STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION FOR THE PURPOSE OF
CONSIDERING:
CASE 11351
ORDER NO. R-10533

APPLICATION OF THE OIL CONSERVATION
DIVISION FOR AN ORDER TO AMEND RULE

104 OF ITS GENERAL RULES AND REGULATIONS
PERTAINING TO UNORTHODOX WELL LOCATIONS
AND NON-STANDARD UNITS.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on August 3, September 28, and
November 9, 1995 and on January 18, 1996 at Santa Fe, New Mexico, before the Oil
Conservation Commission of New Mexico, hereinafter referred to as the "Commission".

NOW, on this 18th day of January, 1996, the Commission, a quorum being
present, having considered the record and being fully advised in the premises,

FINDS THAT:

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

(2) On August 3, 1995, the Commission commenced a public hearing to
consider modifications to Division General Rule 104 and received suggestions from
members of the oil and gas industry. At the conclusion of that hearing and at the request
of the New Mexico Oil & Gas Association ("NMOGA") the Commission continued this
case to the September 28, 1995 docket so that the industry representatives at the hearing
could complete a revised draft of proposed changes to Rule 104.
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3) On September 28, and on November 9, 1995, the Commission held a public
hearing to consider possible rule changes to Rule 104 at which time additional evidence
and arguments were presented by the New Mexico Oil and Gas Association, Conoco Inc.,
Meridian Oil Inc., Amoco Producing Company, the Oil Conservation Division and others.

4) Based upon the evidence and record presented at the various hearings of this
matter, the Commission finds that Rule 104 should be amended as provided herein.

5) Expanding the Scope of Administrative Approval for Unorthodox Well
Locations and Changing the definition of a Wildcat Well in the San Juan Basin:

(a) Currently, General Rule 104 allows for the Division Director,
without a hearing, to administratively approve an unorthodox gas well location ("NSL")
on a spacing unit comprising 320 acres for geologic reasons provided the location is not
closer than 660 feet to the nearest side boundary nor closer than 990 feet to the nearest end
boundary of the spacing unit.

(b) The Division staff recommended expanding the scope of Rule 104
so that an administrative NSL could be approved for geologic reasons at any unorthodox
well location.

(c) While NMOGA supported the Division's recommendation, certain
members of the industry actively involved with the deep gas wells in Southeastern New
Mexico requested a minimum setback of 660 feet for pools with standard 320-acre spacing
units.

(d NMOGA also requested that archaeological conditions be added as
a justification for an administratively approved NSL.

(e) The Commission recognizes that the Division has the expertise to
make appropriate regulatory decisions to protect correlative rights and prevent waste
concerning applications for unorthodox well locations regardless of whether those
applications are set for hearing or processed administratively.

¢ The Commission recognizes the industry's desire to have the
Division expedite the regulatory processing of unorthodox well locations, which in the
absence of any objection may be accomplished by expanding the scope of administrative
approval for such applications.
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(2) Division staff recommended that the definition of a wildcat well in
the San Juan Basin be changed from, “a well whose spacing unit is a distance of 1 mile
or more from the outer boundary of a defined pool” to “a distance of 2 miles or more”,
because pool extensions are commonly drilled 1 mile from established production in the
San Juan Basin and the 2 mile definition more accurately defined wildcat status. The
Commission concurs.

(h) The Commission concludes the adoption of those changes to Rule
104 contained in Exhibit “A” attached to this order serves to expand the scope of
administrative approvals for unorthodox well locations and provide for a more appropriate
definition for a wildcat well in the San Juan Basin.

(6) The 10 Foot Interior Setback Rule:

(a) Because of the general uniformity of the reservoirs in the San Juan
Basin, the Division staff has recommended to relax the current 130 foot interior setback
rule applicable to the San Juan Basin and reduce that distance to 10 feet.

(b) The industry has generally supported the Division's proposed
amendment but the Commission has concerns that, except for enhanced oil or gas recovery
projects, correlative rights could be violated by reducing the minimum setback distance
from 130 feet to 10 feet and surface trespass would probably occur prior to
communitization because of the size of the well pad with only a 10 foot well set back.

©) The Commission concludes that the proposed 10 feet minimum
setback distance is reasonable for secondary recovery, tertiary recovery or pressure
maintenance projects and creates additional flexibility for operators to locate wells within
these projects.

(d) The Commission finds that this provision of Rule 104 should be
amended as set forth in Exhibit “A” attached.

@) Southeast- Deep Gas Setback Rules:

(a) The current Rule 104 has a restricted "standard location” for deep
gas wells (below the top of the Wolfcamp) which are spaced on standard 320-acre spacing
units of not closer than 1980 feet to the end nor closer than 660 feet to the side boundary.

(b) To provide the operators with greater flexibility in locating wells at
their optimum locations for proper development of hydrocarbons within pools spaced on
320-gas spacing units in Southeastern New Mexico, NMOGA has recommended relaxing
the current 1980 foot end boundary setback for 320-acre gas spacing to 1650 feet.
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©) Various members of the industry also have suggested that the current
320-acre spacing unit setbacks of 660 feet from the side and 1980 feet from the end
boundaries be "standardized" to 660 feet from both the side and the end boundaries.

(d) The Commission concludes that the current 1980 feet end boundary
setback limit for 320-acre spacing units in Southeastern New Mexico is too restrictive and
can be relaxed to 1650 feet while still maintaining appropriate standard well locations for
the proper development of 320-acre spacing units. A 660 foot setback for both end and
side boundaries would be too severe an encroachment on offsetting gas spacing units.

) The Commission finds that this provision of Rule 104 should be
amended as set forth in Exhibit "A" attached.

(8) Minimum Administrative Setback Requirements:

(a) The Commission considered adopting a minimum or default footage
setback distances for any unorthodox well location which could not be exceeded without
a hearing.

(b) The Commission finds that setback distances are best established by
Division policy which can address site specific geological situations such as “3 D seismic
highs.”

) Non-Standard Units:

(a) The current rule for non-standard units requires the Division
Director to approve certain types of non-standard units which have become a matter of
routine which can and should be delegated to the supervisor of the appropriate district
office of the Division.

(b) The Commission concludes for a matter of administrative efficiency
that the non-standard unit portion of current Rule 104 should be modified as set forth in
Exhibit "A" attached.

(10) Number of Wells Per Unit in Non-Prorated Pools:
@) The Division staff has recommended that a provision be added to
current Rule 104 so that operators will be aware of Division policy permitting only one

well per spacing unit in non-prorated pools.

(b) The Commission finds that the Division's recommendations should
be adopted to insure that operators comply with Division policy concerning this matter.
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(11)  Revising the Notice Rules:

@) The current rules for administrative NSL application require notice
to all offset operators while the current rules for a hearing NSL application only require
notice be sent to those operators, lessees or mineral owners towards whom the well
encroaches.

(b) NMOGA has recommended revising Rule 104 to be compatible with
the hearing notice rules and to provide for notification to offset interest owners based upon
a pool’s minimum setback distance. The Commission found this formula to be confusing
and complicated and has adopted notification requirements based upon its own definition
of affected offsets and Oxy’s recommended changes. These changes provide:

@) notice to operators adjoining and the diagonal offset
towards whom the well actually encroaches;

(ii) in absence of an operator then to lessees of record of
any diagonal offset or adjoining lessee owning
interests in the same pool(s) as the proposed well;
and

(iiil)  in absence of a lessee then to the mineral owner(s) of
record of any diagonal offset or adjoining lessee
owning interests in the same pool(s) as the proposed
well.

©) Amoco Producing Company and other operators requested the
adoption of Rule 1207 notice rules for administrative NSL applications.

(d)  The Commission concludes that NMOGA's proposal as modified and
including adopting Rule 1207(5)(a) notification requirements provides for an efficient and
effective method for providing adequate notice and hereby adopts this notice concept as
set forth in Exhibit "A".

(12) The Commission further FINDS that:

@) the adoption of these amendments to Rule 104 as set forth in Exhibit
“A” will provide to the oil and gas industry a more flexible method for the timely and
efficient processing of these types of applications while still providing for the orderly and
proper regulation of well locations and non-standard units thereby protecting correlative
rights and preventing waste;
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(b) the Commission's ultimate findings set forth in this order
summarizes its reasons for its adoption of these changes to Rule 104 as set forth in Exhibit
“A”;

©) the adoption of these amendments to Rule 104 will provide for
workable, fair and efficient regulation of well locations and spacing units while preventing
waste of valuable hydrocarbons and the protection of the correlative rights of the owners
of that production; and

(d) for clarification, formatting purposes, and to correct minor errors,
additional amendments throughout Rule 104 as set forth in Exhibit “A” should also be
accepted and incorporated at this time.

IT IS THEREFORE ORDERED THAT:

(1) Division Rule 104 is hereby amended as shown by the changes in Exhibit
“A”, attached hereto and made a part hereof, and said amended rules are hereby compiled,
recodified, restated, and adopted as shown in Exhibit “B”, attached hereto and made a part
of this order.

2) Rule 104 as amended shall be effective as of the date of this order.

3) Jurisdiction of this cause is retained for the entry of such further orders as
the Commission may deem necessary.

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

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

%ﬂ,'/ é /./\/_/«x
JAMI BAILEY, Member 4
W 7 7

WILLIAM W. WEISS, Member

WILLIAM J. LEMAY, Chairman




RULE 104

104 .A.

(1}

(2}

+25-(3)

Exhibit "A"
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WELL SPACING: ACREAGE REQUIREMENTS
FOR DRILLING TRACTS

CLASSIFICATION OF WELLS: WILDCAT WELLS AND DEVELOPMENT WELLS

San Juan, Rio Arriba., Sandoval, and McKinley Countieg
(a) Any:well which is to be drilled the spacing unit of which

is-a distance of 2 miles or more from:

(1) the outer boundary of any defined pool which has
produced oil or gas from. the formation to which the
well is projected; and

(ii) any other well which has produced oil or gas from
the formation to which the proposed well is

projected, shall be classified as a wildcat well.

All Countieg Except San Juan, Rio Arriba, Sandoval, and
McKinley

{a)

Any well which is to be drilled the spacing unit of which

is a distance of one mile or more from:

(1) the outer boundary of any defined pool which has
produced oil or gas from the formation to which the

well is projected; and

(ii) any other well which has produced oil or gas from
the formation to which the proposed well is

projected, shall be classified as a wildcat well.

Any well which is not a wildcat well as defined above
shall be classgsified as a development well for the nearest
pool which hasgs produced o0il or gas from the formation to
which the well is projected. Any such development well
shall be spaced, drilled, operated, and produced in
accordance with the rules and regulations in effect in
such nearest pool, provided the well is completed in the

formation to which it was projected.



435 (4)

Any well clasgified as a development well for a given
pocl but which is completed in a producing horizon not
included in the vertical limits of said pool shall be
operated and produced in accordance with the rules and
regulations in effect in the nearest pool within the 2
mile limit in San Juan, Rio Arriba, Sandoval, and
McKinléy Counties or within one mile everywhere else
which is preducing from that horizon. If there is no
designated pool for said producing horizon within the 2
mile: limit in San Juan, Rio Arriba, Sandoval, and
McKinley Counties or within one mile everywhere else, the

well shall be re-classified as a wildcat well.

104.B. ACREAGE AND WELL LOCATION REQUIREMENTS FOR WILDCATS

(1) Lea,

Chaves, Eddy and Roosevelt Counties

(a)

Wildcat Gas Wells. In Lea, Chaves, Eddy and Roosevelt

Counties, a wildcat well which is projected as a gas well
to a formation and in an area which, in the opinion cof
the engineer or supervisor approving the application to
drill, may reasonably be presumed to be productive of gas
rather than oil shall be located on a drilling tract
consisting of 160 surface contiguous acres, more or less,
substantially in the form of a square which is a quarter
section, being a legal subdivision of the U.S. Public
Land sSurveys, and shall be located not closer than 660
feet to any outer boundary of such tract nor closer than
330 feet to any quarter-quarter section or subdivision
inner boundary. Provided, however, that any such wildcat
gas well which is projected to the Wolfcamp or older
formations shall be located on a drilling tract
consisting of 320 surface contiguous acres, more or less,
comprising any two contiguous quarter sections of a
single governmental section, being a legal subdivision of
the U.S. Public Land Surveys. Any such "deep" wildcat
gas well to which is dedicated more than 160 acres shall
be located not closer than 660 feet to the nearest side
boundary of the dedicated tract nor closer than 39868 1650
feet to the nearest end boundary, nor closer than 330
feet to any quarter-quarter section or subdivision inner

boundary. (For the purpose of this rule, "side" boundary
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(b)

(c)

is defined as one of the outer boundaries running
lengthwise to the tract's greatest overall dimensions;
"end" boundary is defined as one of the outer boundaries
perpendicular to a side boundary and closing the tract

across its least overall dimension.)

Wildcat 0il Wells. In Lea, Chaves, Eddy, and Roosevelt
Counties, a wildcat well which is not a wildcat gas well
as defined above shall be located on a tract consisting
of approximately 40 surface contiguous acres
substantially in the form of a square which is a legal
subdivision of the U.S. Public Land Surveys, or on a
governmental quarter-quarter section or lot, and shall be
located not closer than 330 feet to any boundary of such

tract.

In the event gas production is encountered in a well
which was projected as an oil well and which is located
accordingly but does not conform to the above gas well
location rule, it shall be necessary for the operator to
bring the matter to a hearing before approval for the

production of gas can be given.

(2) San Juan, Rio Arriba, =wd Sandoval, and McKinley Counties

(a)

(b}

Wildcat Gas Wells. In San Juan, Rio Arriba, asnd
Sandoval, and McKinley Counties, a wildcat well which is
projected to a gas-producing horizon shall be located on
a designated drilling tract consisting of 160 surface
contiguous acres, more or less, substantially in the form
of a square which is a quarter section, being a legal
subdivision of the U.S. Public Land sSurveys, and shall
be located not closer than 790 feet to any ocuter boundary
of the tract nor closer than 130 feet to any quarter-

quarter section or subdivision inner boundary.

In the event eil—preduectieon—is—enecountered—in a well
whieh—was—prejected—teo—a—gos—-preducinghoriren drilled as

a gag-well is completed as an oil well and whkiek is
located accordingly but does not conform to the cil well

location rule below, it shall be necesgsary for the

operator to kring—the—mateer—te—a—hearingbefore—approvat
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(d)

for—+theproduetioneofeoil—eanbe—given apply for
administrative approval for a non-standard location
before an o0il allowable will be assigned. &An application
may be get for hearing by the Director. If the operator
is uncertain as to whether a proposed wildcat well will
be an il well or a gas well, the well should be staked
so that: it is in a standard location for both oil and gas

production.

Wildcat 0il Wells. A wildcat well which is projected to
an oil-producing horizon as recognized by the Division
shall be located on a tract consisting of approximately
40 surface contiguous acres substantially in the form of
a square which is a legal subdivision of the U.S. Public
Land Surveys, or on a governmental quarter-quarter
section or lot, and shall be located not closer than 330

feet to any boundary of such tract.

In the event ges—preduetieon—is—epeountered—in a well
whieh—was—protected—toanoil preductng—herizen drilled

as an oil well is completed as a gas well and whieh is
located accordingly but does not conform to the above gas
well location rules, it shall be necessary for the
operator to bringthe matter teahearing beforewapprovat
for—the preoduction—of-gas—ean—be—givern apply for
administrative approval for a non-standard location
before. the well can produce. An application may be set
forihearing by the Director. If the operator is
uncertain as to whether a proposed wildcat well will be
an.oil well or a gas well, the well should be staked so
that: it:is in a standard location for both oil and gas
production.

(3) All Counties except Lea, Chaves, Eddy, Roosevelt, San Juan, Rio

Arrib

(a)

arnd Sandoval, an ini

Any wildcat well which is projected as an oil well in any
county other than Lea, Chaves, Eddy, Roosevelt, San Juan,
Rio Arriba, amd Sandoval, and McKinley Counties shall be

located on a tract consisting of approximately 40 surface
contiguous acres substantially in the form of a square

which is a legal subdivision of the U.S. Public Land
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Surveys, or on a governmental quarter-guarter section or
lot and shall be located not closer than 330 feet toc any

boundary of such tract.

Any wildcat well which is projected as a gas well to a
formation and in an area which, in the opinion of the
Division representative approving the application to
drill, may reasonably be presumed to be productive of gas
rather than oil shall be located on a drilling tract
consisting of 160 surface contiguous acres, more or less,
substantially in the form of a square which is a quarter
section, being a legal subdivision of the U.S. Public
Land Surveys, and shall be located not closer than 660
feet to any outer boundary of such tract nor closer than
330 feet to any quarter-quarter section or subdivision

inner boundary.

104.C. ACREAGE AND WELL LOCATION REQUIREMENTS FOR DEVELOPMENT WELLS

(1) 0il Wells, All Counties.

(a)

Unless otherwise provided in special pool rules, each
development well for a defined oil pool shall be located
on a tract consisting of approximately 40 surface
contiguous acres substantially in the form of a square
which is a legal subdivision of the U.S. Public Land
Surveys, or on a governmental quarter-quarter section or
lot, and shall be located not closer than 330 feet to any
boundary of such tract nor closer than 330 feet to the
nearest well drilling to or capable of producing from the
same pool, provided however, only tracts committed to
active secondary recovery projects shall be permitted

more than four wells.

(2) Lea, Chaves, Eddy and Roosevelt Counties.

(a)

Gas Wells. TUnless otherwise provided in special pool
rules, each development well for a defined gas pool in a
formation younger than the Wolfcamp formation, or in the
Wolfcamp formation which was created and defined by the
Division prior to November 1, 1975, or in a Pennsylvanian

age or older formation which was created and defined by
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the Division prior to June 1, 1964, shall be located on a
designated drilling tract consisting of 160 surface
contiguous acres, more or less, substantially in the form
of a square which is a quarter section being a legal
subdivision of the U.S. Public Land Surveys, and shall be
located not closer than 660 feet to any outer boundary of
such tract nor closer than 330 feet to any quarter-
quarter section or subdivision inner boundary nor closer
than 1320 feet to the nearest well drilling to or capable

of producing from the same pool.

Unless otherwise provided in the special pool rules, each
development well for a defined gas pool in the Wolfcamp
formation which was created and defined by the Division
after November 1, 1975, or of Pennsylvanian age or older
which was created and defined by the Division after June
1, 1964, shall be located on a designated drilling tract
consisting of 320 surface contiguous acres, more or less,
comprising any two contiguous quarter sections of a
single governmental section, being a legal subdivision of
the U.S. Public Land Surveys. 2&ny such well having more
than 160 acres dedicated to it shall be located not
closer than 660 feet to the nearest side boundary of the
dedicated tract nor closer than 98¢ 1650 feet to the
nearest end boundary, nor closer than 330 feet to any
quarter-quarter section or subdivision inner boundary.
(For the purpose of this rule, "side" boundary and "end"
boundary are as defined in Seetien B-—I{ar—ofthis—rule
Rule-104.B(1) (a), above.)

(3) San Juan, Rio Arriba, amé Sandoval, and McKinley Countiesgs.

(a)

Gas Wells, Unless otherwise provided in special pool
rules, each development well for a defined gas pool shall
be located on a designated drilling tract consisting of
160 surface contiguous acres, more or less, substantially
in the form of a square which is a quarter section, being
a legal subdivision of the U.S. Public Land Surveys, and
shall be located not closer than 790 feet to any outer
boundary of the tract nor closer than 130 feet to any
quarter-quarter section line or subdivision inner

boundary.
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(4) All Counties except Lea, Chaves, Eddy, Roosgevelt, San Juan, Rio

Arriba, eewd Sandoval, and McKinley,

(a) Gas Wells. Unless otherwise provided in special pool
rules, each development well for a defined gas pool shall
be located on a designated drilling tract consisting of
160 surface contiguous acres, more or less, substantially
in the form of a square which is a gquarter section, being
a legal subdivision of the U.S. Public Land Surveys, and
shall be located not closer than 660 feet to any outer
boundary of such tract nor closer than 330 feet to any
quarter-quarter section or subdivision inner boundary nor
closer than 1320 feet to the nearest well drilling to or

capable of producing from the same pool.

104.D. ACREAGE ASSIGNMENT—EOMPEETED—WEELS
(1) Well Tests and Classification. It shall be the responsibility

of the operator of any wildcat gas well or development gas well
to which more than 40 acres has been dedicated to conduct a
potential test within 30 days following completion of the well
and to file the same with the Division within 10 days following

completion of the tests. (See Rule 401.)

(a) Date of completion for a gas well shall be the date a
Ehrigemas—tree wellhead is installed or 30 days following
conclusion of active completion work on the well,

whichever date comes first.

(b) Upon making a detexrmination that the well should not
properly be classified as a gas well, the Division will

reduce the acreage dedicated to the well.

(c) Failure of the operator to file the aforesaid tests
within the specified time will also subject the well to

such acreage reduction.
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Non-Standard Spacing Units. Any eeompieted—gas well which does

not have the required amount of acreage dedicated to it for the

pool or formation in which it is completed may not be produced

until a standard spacing unit for the well has been formed and

dedicated or until a non-standard spacing unit has been

approved.

(a)

The gupervisor of the appropriate District Office of the
Division shall have the authority to approve non-standard
spacing units without notice when the unorthodox size and
shape is necessitated by a variation in the legal
subdivision of the United States Public Land Surveys
and/or: consists of an entire governmental section and the
non-standard spacing unit is not less than 70% nor more
than:130% of a standard spacing unit. Such approval
shall consist of acceptance of Division Form C-102
showing the proposed non-standard spacing unit and the

acreage contained therein.

42 (b) The Division Director may grant administrative approval

to non-standard gas spacing units without notice and
hearing when an application has been filed for a non-
standard spacing unit and the unorthodox size or shape of
the uww»it dedicated tract is necessitated by a variation
in the legal subdivision of the U.S. Public Land Surveys,
or the following facts exist and the following provisions

are complied with:

(1) The non-standard spacing unit consists of a single
quarter-quarter section or lot or the non-standard
spacing unit consists of quarter-quarter sections
or lots that are contiguous by a common bordering

side—; and

(11i) The non-standard spacing unit lies wholly within a
single governmental quarter section if the well is
completed in a pool or formation for which 40, 80,
or 160 acres is the standard spacing unit size, e=
wholly within a single governmental half section if
the well is completed in a pocol or formation for
which 320 acres is the standard spacing unit size,

or wholly within a single governmental section if
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the well is completed in a pool or formation for

which 640 acres is the standard spacing unit size.
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Applications for administrative approval of non-standard

spacing units, pursuant to Section D(2) above, shall be

accompanied by a plat showing the subject spacing unit

and an applicable standard spacing unit for the

applicable pool or formation, its proposed well

dedications, all adjoining spacing units and/or leases

(whichever is applicable), and a list of affected

parties. Alsc to be included is a statement that

discugses the necessity for the formation of the subject

non-standard spacing unit and the reasons why a standard

sized spacing unit is not feasible.

(1)

Affected parties in this instance shall be defined
as those parties who own interests in the
applicable half quarter section (80-acre spacing),
quarter section (160-acre spacing), half section
{(320-acre spacing), or section (640-acre spacing)
in which the non-standard spacing unit is situated
and which acreage is not included in said non-
standard spacing unit;
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(i) the designated operator of any adjoining or
diagonal spacing unit producing from the same
pool(s) as the proposed non-standard spacing unit;

(iii) in: the absence of an operator, all lessees of
record of any diagonal or adjoining lease owning
interests in the same pool(s) as the proposed non-

standard spacing unit; and

(iv) in the absence of an operator or lessee, then to

all owners of record of unleased mineral interests.

{d) The applicant shall submit a statement attesting that
applicant, on or before the same date the application was
submitted to the Division, has sent notification to the
affected. parties by submitting a copy of the applicaticn,
including a copy of the plat described in Subpart (c)
above: by certified or registered mail-return receipt in
accordance with Rule 1207(6) (a) advising them that if
they have an objection it must be filed in writing within
twenty days from the date notice was sent. The Division
Director may approve the non-standard spacing unit upon
receipt of waivers from all said parties or if no said
party has entered an objection to the non-standard
spacing unit within 20 days after the Director has
receivéd the application.

{e) The Division Director may set any application for

administrative approval for a non-standard spacing unit

for public hearing.

Unless otherwise permitted by special pool rules or authorized
aftersnotice: and hearing, only one (1) well per spacing unit is
permitted in non-prorated pools.

104.E. Form €383 —Apptication—forPermit—teoPriltl —DPecpen—or Plug
Baek C-102, "Well Location and Acreage Dedication Plat”, for any well shall
designate the exact legal subdivision allotted to the well and ®e Form C-101,

"Application for Permit:to Drill, Deepen, or Plug Back", will not be approved by
the Division er—eanyefits—agents without such proper designation of acreage.
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104.F.

UNORTHODOX LOCATIONS

wrerchedex—Feocation—forsueh—eriginat—horizon—er Well

locations for producing wells and/or. injection wells which are

unorthodox: baged. on the well location requirements of Rule
104:;C(1):{a)above and.which ‘are necessary to permit the
completion of an efficient production and injection pattern
within a secondary recovery, tertiary recovery, oOr pressure
maintenance project are hereby authorized, provided that any
such unorthodox location within such project is no closer than
33p—feet the required minimum orthodox distance to the outer
boundary of the lease or the unitized area, nor closer than 10
feet to any quarter-guarter section line or subdivision inner
boundary. Such locations shall only regquire such prior

approval as is necessary for an orthodox location.

The Division Director shall have authority to grant an
exception to the well location requirements of Rute—364B—F—{(a)
and—Rate—164—CIF—+{a)r Sections 104.B and 104.C above or to the
well location regquirements of special pool rules without notice
and hearing when the necessity for such unorthodox location is
based upon geologic conditions prewvided—that—any-such
wrerthodoxtecation shalt—Ppe—ro—eloser—thant60—feet—+to—the
nearest—gtdeboundaryporcleger—than—9550—Ffeet—teo—the nenrest
erd—boundary—eof—the—preration—unte, archaeclogical conditions,
topographical conditions, or the recompletion of a well
previously drilled to a deeper horizon provided said well was
drilled at an.orthodox or approved uncorthodox location for such

original horizon.

Applications for administrative approval of unorthodox
locations pursuant to Rule 104.F{2), above, shall be filed—3wn
FRIPHIEATE—oarG—shkall—be accompanied by piets—showingthe

welleo—ecemplteted—thereen a plat showing the subject spacing
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unit, .dits. proposed unorthodox well -location, the diagonal and
adjoining spacing units and/or leases (whichever is applicable)
and:wells, and a list of affected parties. If the proposed

unorthodox location is based upon topography or archaeology,

the plat shall also show and describe the existent
topographical or archaeological conditions. *—the-proposed

settingforth the necegsity—feor—ogueh—deocation- If the proposed
unorthodox location is based upon geology as—previded—in

Paragraph—{2+—abeve, the application shall include appropriate
geologic maps—eress—seetions—eandtfer—tegs- exhibits and a

discussion of the geologic conditions which result in the

necessity for the unorthodox location.

(a) Adjoining and diagonal spacing units shall be defined as
thogse immediately adjacent existing spacing units in the
same“pool(s) as the proposed unorthodox well and towards

which the: unorthodox well location encroaches.

(b) Affected parties shall be defined as those parties who
own-interests in leases or operate wells on adjoining or
diagonal spacing units and include:

(1) the designated operator of any adjoining or
diagonal spacing unit producing from the same
pool (s} as the proposed well;

(ii) in the absence of an operator, all lessees of
record of any diagonal or adjoining lease owning
interests in the same pool(s) as the proposed well;
and

{iii) in the absence of an operator or lessee, all owners
of :record of unleased mineral interests in the same

pool(s) as: the proposed well.
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The applicant shall submit a statement attesting that

applicant,.on or-before the same date the application was
submitted to the Division, has sent notification to the
affected: parties by submitting a:copy of the application,
including a. copy.of the plat described in Rule 104.F(3) above
by certified or registered mail-return receipt in accordance
with:Rule 1207(A) (5) advising them that if they have an
objectibn it must be filed:.in writing within twenty days from
the date notice was sent. The Division Director may approve
the unorthodox location upon receipt of waivers from all effset
operateors saild parties or if no effset—eopexateor said party has
entered an objection to the unorthodox location within 20 days

after the Director has received the application.

(5) The Division Director may—at—his—diseretions set any
application for administrative approval of an unorthodox
location for public hearing, and may require that a directional
survey. be run in the unorthodox well to establish the actual

location of the producing interval(s).

104.G. Whenever an exception is granted, the Division may take such
action as will offset any advantage which the person securing the exception may

obtain over other producers by reason of the unorthodox location.

104 .H. If the drilling tract is within an allocated oil pool or is
placed within such allocated pool at any time after completion of the well and the
drilling tract consists of less than 39 1/2 acres or more than 40 1/2 acres, the
top unit allowable for such well shall be increased or decreased in the proportion

that the number of acres in the drilling tract bears to 40.

104.1. If the drilling tract is within an allocated gas pool or is
subsequently placed within an allocated gas pool, and the drilling tract consists
of less than 158 acres or more than 162 acres in 160-acre pcools, or less than 316
acres or more than 324 acres in 320-acre pools, the top allowable for such well
shall be decreased or increased in the proportion that the number of acres in the

drilling tract bears to a standard spacing unit for the pocol.
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104.4J. In computing acreage under Rules 104.H and 104.I above, minor
fractions of an acre shall not be counted but 1/2 acre or more shall count as 1

acre.

104 .K. The provisions of Rules 104.H and 104.I above shall apply only
to wells completed after January 1, 1950. Nothing herein contained shall affect
in any manner any well completed prior to the effective date of this rule and no
adjustments shall be made in the allowable production for any such wells by reason

of these rules.

104.L. In order to prevent waste the Division may, after notice and
hearing, fix different spacing requirements and require greater acreage for
drilling tracts in any defined oil pool or in any defined gas pool notwithstanding

the provisions of Rules 104:B and 104.C above.

104.M. The Division may approve the pooling or communitization of
fractional lots of 20.49 acres or less with another oil preratier spacing unit

when :

(1) The wries tracts involved are contiguous;

(2) They are part of the same basic lease, carrying the same

royalty interest; and

(3) The ownership of the wmits tracts involved is common.

104 .N. Application to the Division for pooling shall be accompanied by
three (3) copies of a certified plat showing the dimensions and acreage involved
in the pooling, the ownership of all leases and royalty interests involved, and

the location of any proposed wells.

whe—hove—offsct—preoperties—withinthe State—eof—NewMesstee~ The Division shall

wait at least ten days before approving any such pooling, and shall approve such
pooling only in the absence of objection from any effset—eperater party entitled
to notice. 1In the event that am—eperster a party entitled to notice objects to

the pooling, the Division shall consider the matter only after proper notice and

hearing.
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104.P. The Division may waive the ten-day waiting period requirement
if the applicant furnishes the Division with the written consent to the pooling by

all offset operators involved.

104.9Q. The Division may consider that the requirements of

subparagraphs—2—and—3—of—paragraph-M—of—+this—+ute Rules 104.M(2) and (3) have been

fulfilled if the applicant furnishes with each copy of each application to the

Division a copy of executed pooling agreement communitizing the umies tracts

involved.
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104.A.

(D

@)

3)

Exhibit "B"
Case No. 11351
Order No. R-10533

RULE 104. - WELL SPACING:
ACREAGE REQUIREMENTS FOR DRILLING TRACTS

CLASSIFICATION OF WELLS: WILDCAT WELLS AND
DEVELOPMENT WELLS

San Juan, Rio Arriba, Sandoval, and McKinley Counties

(a)  Any well which is to be drilled the spacing unit of which is a distance
of 2 miles or more from:

(1) the outer boundary of any defined pool which has produced oil
or gas from the formation to which the well is projected; and

(i) any other well which has produced oil or gas from the
formation to which the proposed well is projected, shall be
classified as a wildcat well.

All Counties Except San Juan, Rio Arriba, Sandoval, and McKinley

(a)  Any well which is to be drilled the spacing unit of which is a distance
of one mile or more from:

(i) the outer boundary of any defined pool which has produced oil
or gas from the formation to which the well is projected; and

(i) any other well which has produced oil or gas from the
formation to which the proposed well is projected, shall be
classified as a wildcat well.

Any well which is not a wildcat well as defined above shall be classified as
a development well for the nearest pool which has produced oil or gas from
the formation to which the well is projected. Any such development well
shall be spaced, drilled, operated, and produced in accordance with the rules
and regulations in effect in such nearest pool, provided the well is completed
in the formation to which it was projected.



104.B.

4)

(D)

Any well classified as a development well for a given pool but which is
completed in a producing horizon not included in the vertical limits of said
pool shall be operated and produced in accordance with the rules and
regulations in effect in the nearest pool within the 2 mile limit in San Juan,
Rio Arriba, Sandoval, and McKinley Counties or within one mile
everywhere else which is producing from that horizon. If there is no
designated pool for said producing horizon within the 2 mile limit in San
Juan, Rio Arriba, Sandoval, and McKinley Counties or within one mile
everywhere else, the well shall be re-classified as a wildcat well.

ACREAGE AND WELL LOCATION REQUIREMENTS FOR
WILDCATS

L. haves dv and Roosevelt nties
(a) Wildcat Gas Wells. In Lea, Chaves, Eddy and Roosevelt Counties,

a wildcat well which is projected as a gas well to a formation and in
an area which, in the opinion of the engineer or supervisor approving
the application to drill, may reasonably be presumed to be productive
of gas rather than oil shall be located on a drilling tract consisting of
160 surface contiguous acres, more or less, substantially in the form
of a square which is a quarter section, being a legal subdivision of the
U.S. Public Land Surveys, and shall be located not closer than 660
feet to any outer boundary of such tract nor closer than 330 feet to
any quarter-quarter section or subdivision inner boundary. Provided,
however, that any such wildcat gas well which is projected to the
Wolfcamp or older formations shall be located on a drilling tract
consisting of 320 surface contiguous acres, more or less, comprising
any two contiguous quarter sections of a single governmental section,
being a legal subdivision of the U.S. Public Land Surveys. Any such
"deep" wildcat gas well to which is dedicated more than 160 acres
shall be located not closer than 660 feet to the nearest side boundary
of the dedicated tract nor closer than 1650 feet to the nearest end
boundary, nor closer than 330 feet to any quarter-quarter section or
subdivision inner boundary. (For the purpose of this rule, "side"
boundary is defined as one of the outer boundaries running lengthwise
to the tract's greatest overall dimensions; "end" boundary is defined
as one of the outer boundaries perpendicular to a side boundary and
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)

(b)

(©)

closing the tract across its least overall dimension.)

Wildcat Oil Wells. In Lea, Chaves, Eddy, and Roosevelt Counties,
a wildcat well which is not a wildcat gas well as defined above shall
be located on a tract consisting of approximately 40 surface
contiguous acres substantially in the form of a square which is a legal
subdivision of the U.S. Public Land Surveys, or on a governmental
quarter-quarter section or lot, and shall be located not closer than 330
feet to any boundary of such tract.

In the event gas production is encountered in a well which was
projected as an oil well and which is located accordingly but does not
conform to the above gas well location rule, it shall be necessary for
the operator to bring the matter to a hearing before approval for the
production of gas can be given.

San Juan, Rio Arriba, Sandoval, and McKinley Counties

(a)

(b)

Wildcat Gas Wells. In San Juan, Rio Arriba, Sandoval, and
McKinley Counties, a wildcat well which is projected to a gas-
producing horizon shall be located on a designated drilling tract
consisting of 160 surface contiguous acres, more or less, substantially
in the form of a square which is a quarter section, being a legal
subdivision of the U.S. Public Land Surveys, and shall be located not
closer than 790 feet to any outer boundary of the tract nor closer than
130 feet to any quarter-quarter section or subdivision inner boundary.

In the event a well drilled as a gas well is completed as an oil well
and is located accordingly but does not conform to the oil well
location rule below, it shall be necessary for the operator to apply for
administrative approval for a non-standard location before an oil
allowable will be assigned. An application may be set for hearing by
the Director. If the operator is uncertain as to whether a proposed
wildcat well will be an oil well or a gas well, the well should be
staked so that it is in a standard location for both oil and gas
production.
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3)

(©)

(d

Wildcat Qil Wells, A wildcat well which is projected to an oil-
producing horizon as recognized by the Division shall be located on
a tract consisting of approximately 40 surface contiguous acres
substantially in the form of a square which is a legal subdivision of
the U.S. Public Land Surveys, or on a governmental quarter-quarter
section or lot, and shall be located not closer than 330 feet to any
boundary of such tract.

In the event a well drilled as an oil well is completed as a gas well
and is located accordingly but does not conform to the above gas well
location rules, it shall be necessary for the operator to apply for
administrative approval for a non-standard location before the well
can produce. An application may be set for hearing by the Director.
If the operator is uncertain as to whether a proposed wildcat well will
be an oil well or a gas well, the well should be staked so that it is in
a standard location for both oil and gas production.

All Counties except Lea, Chaves, Eddy, Roosevelt, San
Juan, Rio Arriba, Sandoval, and McKinley.

(a)

(b)

Any wildcat well which is projected as an oil well in any county other
than Lea, Chaves, Eddy, Roosevelt, San Juan, Rio Arriba, Sandoval,
and McKinley Counties shall be located on a tract consisting of
approximately 40 surface contiguous acres substantially in the form
of a square which is a legal subdivision of the U.S. Public Land
Surveys, or on a governmental quarter-quarter section or lot and shall
be located not closer than 330 feet to any boundary of such tract.

Any wildcat well which is projected as a gas well to a formation and
in an area which, in the opinion of the Division representative
approving the application to drill, may reasonably be presumed to be
productive of gas rather than oil shall be located on a drilling tract
consisting of 160 surface contiguous acres, more or less, substantially
in the form of a square which is a quarter section, being a legal
subdivision of the U.S. Public Land Surveys, and shall be located not
closer than 660 feet to any outer boundary of such tract nor closer
than 330 feet to any quarter-quarter section or subdivision inner
boundary.
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104.C.

ACREAGE AND WELL LOCATION REQUIREMENTS FOR
DEVELOPMENT WELLS

(1)  0Oil Wells, All Counties.

(a)

Unless otherwise provided in special pool rules, each development
well for a defined oil pool shall be located on a tract consisting of
approximately 40 surface contiguous acres substantially in the form
of a square which is a legal subdivision of the U.S. Public Land
Surveys, or on a governmental quarter-quarter section or lot, and
shall be located not closer than 330 feet to any boundary of such tract
nor closer than 330 feet to the nearest well drilling to or capable of
producing from the same pool, provided however, only tracts
committed to active secondary recovery projects shall be permitted
more than four wells.

(2) Lea, Chaves, Eddy and Roosevelt Counties.

(@)

(b)

Gas Wells. Unless otherwise provided in special pool rules, each
development well for a defined gas pool in a formation younger than
the Wolfcamp formation, or in the Wolfcamp formation which was
created and defined by the Division prior to November 1, 1975, or in
a Pennsylvanian age or older formation which was created and
defined by the Division prior to June 1, 1964, shall be located on a
designated drilling tract consisting of 160 surface contiguous acres,
more or less, substantially in the form of a square which is a quarter
section being a legal subdivision of the U.S. Public Land Surveys,
and shall be located not closer than 660 feet to any outer boundary of
such tract nor closer than 330 feet to any quarter-quarter section or
subdivision inner boundary nor closer than 1320 feet to the nearest
well drilling to or capable of producing from the same pool.

Unless otherwise provided in the special pool rules, each development
well for a defined gas pool in the Wolfcamp formation which was
created and defined by the Division after November 1, 1975, or of
Pennsylvanian age or older which was created and defined by the
Division after June 1, 1964, shall be located on a designated drilling
tract consisting of 320 surface contiguous acres, more or less,
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4)

comprising any two contiguous quarter sections of a single
governmental section, being a legal subdivision of the U.S. Public
Land Surveys. Any such well having more than 160 acres dedicated
to it shall be located not closer than 660 feet to the nearest side
boundary of the dedicated tract nor closer than 1650 feet to the
nearest end boundary, nor closer than 330 feet to any quarter-quarter
section or subdivision inner boundary. (For the purpose of this rule,
"side" boundary and "end" boundary are as defined in Rule
104.B(1)(a), above.)

San Juan, Rio Arriba, Sandoval, and McKinley Counties.

(a)

Gas Wells. Unless otherwise provided in special pool rules, each
development well for a defined gas pool shall be located on a
designated drilling tract consisting of 160 surface contiguous acres,
more or less, substantially in the form of a square which is a quarter
section, being a legal subdivision of the U.S. Public Land Surveys,
and shall be located not closer than 790 feet to any outer boundary of
the tract nor closer than 130 feet to any quarter-quarter section line
or subdivision inner boundary.

All Counties except Lea, Chaves, Eddy, Roosevelt, San Juan, Rio Arriba,
Sandoval, and McKinley.

(a)

Gas Wells. Unless otherwise provided in special pool rules, each
development well for a defined gas pool shall be located on a
designated drilling tract consisting of 160 surface contiguous acres,
more or less, substantially in the form of a square which is a quarter
section, being a legal subdivision of the U.S. Public Land Surveys,
and shall be located not closer than 660 feet to any outer boundary of
such tract nor closer than 330 feet to any quarter-quarter section or
subdivision inner boundary nor closer than 1320 feet to the nearest
well drilling to or capable of producing from the same pool.
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104.D.

(1)

2)

ACREAGE ASSIGNMENT

Well Tests and Classification. It shall be the responsibility of the operator
of any wildcat gas well or development gas well to which more than 40 acres
has been dedicated to conduct a potential test within 30 days following
completion of the well and to file the same with the Division within 10 days
following completion of the tests. (See Rule 401.)

(a)

(b)

(c)

Date of completion for a gas well shall be the date a wellhead is
installed or 30 days following conclusion of active completion work
on the well, whichever date comes first.

Upon making a determination that the well should not properly be
classified as a gas well, the Division will reduce the acreage dedicated
to the well.

Failure of the operator to file the aforesaid tests within the specified
time will also subject the well to such acreage reduction.

Non-Standard Spacing Units. Any well which does not have the required
amount of acreage dedicated to it for the pool or formation in which it is
completed may not be produced until a standard spacing unit for the well has
been formed and dedicated or until a non-standard spacing unit has been
approved.

(a)

The supervisor of the appropriate District Office of the Division shall
have the authority to approve non-standard spacing units without
notice when the unorthodox size and shape is necessitated by a
variation in the legal subdivision of the United States Public Land
Surveys and/or consists of an entire governmental section and the
non-standard spacing unit is not less than 70% nor more than 130%
of a standard spacing unit. Such approval shall consist of acceptance
of Division Form C-102 showing the proposed non-standard spacing
unit and the acreage contained therein.
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(b)

(©)

The Division Director may grant administrative approval to non-
standard spacing units without notice and hearing when an application
has been filed for a non-standard spacing unit and the unorthodox size
or shape of the dedicated tract is necessitated by a variation in the
legal subdivision of the U.S. Public Land Surveys, or the following
facts exist and the following provisions are complied with:

(1) The non-standard spacing unit consists of a single quarter-
quarter section or lot or the non-standard spacing unit consists
of quarter-quarter sections or lots that are contiguous by a
common bordering side; and

(i) The non-standard spacing unit lies wholly within a single
governmental quarter section if the well is completed in a pool
or formation for which 40, 80, or 160 acres is the standard
spacing unit size, wholly within a single governmental half
section if the well is completed in a pool or formation for
which 320 acres is the standard spacing unit size, or wholly
within a single governmental section if the well is completed
in a pool or formation for which 640 acres is the standard
spacing unit size.

Applications for administrative approval of non-standard spacing
units, pursuant to Section D(2) above, shall be accompanied by a plat
showing the subject spacing unit and an applicable standard spacing
unit for the applicable pool or formation, its proposed well
dedications, all adjoining spacing units and/or leases (whichever is
applicable), and a list of affected parties. Also to be included is a
statement that discusses the necessity for the formation of the subject
non-standard spacing unit and the reasons why a standard sized
spacing unit is not feasible.

(i) Affected parties in this instance shall be defined as those
parties who own interests in the applicable half quarter section
(80-acre spacing), quarter section (160-acre spacing), half
section (320-acre spacing), or section (640-acre spacing) in
which the non-standard spacing unit is situated and which
acreage is not included in said non-standard spacing unit;
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104.E.

3)

(d

(e)

(i)  the designated operator of any adjoining or diagonal spacing
unit producing from the same pool(s) as the proposed non-
standard spacing unit;

(iii) in the absence of an operator, all lessees of record of any
diagonal or adjoining lease owning interests in the same
pool(s) as the proposed non-standard spacing unit; and

(iv) in the absence of an operator or lessee, then to all owners of
record of unleased mineral interests.

The applicant shall submit a statement attesting that applicant, on or
before the same date the application was submitted to the Division,
has sent notification to the affected parties by submitting a copy of the
application, including a copy of the plat described in Subpart (c)
above by certified or registered mail-return receipt in accordance with
Rule 1207(6)(a) advising them that if they have an objection it must
be filed in writing within twenty days from the date notice was sent.
The Division Director may approve the non-standard spacing unit
upon receipt of waivers from all said parties or if no said party has
entered an objection to the non-standard spacing unit within 20 days
after the Director has received the application.

The Division Director may set any application for administrative
approval for a non-standard spacing unit for public hearing.

Number _of Wells Per Spacing Unit in Non-Prorated Gas Pools: Unless

otherwise permitted by special pool rules or authorized after notice and
hearing, only one (1) well per spacing unit is permitted in non-prorated

pools.

Form C-102, "Well Location and Acreage Dedication Plat", for any well
shall designate the exact legal subdivision allotted to the well and Form C-101,
"Application for Permit to Drill, Deepen, or Plug Back", will not be approved by the
Division without such proper designation of acreage.
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104.F.

1)

)

3)

UNORTHODOX LOCATIONS

Well locations for producing wells and/or injection wells which are
unorthodox based on the well location requirements of Rule 104.C(1)(a)
above and which are necessary to permit the completion of an efficient
production and injection pattern within a secondary recovery, tertiary
recovery, or pressure maintenance project are hereby authorized, provided
that any such unorthodox location within such project is no closer than the
required minimum orthodox distance to the outer boundary of the lease or
the unitized area, nor closer than 10 feet to any quarter-quarter section line
or subdivision inner boundary. Such locations shall only require such prior
approval as is necessary for an orthodox location.

The Division Director shall have authority to grant an exception to the well
location requirements of Sections 104.B and 104.C above or to the well
location requirements of special pool rules without notice and hearing when
the necessity for such unorthodox location is based upon geologic conditions,
archaeological conditions, topographical conditions, or the recompletion of
a well previously drilled to a deeper horizon provided said well was drilled
at an orthodox or approved unorthodox location for such original horizon.

Applications for administrative approval of unorthodox locations pursuant to
Rule 104.F(2), above, shall be accompanied by a plat showing the subject
spacing unit, its proposed unorthodox well location, the diagonal and
adjoining spacing units and/or leases (whichever is applicable) and wells,
and a list of affected parties. If the proposed unorthodox location is based
upon topography or archaeology, the plat shall also show and describe the
existent topographical or archaeological conditions. If the proposed
unorthodox location is based upon geology, the application shall include
appropriate geologic exhibits and a discussion of the geologic conditions
which result in the necessity for the unorthodox location.

(a) Adjoining and diagonal spacing units shall be defined as those
immediately adjacent existing spacing units in the same pool(s) as the
proposed unorthodox well and towards which the unorthodox well
location encroaches.
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(b)  Affected parties shall be defined as those parties who own interests in
leases or operate wells on adjoining or diagonal spacing units and
include:

(1) the designated operator of any adjoining or diagonal spacing
unit producing from the same pool(s) as the proposed well;

(ii) in the absence of an operator, all lessees of record of any
diagonal or adjoining lease owning interests in the same
pool(s) as the proposed well; and

(iii)  in the absence of an operator or lessee, all owners of record of
unleased mineral interests in the same pool(s) as the proposed
well.

(4)  The applicant shall submit a statement attesting that applicant, on or before
the same date the application was submitted to the Division, has sent
notification to the affected parties by submitting a copy of the application,
including a copy of the plat described in Rule 104.F(3) above by certified or
registered mail-return receipt in accordance with Rule 1207(A)(5) advising
them that if they have an objection it must be filed in writing within twenty
days from the date notice was sent. The Division Director may approve the
unorthodox location upon receipt of waivers from all said parties or if no
said party has entered an objection to the unorthodox location within 20 days
after the Director has received the application.

(5)  The Division Director may set any application for administrative approval
of an unorthodox location for public hearing, and may require that a
directional survey be run in the unorthodox well to establish the actual
location of the producing interval(s).

104.G. Whenever an exception is granted, the Division may take such action as will
offset any advantage which the person securing the exception may obtain over other
producers by reason of the unorthodox location.
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104 H. If the drilling tract is within an allocated oil pool or is placed within such
allocated pool at any time after completion of the well and the drilling tract consists of less
than 39 1/2 acres or more than 40 1/2 acres, the top unit allowable for such well shall be
increased or decreased in the proportion that the number of acres in the drilling tract bears
to 40.

104.1. If the drilling tract is within an allocated gas pool or is subsequently placed
within an allocated gas pool, and the drilling tract consists of less than 158 acres or more
than 162 acres in 160-acre pools, or less than 316 acres or more than 324 acres in 320-acre
pools, the top allowable for such well shall be decreased or increased in the proportion that
the number of acres in the drilling tract bears to a standard spacing unit for the pool.

104.]J. In computing acreage under Rules 104.H and 104.1 above, minor fractions
of an acre shall not be counted but 1/2 acre or more shall count as 1 acre.

104.K. The provisions of Rules 104.H and 104.1 above shall apply only to wells
completed after January 1, 1950. Nothing herein contained shall affect in any manner any
well completed prior to the effective date of this rule and no adjustments shall be made in
the allowable production for any such wells by reason of these rules.

104.L. In order to prevent waste the Division may, after notice and hearing, fix
different spacing requirements and require greater acreage for drilling tracts in any defined
oil pool or in any defined gas pool notwithstanding the provisions of Rules 104.B and
104.C above.

104.M. The Division may approve the pooling or communitization of fractional lots
of 20.49 acres or less with another oil spacing unit when:

(1)  The tracts involved are contiguous;

(2)  They are part of the same basic lease, carrying the same royalty
interest; and

(3)  The ownership of the tracts involved is common.
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104.N. Application to the Division for pooling shall be accompanied by three (3)
copies of a certified plat showing the dimensions and acreage involved in the pooling, the
ownership of all leases and royalty interests involved, and the location of any proposed
wells.

104.0. The Division shall wait at least ten days before approving any such pooling,
and shall approve such pooling only in the absence of objection from any party entitled to
notice. In the event that a party entitled to notice objects to the pooling, the Division shall
consider the matter only after proper notice and hearing.

104.P. The Division may waive the ten-day waiting period requirement if the
applicant furnishes the Division with the written consent to the pooling by all offset
operators involved.

104.Q. The Division may consider that the requirements of Rules 104.M(2) and (3)
have been fulfilled if the applicant furnishes with each copy of each application to the
Division a copy of executed pooling agreement communitizing the tracts involved.

104 .R. REPEALED
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