pennzoil
Company for pool reclassification, special pool rules, and a no
standard proration unit, Roosevelt County, New Mexico.

(Whereupon, Mr. J. C. Raney was called to the

stand and sworn.)

MR, J. C. RANEY

having been first duly sworn according to law, upon his oath,
testified as follows:

DIRECT EXAMINATION

BY I TOM KELLAHIN:

Q Please state your name and occupation for the record,
please.
A J. C. Raney. I am a petroleum engineer with Pennzoil

company in Midland.

Q Have you previously testified befcrce this Commission or
one of its hearing examiners and made your gualifications
as a petroleum engineer a matter of record and have been

_accepted by the Commission?
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Q Have you examined and are you familiar with the fact

this particular application by pennzoil?

A ves, 1 am.

MR. KELLAHIN: MY . Examiner, are the witness's

qualifications acceptable?

MR . EXAMINER: yes, they are.

0 (By Mr-. Kellahin) Mr . Raney, will you please state

priefly what the applicant is seeking py this application.

10| A pennzoil requests the creation of an associated pool and

i an adoption of temporary pool rules for the production of

oil and/ocr gas from the Northwest Todd-San andres pool.

13 we request the provision for an 80 acre oil spacing and

14 320 acre 9as spacing and the adoption of a 1imiting gas~
18 oil ratio of 10,000 ro 1 and the establishment of the

16 classification of wells pased ON 30,000 cubic feet per

17 parrel and a non—standard oil proration unit cot.sisting of
18 Northwest guarter of the SOuthwest guartexr and Southwest
19 Quarter of the Northwest guarter of gection 8, Township 7
20 gouth, randge 34 Bast, Roosevelt county, New Mex1icO. we
21 also request Lhat the pool rules EOL the xorthwest Todd-
22 gan Andres gas pool not be apolished at this time. we

23 also reguest that these pool rules that we are requesting
24 pe made on a temporary pasis.

How many exnipits have you prepared for this application?

25 Q
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I have three exhibits.

Please refer to what has been marked Applicant's Exhibit 1
and identify it and explain what information it contains.
Exhibit 1 is a structure map of the San Andres pi marker,
a recognized geological marker in this area, and shows

the general structure of the San Andres formation. The
structure shown on Exhibit 1 indicates a separation from
the Todd-San Andres pool to the Southeast, as do the dry
holes in Section 20 and 29, Township 7 South, 35 East.
Also the three wells along the north and west sides of the
Todd pool have performed poorly, indicating their being
edge wells, The Pennzoil's Superior State Number 1 was
pexforated in the interval forty-two thirty-one to forty-
two sixty-one feet and after treatment with 11,000 galilons
of acid, the well flowed 2.472 million cubic feet of gas
per day, a pressure of 900 pounds. Essentially no
measurable liquids were produced at that time. The
calculated absolute :z::;;ew was 5,000,000 cubic feet of
gas per day. Also the initial bottom-hole pressure ox
shut-in bottom-hole pressure of the Superior State Number
1 was 1277 pounds which is approximately 20 pounds ox two
psig higher than the original bottom-hole pressure in the
Todd-8an Andres poocl. Wells in the Todd-San Andres were
drilled seven years before the Superior State Number 1,

this indicating separaticn in a separate source of supply.
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i MR. HATCH: Mr. Rarey, let me interrupt just a

2| moment. I think you said a minute ago 34.

3 THE WITNESS: 35.
4 MR. HATCH: Okay.
5] Q (By Mr. Kellahin) Do you want to make any comments about
& 6 the San Andres well in Section 9?
[ ]
B -gg 7{ A Yes. This is the well in the Northeast Quarter of Section
EE 8 " 9 operated as the Cactus Kiwanis State Number 1. It was
EE 9 a shut-in gas well and was put on the line at the same
_EE 10 time the Pennzoil well was put on. At the time the wells
E% 1 were put on the line the Cactus well had approximately
2
= - 150 pounds less shut-in tubing pressure and the Cactus
o
» i§ gg well is currently producing approximately 1 million cubic
| gg 14 feet of gas per day with .58 barrels of high gravity
W
;% 15 concentrate. It was perfcrated in the upper portion of
o .
gg 16 the San Andres pay interval approximately forty-one eighty
W
gg 17 to forty-two zero eight. The well located in the Northwest
P
%é 18 Quarter of Section 9 was reported as a dry hole. The well
a3«
é; 19 is structurally high to the well in the Northeast Quarter
a
é% 20 of Section 9 and should have been productive. I don't
é% 21 know what the real problem was on this, I attempted to
o 0
EE 22 find out prior to this hearing.
aw
éf 23 0 Do you have any information with regards to Pennzoil
gg 24 Superior State Number 1 that you would like to place in
25| the record?
m
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Yes. The Pennzoil Company's Superior State Number 1 was
shut-in gas well from February 1971 and was put on the
line on July 10, 1972. The shut-in wellhead pressure on
July 10, 1972 was 1170 psi. During July 1972, approxi-
mately 22 days of production, the well produced at an
average rate of 879 MCF of gas per day with an average
flowing tubing pressure of 1,095 psi. During this period,
no measurable liguids were produced. During the first 13
days of August, the well produced at an average rate of
827 MCF per day with an average flowing tubing pressure
of 960 psi. There was some liguid production during this
period accounting for the setting of production tanks.
From August 14, 1972 through September 15, 1972 the well
produced a total of 25,374 MCF of gas plus 530 barrels

of 29 degree gravity oil at 60 degrees Fahrenheit plus 276
rarrels of water. The gas-oil ratio during this period
was 47,875 to 1 and the gas-liguid ratio was 31,481 to 1.
The water production during this period is 34.2 per cent
of the total liguid production. Based on the production
history just discussed, the need for the creation of an
associated pool for the producticn of o0il and/or gas from
the Northwest Todd-San Andres pool is indicated.

Refer to what has been marked Applicant's Exhibit 2 and I
ask you to identify it and explain what information it

contains,
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_been determined from the available logs and data obtained

Exhibit 2 is the estimated economics and a comparison of
the economics for the drilling on 160 acre gas spacing
and a 40 acre oil versus 320 acre spacing and an 80 acre
oil spacing. The estimated reserves are volumetrically
calculated, but they are substantiated by the performance
of other San Andres wells in other fields in the area.
The total revenue after royalty and severance taxes is
calculated to be $256,620 for 160 acre and $207,690 for
320 acre spacing. Drilling and completion cost is
$70,000 per well and operating cost is $300 per well per
month. Total expense of $183,200 for two wells on 160 acrje
spacing and $98,800 for one well on 320 acre spacing.

A profit of $73,420 with a profit to investment ratio of
0.52 is indicated from two wells on 160 acre spacing.
These profit indicators are not adeqguate for further
development drilling on 160 acre spacing.

Based on the information contained in Exhibit 2, what is
your opinion with regards to the economics of your spacing
here for 320 on ycur gas well and 80 acres on your oil?
Well, from *his evidence, drilling on anything less than
320 acres cannot be economically justified.

Refer to what has been marked as Applicant's Exhibit 3
and I ask you to explain what information it contains.

Exhibit 3 is the average reservoir properties that have

Lt
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from the drilling of this Superior State Number 1.
Based on the data shown on Exhibit 3 it is my opinion
that a well on 320 acre spacing for gas and 80 acre
spacing for oil is capable of draining the proposed unit
sizes. As stated in our application we would like to

{ t'mf\""b%
recommend approval cf emitting(fas-oil ratio 10,000 cubic
feet of gas per barrel. This limitation would allow
sufficient producing rate to be economical to evaluate
the reservoir performance and yet not high enough to
create irreparable reservecir damage.
Do you have any recommendations as to a GOR ratio in your
definition of what will be a gas and what will be an oil
well?
Yes. We would like to recommend a well producing with a
gas~oil ratio of 30,000 cubic feet of gas per barrel or
greater be classified as a gas well and a well with a yas-—
olil ratio of less than 30,0C0 be classified as an oil well
The state-wide rules provide for 100,000 to 1l .classifica-
tion: 1isn't that correct?
Yes,

Why have vyou got the 30,000 to 1?2

From the daily field production data that has been gathere
it can be concluded that gas-oil ratios on the Superior

State fluctuates greatly and for this reason there is a

d,

possibility that the well may revert back to a gas well

L




race 10
1 in the future.
2 Q On your Exhibit 1 here you have indicated a non-standard
g 3 proration unit. You haven't crossed the section lines
4 here but it is a non-standard location. Why have you
- 51 sought that, Mr. Raney?
: :‘ 6l B Our reason for this is to-~the State owns the royalty
(]
) = 7 under the entire communitized or unitized area in the West
S
: (X ) 8 Half of Section 8, but there is a difference in the over-
(&
EE 9 riding royalty interest in the north than there is in the
K-*] 10 south and the location of this well makes it imperative
-v
1= 1 that we do include the North Half because of drainage.
-
{g - We feel that in order to protect the correlative rights
— 2
< 5. ) L.
_gg 92 13 of the owners in the North Half of the communitized gas
e
w0
- 14 proration unit and to be compensated for drainage that
o
z3z
R 13 will occur from under their property in this well, we
2 Z
a .
§§ 16 recommend the approval of a non-standard oil proration uni
(e N 4
D W
§§ 17 consisting of the Northwest Quarter, Southwest ~ arter
s 2
- 4
33 18 and the Southwest Quarter, Northwest Quarter of Section 8,
3
Yl Township 7 South, Range 35 East ito be dedicated to this
52 19
¥
g; 20 well.
"
§; 21 0 In conclusion then, Mr. Raney, is it your opinion that
. Z
00
. 22 approval of this application is in the best interest of
62
a
ég 23 conservation in that it will prevent waste and protect the
- 24 correlative rights of others?
x| A Yes, and we fecel that on this spacing it will prevent the
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1 drilling of unnecessary wells and that it will prevent
2 economic loss to the operator and we do feel that we can
%‘ ¢ 3 drain sufficiently the area as shown on Exhibit 2. You
L 4 can see that there is some difference in the total recover
S there, but the economics don't justify drilling on anythin
R 6 less than 320 acre spacing.
.Eg Ti Q Do you have anything else that you would like to add?z
EE 8| A We would like to propose that these rules be adopted on
E; 9 a temporary basis for a period of one year and during this
.gg 10 time we would be able to gather sufficient data to make
Ei 1 further recommendations as to permanent field rules.
f% Q Were Exhibits 1 through 3 prepared by you or under your
8 direction?
: -
f 14 A Yes, sir.
| 15 MR. KELLAHIN: Mr. Examiner, we move the introduction

16 | of Applicant's Exhibits 1 through 3.

17 MR. UTZ: Without objection Exnibils 1 through 2 will

18 be entered into the record of this case.

19 MR. KELLAHIN: We have nothing further on direct
20 examination.

21
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San Andreg We perforated thr0u~h the entire Interyyy
1r aboye Yhat ywe calculated to pe Watey
18 o Is there any Other ., 11s N thig pPool>
19/ 4 No, Sir, not j, thig Areg up there.
2/ ¢ Ir there are po cil wells, how do we havye an es0ciated
2 / bool»
22/ a Becayge Of the character Of the liquid that ;4 being
23 Prodyceg The lvquid 1S not 4 Natyra; gas liquid. It
24 an ojj Of what I woulg Consiger an 011, 5 29 gravity at
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What would the oil allowable or the depth factor be for
4200 foot depth?

On the current basis it would be 160 barrels per day sub-
ject to any pehalty because of excessive gas-oil ratio.

So you would be asking for an allowable of 160 times 10
times 4; is that correct?

Yes, sir. What my understanding of gas allowable would be
1.6 million per day. We are producing right now appro- |
ximately three-guarters of a million or 750 MCF per day.
Based on this fg% acre allowable this would give us 160
barrels subject to a penalty factor of approximately--

it would be penalized by a factor of 25 per cent or an
allowable of 40 barrels per day which is, we feel, we will
never need this. We would like to be able to produce it
at a current rate.

So to summarize, you are asking this pool to be classified
to an associated pool from a gas pooi. You are asking

for special rules to this effect and then you are asking
for a non-standard proration unit consisting of qguarter-
quarter sections across quarter section line?

Yes, sir, across the half section line there in the VWest
Hal€f.

MR, UTZ: Are there other questions?

MR, PORTER: I missed the first part of your testi-

mony, Mr. Raney. Do you expect additional development in the
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pool?

THE WITNESS: it will be to either the Northeast oy

Northwest. We don't feel 1ike that there is sufficient in the

T

SOutheast here and we would g© to the Northeast or Northwest.

We will want to evaluete this. I have predicted some recovery

rates and economics on it.

MR . PORTER: Thank You-

MR. KELLAHIN: That would lead ro pattern developmen

in that area, would it not?

THE WITNESS: ves, sic.

are there other questions? Witness may be

case be raken undex advisement.

dearriey, meier & mMe cormick -

14 THE WITNESS: 1 would 1jke to make one correction on

15 Exhibit Number 3 in the curxent wottom-hole pressure, this is

6 2 typing erxror. That chould be ten sixty-six.

17 M. «ELLAHIN: Tt is ten sixty—four on the exhibit ©
18 ten forty—six. it should be ten sixty-sixX.
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Applicant's Exhibit Number 1 -
gtructure map of the San andres
pi marker

Applicant's Exhibit Number 2 -~
Estimated economics and compar ison
of economics for drilling

Applicant's Exhibit Number 3 -~
pverage reservolr properties

PAGE 15

MR. J. C. RANEY
Direct Examination by Mr. Tom Kellahin 3
Ccross Examination by Mr. Utz 12
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2 STATE OF NEW MEXICO
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COUNTY OF BERNALILLO )
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4 I, MARCIA J. HUGHES, court Reporter, do hereby certify
s! that the above and foregoing pages are a true and correct
6| transcript of the proceedings had pbefore the New Mexico 0il

7| conservation Commission on wednesday, September 27, 1972.
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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:

CASE NO. 4832
Order No., R-4441

APPLICATION OF PENNZOIL COMPANY
FOR POOL RECLASSIFICATION, SPECIAL
POOL RULES, AND A NON-STANDARD
PRORATION UNIT, ROOSEVELT COUNTY,
NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on September 27,
1972, at Santa Fe, New Mexico, before Examiner Elvis A. Utz.

NOW, on this 57+p day of November, 1972, the Commission,
a quorum being present, having considered the testimony, the
record, and the recommendations of the Examiner, and being
fully advised in the premises,

FINDS:

(1) That due public notice having been given as reguired
by law, the Commission has jurisdiction of this cause and the
subject matter thereof.

(2) fThat the applicant, Pennzoil Company, seeks the
creation of a new ponl for the vroduction of gas from the
San Andres formation for its Superior State "COM" Well No. 1,
located in Unit L of Section 8, Township 7 South, Range 35 East,
NMPM, Roosevelt County, New Mexico.

(3} That the applicant further seeks approval of an B80-
acre non-standard oil proration unit in the subject pool com-
prising the NW/4 8W/4 and the SW/4 NW/4 of the above-described
Saction 8 to be dedicated to the above-described Superior State
"COM' Well WNo. 1.

(4) That said well 1s currently claszsified as a gas well
in the Northwest Wodd-San Andres Pocl.

(5) That the evidence presently available established
that the subject well is a gas~cap well in the Horthwest Todd-
San Andres Pool.

B i v 508 e S o b A Aot A P S = .
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(6) That the evidence presently available further estab-
lishes that the Northwest Todd-San Andres Pool should be
reclagsified as an associated pool and that Special Rules
and Regulations should be promulgated therefor.

ot A S

(7) That the reservoir characteristics of the subject
pool indicate that the gas area can be efficiently and
economically drained and developed on 320-acre spacing, and
that the oil area can be efficiently and economically drained
and developed on 80-acre spacing.

(8) That the reservoir characteristics of the subject i
pool presently available justify the definition of a gas well
as a well producing with a gas-liquid ratio of 30,000 or more
cubic feet of gas per barrel of liquid hydrocarbons.

{9) That the reservoir characteristics of the subject pool
presently available justify the establishment of a gas-liquid
ratio limitation of 5,000 cubic feet of gas per barrel of liquid
hydrocarbons.

[PV

(10) That special rules and regulations providing for 320-
acre gas well spacing and 80-acre oil well spacing should be
promulgated for the subject pool in order to prevent the
economic loss caused by the drilling of unnecessary wells, avoid !
the augmentation of risk arising from the drilling of an exces-
sive number of wells, prevent reduced recovery which might result
from the driliing of too few wells, and otherwlse prevent waste
and protect correlative rights. :

(11) That the special rules and regulations should provide
for the classification of a gas well as a well producing with
a gas-liquid ratio of 30,000 or more cubic feet of gas per ;
barrel of ligquid hydrocarbons and should provide for a gas- i
liquid ratio of 5,000 cubic feet of gas per barrel of liguid ;
hydrocarbons in order to afford to the owner of each property
in the pool the opportunity to produce his just and equitable :
share of the oil or gas, or both, and for this purpose to use :
his just and equitable share of the reservoir energy. '

(12) That the special rules and regulatimrns should establish
proration rules for gas wells in order to prevent waste and :
protect correlative rights, and should establish 1,500 Mcf perx
day as the maximum allowable for a gas well located on a

atandard 320-acre unit,

{13} That the above~described non-standard oll proration
unit can be efficiently and economically drained and developed
by the subject well.

{14) “That the request for approval for the non-standard
0il proration unit should be approved.
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IT IS THEREFORE ORDERED:

(1) That effective December 1, 1572, the Northwest
Todd-San Andres Pool, as previously defined and described, is
hereby reclassified as the Northwest Todd-San Andres Associated
Pool, Roosevelt County, New Mexico.

(2) That, effective December 1, 1972, Special Rules and
Regulations for the Northwest Todd-San Andres Associated Pool,

Roosevelt County, New Mexlico, are hereby promulgated as follows:

SPECIAL RULES AND REGULATIONS
FOR THE
NORTHWEST TODD-SAN ANDRES ASSOCIATED POOL

RULE 1. Each well completed or recompleted in the North- .

west Todd-San Andres Associated Pool or in the San Andres
formation within one mile thereof, and not nearer to or within
the limits of another designated San Andres pool, shall be
spaced, drilled, operated, and produced in accordance with the
Special Rules and Regulations hereinafter set forth.

RULE 2. (a) Bach gas well shall be located on a standard
unit consisting of approximately 320 acres which shall comprise
any two contiguous quarter saections of a single governmental
saction, being a legal subdivision (half section) of the United
States Public Land Surveys. For purposesd of these rules, a
unit consisting of between 316 and 324 contiguous surface
acres shall be considered a standard unit.

(b} Each o0il well shall be located on a standard
unit containing 80 acres, more or less, consisting of the N/2,
8/2, E/2, or W/2 of a single governmental quarter section;
provided however, that nothing contained herein shall be
construad as prohibiiing the dxrilling of a2 well on each of
the quarter-quarter sections in the unit. For purposes of
these rules, a unit consisting of between 79 and 81 contiguous
gsurface acres shall be considered a standard unit.

RULE 3. The Secretary-Director of the Commission may
grant an exception to the requirements of Rule 2 (a) without
notice and hearing when an application has been filed for a
non-gstandard unit and the unorthodox size or shape of the unit
i8 necessitated by a variation in the legal subdivision of the
United States Public Land Suxrveys, or the following facts exist
and the following provisions are complied with:

{a} The non-standaxd unit consists of quarter-guarter
sections or lots that are contiguous by a common
bordering side.

L e e .4 b A SN s i A g A . P el A
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(b) The non-standard unit lies wholly within a
governmental half section and contains less
acreage than a standard unit.

(c) The applicant presents written consent in the
form of walvers from all offset operators and
from all operators owning interests in the
half section in which the non-standard unit
is situated and which acreage is not included
in said non-standard unit.

(d) 1In lieu of paragraph {c¢} of this rule, the
applicant may furnish proof of the fact that
all of the aforesaid operators were notified
by registered or certified mail of his intent
to form such non-standard unit. The Secretary-
Director may approve the application if no such
operator has entered an objection to the forma-
tion of such non-standard unit within 30 days
after the Secretary-Director has received the
application.

RULE 4. Each well drilled in a known oil productive area
shall be located no nearer than 330 feet to any guarter~quarter
section line, and each well drilled in a known gas-productive
area shall be located within 150 feet of the center of a quarter-
quarter section.

RULE 5. A well shall be classified as a gas well if it
has a gas-1ligquid ratio of 30,000 or more cubic feet of gas per
barrel of liquid hydrocarbons. A well shall be classified as
an oil well if it has a gas-liquid ratio of less than 30,000
cubic feet of gas per barrel of liquid hydrocarbons. The
simultaneous dodication of anv acreage to an oil well and a gas
well is prohibited.

RULE 6. That the limiting gas-oil ratio shall be 5,000
cublic feet of gas for each barrel of oil prcduced.

RULE 7. An oil well which has 80 acres dedicated to it

o o v i i 0t

Ehre A e s e k@bt ek s s

shall be permitted to produce only that amount of gas detexmined

by multiplying the top unit oil allowable for the pool by the
limiting gas-liquid ratio for the pool. In the event there is
more than one o0il well on a 80-acre oil proration unit, the
operator may produce the allowable assigned to the 80-acre unit
from the wells on the unit in any proportion.

A gas well located on a standard 320-acre proration
unit shall be permitted to prcduce a maximum of 1,500 MCYF of
gas per day. In the event there is more than one gas well on
a 320~acre gas proration unit, the operator may produce the
amount. of gasg asgsigned to the unit from the wells on the unit
in any proportion.
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RULE 8. The cperator of each newly completed well shall
cause a gas-liquid ratio test to be taken on the well upon
recovery of all load oil from the well, provided however, that
in no event shall the tast be commenced later than 30 days from
the date of firat production unless the well is connected to a
gas-gathering facility and is producing under a temporary gas
allowable assigned in accordance with Rule 11. Any well which
is shut in shall be exempted from the gas-liquid ratio test
requirement so long as it remains shut in. The initial gas-
ligi< ratio test shall be taken in the manner prescribed by
Rule 9, If the gas-liquid ratio is 30,000 cubic feet of gas !
per barrel of liquid hydrocarbons, or more, the operator shall {
not produce the well until beneficial use can be made of the gas.§

it b 2 g on 4 e e 4

RULE 9. Gas-liquid ratio tests shall be taken on all wells ;
during the month of November of each year. The initial gas- i
liquid ratio test shall suffice as the first annual test. Tests |
k | shall be 24-hour tests, being the final 24 hours of a 72-hour period
E during which the well shall be produced at a constant normal
- rate of production. Results of such tests shall be filed on
Commission Form C-116 on or before the 1l0th day of the following
month. At least 72 hours prior to commencement of any such gas-
liguid ratio tests, each operator shall file with the appropriate:
district office of the Commission a test schedule for its wells
specifying the time each of its wells is to be tested. Copies !
of the test schedule shall also be furnished to all offset i
5 i operators. The Commission's district supervisor may grant !
’ -i exceptions to the above test requirements where it is demonstrated
that wells produce no liquids.

o A 8 et mim s

¢ Special tests shall also be taken at the request of

! the Secretary-Director and may alsc be taken at the option of !
l the operator. Such special tests shall be taken in accordance

i with the procedures cutlined hereinabove, including notification
to the Commiceion and offaat onerators.

RULE 10. An initial shut-in pressure test shall be taken
on each gas well and shall be reported to the Commission on
Form C--125,

RULE 11. Any well completed after the effective date

of these rules shall receive an allowable only upon receipt

by the appropriate Commission district office of Commission
Forms C-104 and C-116, properly executed. ‘The District Super-
visor of the LOMmLao*Gﬂ'S dlatrict office is hereby authorized
to assign a temporary gas allowable to wells connected to a gas
transportation facility during the recovery of load oil, which
allowable shall not exceed the number of cubic feet of gas ob-
tained by multiplying the daily top unit allowable for the pool
by the 1limiting gas-1liqguid ratio for the po~l.
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RULE 12. That the initial gas proration period shall be f
from 7:00 a.m. December 1, 1972, to 7:00 a.m. January 1, 1974. :
Subsequently, the date 7:00 a.m. January 1 of each year shall !
be known as the balancing date, and the twelve months following |
this date shall be known as the gas proration period. :
{

RULE 13. Any gas well which has an underproduced status
as of the end of a gas proration period shall be allowed to ;
carry such underproduction forward into the next gas proration J
period and may produce such underproduction in addition to the :
allowable assigned during such succeeding period. Any allowable ;
carried forward into a gae proration period and remaining un-
produced at the end of such gas proration period shall be
cancelleqd.

RULE 14. Production during any one month of a gas proration
period in excess of the allowabie assigned to a well for such
month shall be applied against the underproduction carried into
such period in determining the amount of allowable, if any, to ;
be cancelled. :

]
{
t
1
H
1
I
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RULE 15. Any well which has an overproduced status as of
the end of a gas proration period shall carry such overproduction
forward into the next gas proration period, provided that such
overproduction shall Le compensated for during such succeeding
period. Any well which has not compensated for the overproduc-
tion carried into a gas proration period by the end of such
proration period shali be shut in until such overproduction is
compensated for. If, at any time, a well is overproduced an
amount equalling three times its current monthly allowable, it
shall be shut in durIng that month and each succeeding month
until the well is overproduced less than three times its current
monthly allowable,

S o U S

{

RULE 16. The allowable assigned to a well during any one
month of a gas proration period in excess of the production for
the same month shall be applied against the overproduction carried
into such period in determining the amount of overproduction, if .
any, which has not been compensated for,

RULE 17. The Commission may allow overproduction to be
compensated for at a lesser rate than would be the case if the
well were completely shut in upon a showing after notice and
hearing that complete shut in of the well would result in
material damage to the well ox reservoir.

RULE 18. The monthly gas production from cach gas well
shall be metered scparately and the gas production therefrom
shall be reported to the Commission on Form C-115 so as to
reach the Commission on or before the 24th day of the nonth
next succeeding the month in which the gas was produced., The
operator shall show on such report what disgsposition has been
made of the produced gas.
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RULE 19. Each purchaser or taker of gas shall submit a
report to the Commission so as to reach the Commission on or
before the 15th day of the month next succeeding the month in
which the gas was purchased or taken. Such report shall be
filed on Foxm C-1lll with the wells being listed in the same
order as they are listed on the appropriate proration schedule.

[EENSN

RULE 20. Failure to comply with any provision of these
rules shall result in the immediate cancellation of allowable
assigned to the affected well. No further allowable shall be
agssigned until all rules and regulations have been complied with.:
The Secretary-Director shall notify the operator of the well and
purchaser in writing of the date of allowable cancellation and |
the reason therefor. !

A4 o e S e o A 0 S

7 RULE 21. All transporters or users of gas shall file gas ;
] well-connection notices with the Commission as soon as possible
after the date of connection.

F RULE 22. Allowables to wells whose classification has
changed from oil to gas or from gas to oil as the result of

a gas~liquid ratio test shall commence on the first day of

the month following the month in which such test was reported,
provided that a plat (Form C-102) showing the acreage dedicated
to the well and the location of all wells on the dedicated
acreage has been filed.

% ! IT IS FURTHER ORDERED:

A ML e e A 3 St e A M et et o WAl £ 0 A s P et

(1) That the locations of all wells presently drilling
to or completed in the Northwest Todd-San Andres Associated i
3 Pool or in the San Andres formation within one mile thereof are !
hereby approved; that the operator of any well having an unortho-!
dox location shall notify the appropriate district office of the ;
i Commission in writing of the name and location of the well on
! or before beceawmbeyr 1, 1072,

(2) That all operators shall, prior to December 1, 1972,
file with the Commission Form C-102 for each well showing the
acreage dedicated to the well.

(3) That an 80-acre non-standard oil proration unit
in the Northwest Todd-San Andres Associated Pool comprising
the NW/4 S¥W/4 and the SV7/4 NW/4 of Section 8, Township 7 South,
Range 35 East, NMP}, Roosevelt County, New Mexico, is hereby
established and shall be dedicated to the Pennzoil Company
Superior State “COM" Well No. 1 located in Unit L of said
Section 8, upon reclassification of said well as an oil well.
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(4) That jurisdiction of this cause 13 retained for the
entry of such further orders 23 the Commission may deem neces-

SEAL

2 ' sary.
: |
DONE at Santa Fe, New Mexico, on the day and year herein-
above designated. § |
i -
STATE OF NEW MEXICO ; {
OIL/CONSERVATION COMMISSION g |
" g /S g |
‘ ’ Nl Pasard | |
Rués & NG, Chdirman Z
%
" !
|
: !
|
‘ A. L. PORTER, Jr., Member & Secretary |

dr/







Docket No. 21-72

DOCKET: EXAMINER HEARING - WEDNESDAY - SEPTEMBER 27, 1972

9 AM. - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING - SANTA FE, NEW MEXICO

The following cases will be heard before Elvis A. Utz, Examiner, or Daniel S.
Nutter, Alternate Examiner:

CASE 4829:

CASE 4830:

CASE 4831:

GASE 4832:

CASE 4833:

Application of Coastal States Gas Producing Couwpany for a special
depth bracket allowable, Lea and Roosevelt Counties, New Mexico.
Applicant, in the above~styled cause, seeks the establishment of a
special depth bracket allowable greater than the present allowable
for the Vada-Pennsylvanian Pool, Lea and Roosevelt Counties, New
Mexico. .

Application of Mobil 041l Corpouration for a unit agreement, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks approval of
the North Vacuum-Abo Unit Area comprising 5,680 acres, more or less,
of Federal, State, and Fee lands in Township 17 South, Ranges 34 and
35 East, Lea County, New Mexico.

Application of Mobil 01l Corporation for a pressure maintenance project,
Lea County, New Mexico. Applicant, in the above-styled cause, seeks
authority to institute a pressure maintenance project in its Rorth
Vacuum~Abo Unit Aresa by the injection cf fluid into the North Vacuum—
#bo Pool tkhrough 34 wells located in Township 17 South, Ranges 34 and
35 East, Lea County, New Mexico.

Applicant further seeks a procedure whereby additional producing and
injection wells may be approved without notice and hearing.

Application of Pennzoil Company for pool reclassification, special
pool rules, and 3 noa-standard proration unit, Roosevelt County, New
Mexico., Applicant, in the above-styled cause, seeks the reclassifi-
cation of the Northwest Todd-San Andres Gss Pool to an associated

pool for the production of gas and oil ani the promulgation of specilal
rules therefor inciuding provisions for the classification of oil and
gas wells, o0il and gas spacing, and a gas-oil ratio limitation of
10,000 cublc feet of gas per barrel of oil,

Applicant further seeks approval of an 80-acre non~standard oil
proration unii in the subject pool comprising the NW/4 SW/4

and the SW/4 NW/4 of Section 8, Towaship 7 South, Range 35 East to

be dedicated to its Superior State "Com'" Well No. 1 located in Unit L
of said Section 8.

Application of Tesoxc Peiroleum Corporation for compulsory pooling
and an unorthodox location, Eddy County, New Mexico. Applicant, in
the above-styled cause, geeks an order pooling all mineral interests
underliying the E/2 of Section 28, Township 20 South, Range 26 East,
Eddy County, New Mexico, to be dedicated to a well to be drilled at
an unorthodox location 660 feet from the South line and from 1160
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{Case 4833 continued from page 1)

CASE 4834:

CASE 4835:

CASE 4836:

CASE 4819:

to 1200 feet from the East line of saild Section 28, adjacent to
the Springs-Upper Pennsylvanian Gas Pool.

Also to be considered will be the costs of drilling said well,

a charge for the risk involved, a provision for the allocation of
actual operating costs, and thc establishment of charges for super-
vision of said well.

Application of Read & Stevens, Inc. for an unorthodox location, Lea
County, New Mexico. Applicant, in the above-styled cause, seeks
authority to drill a Devonian test well at an unorthodox location
1200 feet from the South line and 660 feet from the East line of
Section 2, Township 14 South, Range 37 East, Lea County, New Mexico,
adjacent to the King-Devonian Pool.

Application of Texas 0{l & Gas Corporetion for compulsory pooling,
Eddy County, New Mexico. applicant, in the above-styled cause, seeks
an order pooling all mineral interests from the surface of the ground
down to and including the Pennsylvanian formation underlying the S/2
of Section 13, Township 22 South, Range 26 East, South Carlsbad Field
area, Eddy County, New Mexico, to be dedicated to a well to be drilled
1980 feet from the South and East lines of said Section 13. Also to
be considered will be the costs of drilling said well, a charge for
the risk imvolved, a provision for the allocation of actual operating
costs, and the establishment of charges for supervision of said well.

Application of Michael P. Grace 1II and Corinne Grace for compulsory
pooling, REddy County, New Mexico. Applicants, in the above-styled
cause, seek an order pooling all mineral interests from the surface

of the ground down to and including the Morrow formation underlying

the S/2 of Section 24, Township 22 South, Range 26 East, South Carlsbad
Field area, Eddy County, New Mexico, to be dedicated to a well to be
drilled at an orthodox location for said unit. Also to be considered
will be the costs of drilling sald well, a charge for the riek inwveolvead,
s provision for the allocation of actual operating costs, and the
establishment of charges for supervision for said well.

(Continued from the Septewber 13, 1972, Examiner Hearing)

Application of D. L. Hannifin for compulaory pooling,- Eddy County,
New Mexico. Applicant, in the asbove-styled cause, seeks an order
pooling all mineral laterests in end under the S/2 of Section 24,
Toweship 22 South, Raange 25 East, South Carlsbad Field, Eddy County,
New Mexico, to be dedjcated to a well to be drilled 1980 feet from
the South and East lires of said Section 24, Also to be c¢considered
will be the costs of driiling said well, a charge for the risk in-
volved, a provision for the allocsation of astual operating costs, and
the estabiishwment of charges for supervision of said well.




PLANNED TESTIMONY
NEW MEXICO OIL CONSERVATION COMMISSION
CASE 4832
CREATION OF AN ASSOCIATED POOL
ADOPTION OF TEMPORARY POOL RULES AND APPROVAL OF MON-STANDARD UNIT

ROOSEVELT COUNTY, NEW MEXICO
Pennzoil Company's Superior State No. 1 well located in Unit L, Section 8, T-7-S,
R-35-E, Roosevelt County, New Mexico was completed as a gas well in the San Andres

formation on 2-5-71.

Exhibit I is a strhcture map of the San Andres formation with the contours drawn
on the top of the San Andres Pi marker, a recognized geological marker in this

area, and shows the general structure of the San Andres formation.

The structure shown on Exhibit I indicates separation from the Todd San Andres Pool
to the southeast, as do the dry holes in section 20 and 29. Also, the three wells
along the north and west sides of the Todd Pool have performed poorly, indicating

their being edge wells.

Pennzoil's Superior State No. 1 was perforated in the interval 4231 to 4261 feet and
after treatment with 11,000 gallons of acid the well flowed 2.472 MMCFPD, FTP 900#.
The C;A.O.F. potential was 5.000 MMCFPD. The bottom hole pressure was 1,277 psig
which was slightly higher than the original BHP reported in the Todd San Andres Pool
to the southeast. (Wells in the Tod4 San Andres were drilled seven years before the

Superior State No. 1, thus indicating a séparate source of supply.)

The San Andres gas well in the NE/4 of section 9, operated by Cactus Drilling Company
was put on line at the same time as the Pennzoil well. The well had approximately 150

pounds less S.I.T.P. than our well did.
1
The Cactus well produced 1.31 (?) MMCFPD of dry gas during August. The well is perforated

in the upper portion of the San Andres pay.

The well located in the NW/4 of section 9 was reported as a dry hole. The well is

structurally higﬁ to the well in the NE/4 of section 9 and should have been productive.

Production Summary:

Pennzoil's Superior State No. 1 was shut-in from January, 1971 to July 10, 1972 waiting

on a pipeline connection. The shut-in wellhead pressure on July 10, 1972 was 1170 psi.




CASE 4832 (Continued)

During July, 1972 (22 days) the well produced at an average rate of 879 MCF of gas
with an average flowing tubing pressure of 1,095 psi. During the period, no measurable
liquids were produced. During the first 13 days of August, the well produced at an
average rate of 827 MCF per day with an average flowing tubing pressure of 960 psi,
there was some liquid production during this period and the down time is accounted for

to set production tanks.

From August 14, 1972 thru September 15, 1972 the well produced 25,374 MCF of gas plus

530 barrels of 299 gravity oil (at 60° F) plus 276 barrels of water. The gas-oil ratio
during this period was 47,875 to 1 and the gas-l1iquid ratio was 31,481 to 1. The water
production during this period is 34.2% of the total liquid production. The latest gas-

0il ratio based on the percentage of water to the total 1iquid production is 30,458 to 1.

Based on the production history just discussed, the need for the creation of an associ-
ated pool for the production of 0il and/or gas from the Northwest Todd-San Andres Pool

is indicated.

Exhibit II shows the comparative economics for 160 ac. gas and 40 ac. oil versus 320 ac.
gas and 80 ac. oil spacing for wells drilled in this reservoir. The estimated reserves
are volumetrically calculated, but they are §ubstantiated by the performance of other
San Andres wells in other fields in the area. Total revenue after royalty and severance
taxes is calculated tc be $256,620 for 160 acre and-$207,690 for 320 acre spacing. Driil-
ing and completion cost is $70,000 per well and operating cost is $300 per well per month.
Total expense of $183,200 for two wells on 160 acre spacing and $98,800 for one well on
320 acre spacing. A profit of $73,420 with a profit to investment ratio of $0.52 is in-
dicated from two wells on 160 acre spacing. These profit indicators are not adequate for
further development drilling on 160 acre spacing. The profit of $108,890 and a profit

to investment ratio of 1.52 to 1 for one well on 320 acre spacing is acceptable to
Pennzoil management for additional development on this spacing. We will want to evaluate
additional production and reservoir data before any development is attempted. It is
evident from Exh{bit [I, the development on anything less than 320 ac. gas and 80 ac.

oil spacing cannot be economically justified.

As stated in our application, we recommend approval of a limiting gas-oil ratio of
10,000 cubic feet of gas per barrel of oil. This limitation will allow a sufficient

producing rate to be economical, to evaluate the reservoir performaance and yet not

high enough to create irreparable reservoir damage.




; CASE 4832 (Continued)

We recommend that a well producing with a gas-oil ratid of 30,000 cubic feet of gas
per barrel of oil or greater be classified as a gas well and a well producing with
a gas-oil ratio of less than 30,000 to 1 be classified as an oil well. From the daily
] field production data that has been. gathered, it can be concluded that gas-oil ratios
on the Superior State fluctuates greatly and for this reason, there is a possibility

the well will revert to a gas well.

In order to protect the correlative rights of the owners of tﬁe N/2 of the communi-
tized gas proration unit and to be compensated for drainage that will occur from
under their property in this well, we recommend the approval of a non-standard oil
proration unit consisting of the NW/4 SW/4 and the Sﬁ/4 NW/4 of section 8, T-7-S,
R-35-E be dedicated to the Superior State well No. 1. Based on Exhibit 111, the

reservoir properties obtained from logs in this well, it is my opinion that this
well is capable of draining the proposed proration unit sizes. I would again like
to emphasize the need for approval of the non-standard unit configuration, mainly

the drainage thz2t will occur from under the N/2 of the W/2 of section 8.

Pennzoil Company recommends the proposed pool rules be adopted an a’temporary basis

for a period of one year.

I am of the opinion the approval of this application is in the best interest of
conservation will result in the recovery of 011 and gas that would not otherwise

be recovered, and will prevent waste and protect correlative rights.




ESTIMATED ECONOMICS
SUPERIOR STATE NO. 1
PENNZOIL COMPANY
ROOSEVELT COUNTY, NEW MEXICO

! BEFORE 1 P L u-l._l
1 OIL Ci e ,
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C;\SE‘ N L/g 32 \ N

S thrnis N o,
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Gas-160 Ac.
Revenue 011-40 Ac.
160 Ac:
Gas: 1,500 MM @ $ .160/MCF $ 240,000
011: 30,000 bl. @ $ 3.26/bb1. 97,800
Total $ 337,800
320 Ac: ,
Gas: 1,214 MM @ $ .160/MCF
0i1: 24,280 bbl. @ $ 3.26/bbl.
Total
Less Royalty @ 18.75% $ 63,340
Less Severance Tax @ 6.5% 17,840
Revenue to Operator $ 256,620
Expenses
Drilling, Completion, & Equipment $ 140,000
Operating Cost
0 ac. - 6 years @ $7,200/year $§ 43,200
320 ac. - 8 years @ $3,600/year -
Total Expenses $ 183,200
Net Profit $ 73,420
Profit Ratio 0.52

Sgacing
Gas-320 Ac.
0i1- 80 Ac.

$ 194,249
79,150

$ 273,390

$ 51,261
14,439

§ 207,690

$ 70,000

$ 28,800
$ 98,800

$ 108,890
1.56

J. €. Raney
9-25-72




AVERAGE RESERVOIR PROPERTIES

SUPERIOR STATE NO. 1
PENNZOIL COMPANY

ROOSEVELT COUNTY, NEW MEXICO

Depth

Net pay

Porosity

Permeab11{ty, effective (average)
Connate water

Bottom hole pressure (initial)
Current bottom hole pressure (9-24-72)
Bottom hole temperature
Separator gas gravity

Formation volume factor

0il content

0i1 gravity © 60° F
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4,230 feet

23 feet
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1,277 psig
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108° F

0.76
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/20 B/MMCF
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J. C. Raney
9-25-72




KELLAHIN AND FOX

i

ATTORNEYS AT L. f;'.(“\‘m»..,‘__‘

500 DON GASPAR AVEN ‘j I PRI ..fl\} 8 {X
JASON W, RELLAHIN POST OFFICE BOX 178 s ¢ W\
ROBERT E.FOX SANTA FE, NEW MEXIC ZSOI - LEPHONE e82-4315

H oS
W.THOMAS KELLAHIN Augus-t 30 , ‘72A,J G 3 l ( 72 AREA CODE B
v .

OlL CONSERVATION COMM,

Sanfa Fe

0il Conservation Commission

P, 0. BoX 2088
santa Fe, New Mexico 87501

: Gentlement

Enclosed is the application of Pennzoil Company
for creation of an agsociated pool for the

Ngrthwest Todd-San Andres Pool, the adoption of
pool rules, &nd approval of a non-standard unit,

Roose velt County, New Mexico.

this application ve set for

It is requested that
1e examiner hearing.

the sarlies$ availab
Yours very truly,

(fSaA»ov- uLJTQLﬁlaJL;;
Jason W. Kellahin

JWKiss
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BEFCRE THE

OIl, CONSERVATION COMMISSION OF NEW MEXICO

IN THE MATTER OF THE APPLICATION

OF PENNZOIL COMPANY FOR CREATION

OF AN ASSOCIATED POOL FOR THE 7 X}Z/’
NORTHWEST TONDD-SAN ANDRES POOL, L?faé‘/
ADOPTION OF POOL RULES, AND APPROVAL

OF A NON-STANDARD UNIT, ROOSEVILLT

COUNTY, NEW MEXICO

APPLICATTION

Comes now Pennzoil Company and applies to the 01l
Conservation Commission of New Mexico for temporary pool

rules, creating an associated pool for the production of

0il and gas from the Northwest Todd-San Andres Pool,

adoption of pool rules, and approval of a non-standard

unit in Roosevelt County, New Mexico, and in support thereof
would show the Commission:

1. Applicant is the operator of the Superior State
Com Well No. 1, located in Unit L, Section 8, Township 7
South, Range 35 East. N.M.P.M.. Rangevaelt County  ilow
Mexico, in the Northwest Todd-San Andres Gas Pool. Said
pool consists of the Vi/2 of Section €.

2. Avpplicant's well was completed for the production
of gas from the San Andres formation, and was connccted £o
a vipelinec, and produced as a gas well until the latter part
of August, when the well started producing 25° oil, with a
gas-o0il ratio of 25,000:1.

3. applicant believes saic well will revert to gas
vroduction and the gas pool shonld, therefora, not be

abolished.




T~

4. AMpplicant proposes that the Commission adopt an
order providing for:

a. The creation of an associated pool for the
production of o0il and/or gas from the Northwest Todd-San
Andres Pool.

b. Provision for 80-acre spacing and proration

S~———
units for the production of 0il and 320-acre spacing and
—_—
proration units for the production of gas from said pool.

¢. The adoption of a limiting gas-oil ratio of
30,000 cubic feet of gas per barrel of oil.

5. The proposed pool rules should be adopted on a
temporary basis for a period of one year, until the producing
characteristics of the pool may be fully determined.

6. In order to protect correlative rights, and to
permit the owners of interests in the N/2 to continue sharing
in production from the subject well and be compensated for
drainage from said well, applicant seeks approval of a non-
standard o0il proration unit consisting of the NW/4 sw/4
and the SW/4 NW/4 of Section 8, Township 7 South, Range 35
Fast, N.M.P.M., to be dedicated to the Superior State Com
Well Ko. 1.

anproval of the subject apvlication is in the interests
of conservation, will result in the recovery of oil and gas
that would not otherwise he recoverad, and will nrevent waste

and protect correlalive rights,

I’



WHEREFORE apvplicant prays that this application be set
for hearing before the Commission or the Commission's duly
appointed examiner, and after notice and hearing as required

by law, the Commission enter its order granting the relief

prayed for.

Respectfully submitted,

PENNZOIL COMPANY

P. 0. Box 1769
Santa Fe, New Mexico 87501

Attorneys for Applicant




DRAFT

GMH/Ar;
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
HE PURPOSE OF CONSIDERING:

APPLICATION OF PENNZOIL COMPANY
FOR POOL RECLASSIFICATION, SPECIAL e
POOL RULES, AND A NON-STANDARD
PRORATION UNT, ROOSEVELT COUNTY,
NEW MEXICO. .

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on September 27 31972 |

at Santa Fe, New Mexico, before Examiner Elvis A, Utz .

NOW, on this day of -Soecmer , 1972, the Commission,
a quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised
in the premises,

FINDS:

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That the applicant, Pennzoil Company, seeks the
creation of a new pool for the production of gas from the
San Andres formation for its Superior State "COM" Well No. 1,
located in Unit L of Section 8, Township 7 South, Range 35 East,

NMPM, Roosevelt County, New Mexico.
(/3)¢%Lﬂ/44’%éﬁéawikzkizi 44ué¢/4£z;¢u&xﬁé?éu_ FU - QRend_ ot -
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.. Case No. 4832
ii Order No. R-

‘ i \leafr‘That said well is currently classified as a gas well ;
in the Northwest Todd-San Andres Pool. i
j} (57 447" That the evidence presently available established that i

the subject well is a gas-cap well in the Northwest Todd-San

< ref2Q

Andres Poonl.

-~

<6)QBT That the evidence presently available further establishe%
that the Northwest Todd-San Andres Pool should be reclassified @
as an associated pool and that Special Rules and Regulations |

should be promulgated therefor.
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(7746j That the reservoir characteristics of the subject pool

indicate that the gas area can be efficiently and economically

. 320
drained and developed on #8-acre spacing, and that the oil
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area can be efficiently and economically drained and developed

(2% .
on 49H-acre spacing.

/6)4777 That the reservoir characteristics of the subject pool

presently available justify the definition of a gas well as a
Zo, ov
well producing with a gas-liquid ratio of 487086 or more cubic
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. E feet of gas per barrel of liquid hydrocarbons.
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(?)>487‘ That the reservoir characteristics of the subject poocl !

presently available justify the establishment of a gas-liquid

B 08¢
ratio limitation of 2880 cubic feet of gas per barrel of liquid

! hydrocarbons.
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//0)487"That special rules and regulations providing for -80-
acre gas well spacing and #H-acre oil well spacing should be
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B ,
Qo . promulgated for the subject pool in order to prevent the
economic loss caused by the drilling of unnecessary wells, avoid
QS; . the augmentation of risk arising from the drilling of an exces-
;? . sive number of wells, prevent reduced recovery which might result

from the drilling of too few wells, and otherwise prevent waste

and protect correlative rignts.
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f; (]I)L}Gf That the special rules and regulations should provide
for the classification of a gas well as a well producing with i
z°, oy
n a gas-~liquid ratio of %9-660 or more cubic feet of gas per

barrel of liquid hydrocarbons and should provide for a gas-
<5, 0

liquid ratio of 2968 cubic feet of gas per barrel of liquid hydro+

carbons in order to afford to the owner of each property in the

pool the opportunity to produce his just and equitable share

~>

of the o0il or gas, or both, and for this purpose to use his ]

just and equitable share of the reservoir energy.

. . .
(72) (¥7 That the special rules and regulations should establlsq

s
proration rules for gas wells in order to prevent waste and

IT IS THEREFORE ORDERED:

(1) That effective MJ / /272, the Northwest

Todd-San Andres Pool, as previously defined and described, is
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hereby reclassified as the Jpedeed Tnrld - e lockiog ;
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Associated Pool, Roosevelt unty, New Mexico.
(2) That, effective M?? 2 — , Special
Rules and Regulations for the ;&kﬁhgéé;sz;Z¢n4/-—4zé;u4égaézz‘z

Associated Ponl, Roosevelt County, New Mexico, are hereby

promulgated s follows: !

SPECIAL RULES AND REGULATIONS

e it o et |
ogtres BSSOCIATED POOL

H R'™® 1. Each well completed or recompieted in thé%%%%ééé@igi

;Zwbé 4é’é%¢bgzﬂ4¢%% o% in the San Andres formation within one

mile thereof, and not nearer to or within the limites of another

Ll 147 o Ko

C’

designated San Andres pool, shall be spaced, drilled, operated,
and produced in accordance with the Special Rules and Regulations

hereinafter set fcrth.
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RULE 2. (a) Each gas well shall be located on a standard

?,
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{ (b) ach o0il well shall be located on a standard ,VK
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unit containing EZ acres, more or less, con51st1ng oﬁkt-govern- i
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mental qu@ses~quarter section) M @W }2“%17 o
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i RULE 3. The Secretary-Director of t omm¥ssion may grant

an exception to the requirements of Rule 2 (a) without notice

and hearing when an application has been filed for a non-standard
unit and the unorthodox size or shape of the unit is necessitated

by a variation in the legal subdivision of the United States

Public Land Surveys, or the following facts exist and the
following provisions are complied with:
{a) The non-standard unit consists of quarter-quarter

sections or lots that are contiguous by a common

bordering side.
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(b} The non-standard urit lies wholly within a

governmental quarﬁgéfsectisn and contains less

acreage than a standard unit.

(c) The anplicant preseonts written comseni in the

i form of waivers from all offset operators and
fromp all operators owning interests in the
ééiéééirsection in which the non-standard unit
is situated and which acreage is not included
in said non-standard unit.

{d} In lieu of paragraph (c¢) of this rule, the
applicant may furnish proof of the fact that
all of the aforesaid operators were notified
by registered or certified mail of his intent
to form such non-standard unit. The Secretary-
Director may approve the application if no such
operator has entered an objection to the forma-

tion of such non-standard unit within 30 days

after the Secretary-Director has received the

L‘_ application. ;
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RULE 4. Each well sm@dlocr-gass shall be located nE nearer
than 330 feet to any quarter-quarter section linﬁr-eueopt—bhaé——

amprwell drilled in a known gas-productive area shall be located

within 150 feet of the center of a quarter-quarter section.

RULE 5. A well shall be classified as a gas well if it
o . 30 2oz .

has a gas-liquid ratio of 1&066 or more cubic feet of gas per i
barrel of liquid hydrocarbons. A well shall be classified as an
Fo, oov :
0il well if it has a gas-liquid ratio of less than iﬁ—ﬁﬂe cubic !
.| feet of gas per barrel of ligquid hydrocarbons. The simultaneous

dedication of any acreage to an oil well and a gas well is

prohibited.
RULE 6. That the limiting gas-o0il ratio shall be 2686
} cubic feet of gas for each barrel of oil produced.

o
RULE 7. An oil well which has 46 acres dedicated to it

shall be permitted to produce only that amount of gas determined
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f by multiplying the top unit .o0il allowable for the pool by the
2 ﬁ limiting gas-ligquid ratio for the pool. 1In the event there is

B . o . x .
; more than one o0il well on a zb—acre 0il proration unit, the

: , 5O X
i operator may produce the allowable assigned to the 46-acre unit g
! :

from the wells on the unit in any proportjion. %
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A gas well shall -be. pepmatted~tewproduce

N :
Dian el M-. In the event there is more than one gas well on&®r
FLo
a1l o8-acre gas proration unit, the operator may produce the
amount of gas assigned to the unit from the wells on the unit
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in any proportion.
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RULE 8. The operator of each newly completed well shall
| cause a gas-liquid ratio test to be taken on the well upon

recovery of all load oil from the well, provided however, that

in no event shall the test be commenced later than 30 days from
the date of first production unless the well is connected to a

gas—-gathering facility and is preducing under a temporary gas

allowable assigned in accordance with Rule 11. Any well which
is shut in shall be exempted from the gas-liquid ratio test
requirement so long as it remains shut in. The initial gas-
liquid ratio test shall bhe taken in the manner prescribed by
3 Rule 9. If the gas-ligquid ratio iszizgggb cubic feet of gas

per barrel of liquid hydrocarbons, or more, the operator shall

not produce tﬁe well until beneficial use can be made of the gas.

A £t e A AR AS A s AU R e bt ekt A k4 Ra L A o R e

RULE 9. Gas-ligquid ratio tests shall be taken on all wells

during the month of November of each yeir. The initial gas-liguid

ratio test shall suffice as the first annual test. Tests shall

be 24-hour tests, being the final 24 hours of a 72-hour period ]
during which the well shall be produced at a constant normal
rate of production. Results of such tests shall be filed on

Commission Form C~116 on or before the 10th day of the following

i month. At least 72 hours prior to commencement of any such gas-

liguid ratio tests, each operator shall file with the appropriateg
district office of the Commission a test schedule for its wells
specifying the time ecach of its wells is to be tested. Copies

of the test schedule shall also be furnished to all offset
oparators. /é;mmission?District supervisorg may grant exceptions

to the above test requirements where it is demonstrated that wells

produce no liguids.
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Special tests shall also be taken at the request of
the Secretary-Director and may also be taken at the option of
the operator. Such special tests shall be taken in accordance
with the procedures outlined hereinabove, including notification
to the Commission and offset operators.

RULE 10. An initial shut-in pressure test shall be taken
on each gas well and shall be reported to the Commission on
Form C-125.

RULE 11. Any well completed after the effective date
of these rules shall receive an allowable only upon receipt
by the appropirate Commission district office of Commission
Forms C-104 and C-116, properly executed. The District Super-—
visor of the Commission's district office is hereby authorized
to assign a temporary gas allowable to wells connected to a gas
transportation facility during the recovery of load oil, which
allowable shall not exceed the number of cubic feet of gas ob-
tained by multiplying the daily top unit allowable for the pool

by the limiting gas-liquid ratio for the pool.

RULE 12. That the initial gas proration period shall
1 Jporthes,
be from 7:00 a.m. ./ 972
14

to /:00 a.m. January 1, 1974. Subsequently, the date 7:00 a.m.

January 1 of each year shall be known as the balancing date, and
the twelve months following this date shall be known as the gas
proration period.

RULE 13. Any gas well which has an underproduced status
as of the end of a gas proration period shall be allowed to
carry such underproduction forward into the next gas proration
period and may produce such underproduction in addition to the
allowable assigned during such succeeding pericd. Any allowable
carried forward into a gas proration period and remaining un-
produced at the end of such gas proration period shall be
cancelled. 3;J

RULE lgf’ Production during any one month of a gas proration

period in excess of the allowable assigned to a well for such
month shall be applied against the underproduction carried into
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be cancelled.

RULE 15. Any well which has an overproduced status as of

the end of a gas proration period shall carry such overproduction

s — - r—— s

forward into the next gas proration period, provided that such
overproduction shall be compensated for during such succeeding
period. Any well which has not compensated for the overproduc-

tion carried into a gas proration period by the end of such

proration period shall be shut in until such overproduction is

compensated for. If, at any time, a well is overproduced an
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amount equalling three times its current monthly allcwable, it
shall be shut in during that month and each succeeding month
until the well is overproduced less than three times its current

monthly allowable.

RULE 16. The allowable assigned to a well during any one
month of a gas proration period in excess of the production for |
the same month shall be applied against the overproduction carrie%
into such period in determining the amount of overproduction, if ;
any, which has not been compensated for. ;

RULE 17. The Commission may allow overproduction to be §

i

compensated for at a lesser rate than would be the case if the

hearing that complete shut in of the well would result in
material damage to the well or reservoir.

RULE 18. The monthly gas production from each gas well
shall be metered separately and the gas production therefrom
shall be reported to the Commission on Form C-11l5 so as to
reach the Commission on or before the 24th day of the month
next succeeding the month in which the gas was produced. The
operator shall show on such report what dispcsition has been

made of the produced gas.
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RULE 19. Each purchaser or taker of gas shall submit a

report to the Commission so as to reach the Commission on or

before the 15th day of the month next succeeding the month in

which the gas was purchased or taken. Such report shall be filed

on Form C~11l1 with the wells being listed in the same order as
they are listed on the appropirate proration schedule.

RULE 20. Failure to comply with any provision of these
rules shall result in the immediate cancellation of allowable
assigned to the affected well. No further allowable shall be
assigned until all rules and regulations have been complied with.
The Secretary-Director shall notify the operator of the well and
purchaser in writing of the date of allowable cancellation and
the reason therefor.

RULE 21. All transporters or users of gas shill file gas
well-connection notices with the Commission as soon as possible
after the date of connection.

RULE 22. Allowables to wells whose classification has
changed from o0il to gas or from gas to 0il as the result of
a gas-liquid ratio test shall commence on the first day of

the month following the month in which such test was reported,

)
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provided that a plat ({Form C-102) showling the acreage dedicated
to the well and the location of all wells on the dedicated
acreage has been filed.

IT IS FURTHER ORDERED:

(1} That the locations of all wells presently drilling

to ox completed in the,%éyzgg;ﬁaév4{,¢gp Boretrea Associated

Pcol or in the San Andres formation within one mile thereof are

hereby approved; that the operator of any well having an urorthodox

location shall notify the appropriate district office of the
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Commission in writing of the name and location of the well on

or before Ipmomedls [ 1972 — Dectenbtt)
(2) That all operators shall, prior to ML [ 77—

3 file with the Commission Form C-102 for each well showing the

acreage dedicated to the well.

r——

.r””’fszE at Santa Fe, New Mexico, on the day and year herein-

above designated.
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