
B E F O R E THE OIL CONSERVATION COMMISSION 
OF THE S T A T E OF NEW MEXICO 

ORDER NO .AG-I 

GAS PRORATION ORDER 
FOR PERIOD JANUARY 1, 1954 THROUGH JUNE 30,1954 

The Commission held public hearing at Santa Fe , New Mexico on 
November 19, 1953 at 9 o'clock a. m. , pursuant to legal notice for the 
purpose of setting the allowable production of gas from the following nine 
(9) gas pools in Lea County, New Mexico for the six month period, January 
1, 1954 through June 30, 1954: 

Amanda, Arrow, Blinebry, Byers-Queen, 
Eumont, Jalco, Justis, Langmat and Tubb. 

NOW, on this day the Commission, a quorum being present, having 
considered the nominations of purchasers, the capacity of producing wells, 
and being otherwise fully advised in the premises, 

FINDS: 

(1) The total nominations of purchasers of gas produced from the above 
listed nine (9) gas pools for the period January 1, 1954 through June 30, 1954 
is 49,163, 888 MCF. The individual pool nominations, which total 49,163, 888 
MCF are as follows: 

AMANDA 181,000 
ARROW 654,962 
B L I N E B R Y 3,832,813 
B Y E R S - Q U E E N 193,370 
EUMONT 14,154,009 
JALCO 9.808,806 
JUSTIS 378,593 
LANGMAT 17,038,720 
TUBB 2,921,615 

(2) The potential producing capacity of all gas wells in the nine (9) gas 
pools listed above is in excess ofthe nominations of purchasers of gas and 
in order to prevent waste and protect correlative rights, the production of 
gas from the above listed nine (9) gas pools should be limited and allocated 
and distributed during the six month proration period commencing January 
1, 1954. 

(3) That all the producing gas wells, together with the expected comple
ted or recompleted wells in the nine (9) gas pools listed above can produce a 
total of 49, 163,888 MCF without causing waste within the six month pro
ration period commencing January 1, 1954, and an allocation based upon 
such production would be reasonable and protect correlative rights. 

IT IS T H E R E F O R E ORDERED: 

(1) For the six month proration period commencing January 1, 1954 
the total allowable production to be assigned the nine (9) allocated gas pools 
in Lea County be and the same hereby are as follows: 
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AMANDA 
ARROW 
B L I N E B R Y 
B Y E R S - Q U E E N 
EUMONT 
JALCO 
JUSTIS 
LANGMAT 
TUBB 

181.000 MCF 
654,962 MCF 

3,832,813 MCF 
193,370 MCF 

14,154,009 MCF 
9,608,806 MCF 

378,593 MCF 
17,038.720 MCF 
2,921,615 MCF 

(2) The allocation hereby let for said six month proration period in 
the nine (9) allocated pools in Lea County, New Mexico shall be in accordance 
with Orders Nos. 368-A through 376-A inclusive, and the Commission's Rules 
and Regulations. 

(3) The total allowable production for each pooi as set forth shall be 
allocated on a monthly basis in accordance with Schedule "A", attached hereto 
and said schedule shall be adjusted monthly to meet changes in market con
ditions as reflected by purchasers supplemental nominations and actual gas 
production, in accordance with Orders Nos. 368-A through 376-A inclusive. 

The foregoing order shall remain effective until further order of the 
Commission. ^ 

DONE at Santa Fe , New Mexico, this ^ day of November, 1953. 

S T A T E OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

EDWIN L . MECHEM, Chairman 

E . S. WALKER, Member 

R, R. SPURRIER, Member and Secretary 

S E A L 
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B E F O R E THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO 

ORDER NO. AG-l-A 

SUPPLEMENTARY GAS PRORATION ORDER FOR 
MONTH OF JANUARY, 1954 

The Commission held public hearing at Santa F e , New Mexice on 
December 1?, 1953 &t 9 o'clock a . m . , pursuant to legal notice, for tne 
purpose of setting the allowable production of gas from the following nine 
gas pools in Lea County, Now Mexico, for tho month of January, 1954: 

Amanda, Arrow, Blinebry, Byers-Cueen, Eumont, Jalco, 
Justis, Langmat and Tubb. 

NOW , on this day the Commission, a quorum being present, having 
considered the supplementary nominations of purchasers, the capacity of 
producing wells, and being otherwise fully advised in the premises, 

FINDS: 

(1) Tbe total nominations of purchasers of gas produced from the 
above listed nine gas pools for the month of January, 1954 is 12,299,763 
M C F . The individual pool nominations, which total 12,299,763 M C F , are 
as follows; 

Amanda ' 31,000 
Arrow 135,391 
Blinebry 973,425 
Byers-Cueen 8,760 
Eumont 3,040, 253 
Jalco 2,629,478 
Justis 130,109 
Langmat 4,655,871 
Tubb 695,476 

(2) The potential producing capacity of all gas wells in the nine 
gas pools listed above is in excess of the nominations of purchasers of gas 
and in order to prevent waste and protect correlative rights, the production 
of gas from the above listed nine gas pools should be limited, allocated and 
distributed during the month of January, 1954. 

{3) That ail the producing gas wells, together with the expected 
completed or recompleted wells ia the nine gas pools listed above, can 
produce a total of 12,299,763 MCF without causing waste during the month 
of January 1954, and an allocation based upon such production would be 
reasonable and protect correlative rights. 

IT IS T H E R E F O R E ORDERED: 

(1) For the month of January, 1954 tbe total allowable production 
to be assigned the nine allocated gas pools in Lea County, New Mexico, be 
and the same hereby is as follows: 
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(a) Extension of Blanco-Mesaverde Poo l to include 
Sections 22, 27, 31 s 32, 33 and 34 i n Township 27 
N o r t h , Range 5 West. 

(b) Extens ion of F u l c h e r - K u t z - P i c t u r e d C l i f f s Poo l to 
include Sections 5 and 6 i n Township 27 N o r t h , Range 
8 West. 

(c) Extens ion of South B i a n c o - P i c t u r e d C l i f f s Poo l to 
include Sections 1, 11 and 12 i n Township 26 N o r t h , 
Range 7 West, and Section 36 i n Township 27 N o r t h , 
Range 7 West. 

(d) Extens ion of the A z t e c - P i c t u r e d C l i f f s Poo l to include 
S/2 Section 3 i n Township 30 N o r t h , Range 11 West. 

CASE 629: Southeastern New Mexico nomenclature case, invo lv ing creat ions of new 
pools s extensions to or deletions f r o m exis t ing pools , as f o l l o w s : 

(a) Crea t ion of the B i g E d d y - B r u s h y Canyon^Delaware) Poo l 
f o r o i l product ion i n Eddy County, New Mex ico , descr ibed 
as: 

Township 20 South, Range 29 East 
Sections 27, 28, 33 and 34, a l l 

(b) Crea t ion of the B i g E d d y - L o w e r Delaware Poo l f o r o i l 
p roduc t ion i n Eddy County, New M e x i c o , descr ibed as: 

Township 20 South, Range 31 East 
Sections 22, 23, 26 and 27 

(c) Extens ion of the D o l l a r h i d e - D r i n k a r d Poo l boundary i n 
Lea County, New M e x i c o , to include f o l l o w i n g : 

Township 24 South, Range 38 East , 
S/2 Section 19; 
W / 2 Section 31 

(d) Extens ion of the D o l l a r h i d e - F u s s e l m a n Pool boundary i n 
Lea County, New M e x i c o , to include t he re in : 

Township 25 South, Range 38 Eas t 
N W / 4 Section 5 

(e) Extens ion of the G l a d i o l a - W o l f camp Poo l boundary i n Lea 
County, New M e x i c o , to include t h e r e i n : 

Township 12 South, Range 38 Eas t 
SW/4 Section 19; 
W / 2 Section 30 



Extens ion of the L a z y ! J 1 Poo l boundary i n Lea County, 
New M e x i c o , to include the re in : 

Township 13 South, Range 33 East 
SE/4 Section 21 

Extens ion of the Teague-El lenburger P o o l boundary i n 
Lea County, New M e x i c o , to include the re in : 

Township 23 South, Range 37 East 
N W / 4 Section 35 

Extension of the Teas Pool boundary i n Lea County, New 
Mex ico , to include the re in : 

Township 20 South, Range 33 Eas t 
SE/4 Section 14; W / 2 Section 14; 
E / 2 Section 15 

Extens ion of the E m p i r e Poo l boundary i n Lea Coionty, 
New Mex ico , to include the re in : 

Township 17 South, Range 28 East 
N / 2 Section 31 

Extension of the A r t e s i a Poo l boundary i n Eddy County, 
New M e x i c o , to include the re in : 

Township 18 South, Range 28 East 
N / 2 N / 2 Section 13 

De le t ion f r o m the Nichols Poo l boundary i n Eddy 
County, New M e x i c o , of the f o l l o w i n g area: 

Township 18 South, Range 28 East 
N / 2 N / 2 Section 13 



D O C K E T : R E G U L A R HEARING S E P T E M B E R 17, 1953 

New Mex ico O i l Conservat ion C o m m i s s i o n 9 a . m . M a b r y H a l l , Santa Fe , N . M . 

FIRST: Considera t ion of the al lowable f o r the month of October, 1953. 

CONTINUED CASES 

CASE 330: Th is case is concerned w i t h Stanolind's appl icat ion f o r p r o r a t i o n of na tura l 
* gas i n the Blanco-Mesaverde P o o l , San Juan County, New Mexico , and has 

been successively continued to p e r m i t the compi la t ion of product ion data. 

CASE 377: Under t e r m s of Order R-172 the O i l Conservat ion Commiss ion requested 
that Benson & M o n t i n appear to show cause why a 160-acre spacing pa t te rn 
sho\ild not be ins t i tu ted f o r P i c t u r e d C l i f f s wel l s i n the Gallegos Uni t A r e a , 

San Juan County, to supersede the t e m p o r a r y 320-acre spacing e a r l i e r 
granted. 

CASE 565: G u l f ' s appl icat ion f o r p e r m i s s i o n to deviate i t s L i l l i e No. 2 w e l l , d r i l l i n g 
at a surface locat ion 750' S of N l ine and 560' E of W l i n e , 23-24S-37E; 
th is d i r ec t i ona l d r i l l i n g contemplated because of geologic t rends established 
i n obtaining product ion f r o m i ts L i l l i e No. 1 w e l l 241' to the nor thwest , and 
to r e su l t , i f e f fec ted , i n the w e l l ' s being bottomed at a point equivalent to a 
surface locat ion 662. 3' S of N l ine and 329. 51 E of W l ine of Section 24. 

NEW CASES 

CASE 574: R. J . P a l m e r ' s appl ica t ion f o r order p roh ib i t i ng Greenbr ie r O i l Company 
~~ " f r o m remov ing , taking or i n t e r f e r i n g w i t h tubing, casing and other equip

ment i n P a l m e r No. 1 W e l l , N E / 4 SW/4 SE/4 1-24N-2W, N M P M . 

CASE 575: Tide Water ' s appl icat ion f o r dual comple t ion of i t s A . B . Coates C - l W e l l , 
SE/4 N W / 4 24-25S-37E, to p e r m i t product ion of gas f r o m Paddock and gas 
f r o m Seven R i v e r s . 

CASE 576: Stanolind's appl icat ion f o r approval of B u f f a l o Uni t A r e a embracing 6,127. 07 
" acres of land i n Townships 18 and 19 S, Range 33 E , Lea County, New Mex ico . 

CASE 577: App l i ca t ion of O i l Conservat ion Commiss ion f o r o rder changing the designated 
producing zone i n the Hobbs Poo l f r o m the San Andres zone to the Grayburg -
San Andres zone. 

CASE 578: App l i ca t i on of O i l Conservat ion Commiss ion f o r order r ev i s i ng Rule 1.105 of 
Section ' M ' (Reports) of the Rules and Regulat ions. 

CASE 579: App l i ca t ion of the O i l Conservat ion Commiss ion f o r an order creat ing the 
Fa lby-Yates Pool and delet ing ce r t a in areas f r o m the Cooper -Ja l and L a n g l i e -
M a t t i x Pools i n Lea County, and sett ing f o r t h such changes as f o l l o w s : 

(a) Crea t ing the Fa lby-Yates Poo l f o r o i l p roduct ion f r o m 
the Yates, inc luding: 
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Township 24 S, Range ;36 E , N M P M 
E / 2 SE/4 Section 23; 
N E / 4 N W / 4 , N E / 4 N E / 4 , S/2 N / 2 , S/2 Section 24; 
N / 2 Section 25; E / 2 N E / 4 Section 26 

Township 24 S, Range 37 E , N M P M 
W / 2 Section 19 and NWj/4 Section 30 

(b) Dele t ing the f o l l o w i n g area f r o r a the Cooper -Ja l Poo l : 

Township 24 S, Range 36 E , N M P M 
E / 2 SE/4 Section 23; 
N E / 4 N W / 4 , S/2 N W / 4 , SW/4 Section 24; 
N W / 4 Section 25; E / 2 N E / 4 Section 26 

(c) Dele t ing the f o l l o w i n g area f r o m the L a n g l i e - M a t t i x Poo l : 

Township 24 S, Range 36 E , N M P M 
N E / 4 N E / 4 , S/2 N E / 4 , SE/4 Section 24; 
N E / 4 Section 25 

Township 24 S, Range 37 E , N M P M 
N E / 4 N W / 4 , S/2 N W / 4 , SW/4 Section 19; 
N W / 4 Section 30 

CASE 580: General nomenclature case f o r southeastern New Mexico , p rov id ing 
f o r c rea t ion and extension of pools as f o l l o w s : 

(a) Crea t ion of the Anderson Ranch-Wolfcamp O i l Poo l i n Lea County 
to include: 

Township 16 S, Range 32 E , N M P M 
SW/4 Section 1; S/2 Section 2; 
A l l Section 11; W / 2 Section 12; 
W/2 N W / 4 Section 13; N / 2 Section 14 

(b) Crea t ion of L i t tman-San Andres O i l Poo l i n Lea County to 
include: 

Township 21 S, Range 38 E , N M P M 
A l l Section 16 ly ing~within New Mexico 

(c) Crea t ion of Dr ickey-Queen O i l Poo l i n Chaves County to 
inc lude: 

Township 14 S, Range 31 E , N M P M 
A i r ^ e ^ r o r T T 5 

(d) Crea t ion of the Lone -Wol fcamp O i l Poo l i n Chaves County 
to include: 
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Township 7 S, Range 31 E , N M P M 
A l l Section 7 " — — — 

(e) Extension of Dol la rh ide-Queen Pool i n Lea County to include: 

Township 24 S, Range 38 E , N M P M 
W/2 Section 31; S/2 Section 29 

(f) Extension of D r i n k a r d Pool boundary in Lea County to include: 

Township 22 S, Range 38 E , N M P M 
E / 2 Section 18 

(g) Extension of Gladiola Pool boundary i n Lea County to include: 

Township 12 S, Range 37 E , N M P M 
S/2 Section 24 

(h) Extension of Moore -Devonian Poo l boundary i n Lea County 
to include: 

Township 11 S, Range 32 E , N M P M 
S/2 Section 13 

CASE 581: General nomenclature case f o r nor thwes tern New Mexico , p rov id ing 
f o r the fo l l owing extensions and deletions: 

(a) Extension of Blanco-Mesaverde P o o l boundary i n San Juan 
County to include: 

Township 31 N , Range 10 W, N M P M 
A l l Sections 1 - 12, i n c l . 

Township 31 N , Range 9 W, N M P M 
A l l Sections 1 4 - 1 7 , i n c l . 

Township 32 N , Range 10 W, N M P M 
A l l Sections 8, 17, 20, 34 and 35 

Township 32 N , Range 11 W, N M P M 
A l l Sections 19, 20, 21, 28 and 29 ™ 

(b) Extension of Fulcher K u t z - P i c t u r e d C l i f f s Pool boundary i n San 
Juan County to include; 

Township 27 N , Range 8 W, N M P M 
A l l Section 7 

(c) Dele t ion f r o m the Fu lche r K u t z - P i c t u r e d C l i f f s Poo l boundary 
of the fo l l owing area: 
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Township 28 N , 'Range 11 W, N M P M 
A l l Section 26 

* * * 
The fo l l owing Cases 582-590, i nc lus ive , are a l l brought up by 
the O i l Conservat ion C o m m i s s i o n on i ts own mot ion f o r es tabl i sh
ment of ind iv idua l pool rules f d r each pool named, the rules being 
concerned wi th w e l l spacing, gas p r o r a t i o n and a l loca t ion , p r o 
r a t i on units / -pool del ineat ion 'a j id other re la ted mat te r s insofa r as 
they pe r t a in to the general ru les f o r gas p r o r a t i o n as set f o r t h i n 
Order R-356 i n Case 521: 

CASE 5 8 2 : A f f e c t i n g the Jalco Gas P o o l , Lea County, as set f o r t h i n note above. 

CASE 583: A f f e c t i n g the 
above. 

Langmat Gas P o o l , Lea County, as set f o r t h i n note 

CASE 584: A f f e c t i n g the 
above. 

Eumont Gas Poo l , Lea County, as set f o r t h i n note 

CASE 585: A f f e c t i n g the 
above. 

A r r o w Gas P o o l , Lea County, as set f o r t h i n note 

CASE 586: A f f e c t i n g the B l i n e b r y Gas P o o l , Lea County, as set f o r t h above. 

CASE 587: A f f e c t i n g the Tubb Gas P o o l , Lea County, as set f o r t h above. 

CASE 588: A f f e c t i n g the Amanda Gas Poo l , Lea County, as set f o r t h above. 

CASE 589: A f f e c t i n g the Justis Gas P o o l , Lea County, as set f o r t h above. 

CASE 590: A f f e c t i n g the Byers -Queen Gas P o o l , Lea County, as set f o r t h 
above. 
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OKM SO. 581 

Cooes now the applicant, f i x H Paclfio Coal and OU 

Goaspany, aad respectfully requests tha CosmUaion to nake 

atailalsle to tha applicant at tha re-bear in« Hat fellevin* 

documents from tha Coanlaslas.'* filas: 

1. Solas and regulation* ef tha Ooseftlaelen with. 

asendnents the;peto» - /• , y 

2. Transcripts, tool tiding a l l original esthlblts, 

cofaring tha following h»axin*» covering Casa So. 2b$t 

Beeeahe* 22, 1950* W*e» 20, P ( April 1951| *ST 23. 

1951 and fvtkj 2$, fejL ^ ^ /C - j£) 

3. Docket ef Mare* 17* 1953. 

if. Traueaript ef hearing, lanlnfllng e l l original 

eaatbits, en Karen 17, 1953* *» Ve. 521. 

5. Doeket ef April 16, 1959* 

6. Seeks* ef Mas/ 19, 1953 

7. Docket ef June 16, 1953* 

8. Seeks* of July 16, 1953.*̂  £ 

9. Letter of transmittal dates Jvljj/^, 1953, from 

A. Ii. Hill, Chairman of the Advisory OseMlttoo, to E. E. 
r, « P — ~ft. a htLyl±*rc£~ 



Spurrier. 

10. Transcript ef hearing, t—lnfllng all original 

ea&iblts, on JulyVio, 1953. 

11. Docket of august 20* 1953* 

12. Transcript of hearing, tiHifrBefng all original 

exhibits, oa Oase Ho. 521-245 oa August 20, 1953* 

13. Order Bo. &>35» i * Case Io. 521 datsA August 28, 

1953, vita correction thereto dated September 21, 1953* 

U. Docket of Septsaker 17, 1953. ^ 

15. ^EransoHat i f hearing. Including all original 

exhibits, em Sep teaser 17, 1953* 

16. Otter Ve. E-368 ln Cage Se. 582 dated September 28, 

1953. / 

17. Docket of October 15, 1953*/^ 

18. Transcript of hearing, Including all original 

exhikita, of Octoker 26, 1953 % Oaee Se. 582.*^ ' • 

19. Commission AUtotlve dated. October 30. 1953. 

directed te the operators in the nine peels, requesting 

thea to suhnit nominations ea preliminary forms arailaole at 

the Hokhs district office. 

29. Memorandum ef V. 1. Sassy ie the Commission 

ia Oases See. 582 through 590, dated October 30, 1953.^ 

21. Oroar So. E-368^A ia Case Ho. 582. ^ 

22. Applieatiea fear re-fcaariag ia Case So. 582. 

23. Order So. E-3e8-J granting re-hearing in 

2k. Order So. B-26&0. consolidating Oases Sos. 2*5 

and 521. 

25. Transcript of hearing, liwl-adlng all original 

exhibits, la Oase So. 583 cerering the Laagmet peel. ^ 

26. Orders So. S~3»9 •** &-3fe4 la OMt So. 583. S 

27. Docket of HoTeaber 19, 1953* 



28. fraaseript ef hearing. inoVadlag ell original 

exhibits, ef SoTsasar 19, 1953, *•* **• P W * * •* •***4a* 

the allowasle production ef gft* *a4 « * preliminary 

nomination, fe* gas for the first six month* •* 195&* 

29. Socket of 17. 1953* ^ 

30. fraaseript of hearing, including ell original 

exhihite, ef SeeemW 17. 1953, eetariag tha supplenaatal 

noalaatloae for January, 1 9 5 * » ^ ^ 

31. Copy of the allevaale er4er ef December. 1953. 

containing the aUeaaale for thn fix** fix aoatha of 195*. 

aad th* January allowable for 195*» 

Applieaat farther reqpe.t. that the above enumerated, 

documents he aatheatloated or prepared ta such ether aaaaer 

whioh will hi aeeepted *y the Oonaisaioa when, the eaid 

doeuaente are iatrodueed iato ewldenee. 

VSaSEfOSB, applieaat reejaeate the as*?* enumerated 

document* to he prepare! ia the aaaaer r**tt#s**4 aaa aaea 

available to the applloaat at th* re-hearing. 

^tteraay for Applicant̂  
xae Paolf io Coal aad ©il Ooapaay, 

P. 0. Sex 513 
Bo swell , SewHexlee 
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CASE 596; E l Paso Na tu ra l ' s appl icat ion f o r compulsory un i t i za t ion of the E / 2 
of Section 32, Township 30 N o r t h , Range 8 West, San Juan County; 
or , in the a l t e rna t ive , f o r approval of an unorthodox d r i l l i n g un i t of 
280 acres i n E / 2 of said section. 

CASE 597: E l Paso Natura l ' s appl icat ion f o r p e r m i s s i o n to d r i l l an L P G storage 
w e l l i n NE NE 16-15N-17W, M c K i n l e y County, a f t e r washing out a 
storage cavi ty to an approximate depth of 800 feet i n the Chinle f o r m a 
t i o n . 

CASE 598: App l i ca t ion of O i l Conservat ion Commiss ion f o r r ev i s i on of Rule 104 
(b) per ta in ing i n p a r t to we l l - spac ing i n San Juan, Rio A r r i b a , Sandoval 
and M c K i n l e y Counties, and f o r a r e v i s i o n of Orders R-59 , R-46 and 
R-110 per ta in ing to spacing of gas we l l s to be d r i l l e d to the P i c t u r e d 
C l i f f s and Mesaverde f o r m a t i o n s . 

CASE 599: Southeastern New Mexico nomenclature case, concerned w i t h c rea t ion 
of new pools and extension of ex i s t ing pools , a l l i n Lea County: 

(a) Crea t ion of the East Hobbs-Seven R i v e r s O i l Poo l f o r 
Seven R ive r s product ion , descr ibed as: 

Township 18 S, Range 38 E , N M P M 
A l l Section 25 

(b) Extension of Crossroads Pool to include S/2 22-9S-36E. 

(c) Extension of Denton-Wolfcamp Poo l to inc lude N / 2 Sect. 26 

and a l l Sect. 36, Township 14 S, Range 37 E ; and E / 2 10-15S-37E. 

(d) Extension of Lovington-Paddock Pool to include S/2 25-16S-36E. 

(e) Extension of L y n c h Poo l to include E / 2 35-20S-34E. 

CASE 600: Nor thwes te rn New Mexico nomenclature case, p rov id ing f o r extensions 
of exis t ing pools i n San Juan and Rio A r r i b a Counties: 

(a) Extension of Blanco-Mesaverde Pool to include: 

Township 29 N , Range 6 W, N M P M 
Sections 19 - 36, i n c l . , a l l 

Township 30 N , Range 6 W, N M P M 
Sections 23 and 24, a l l 

Township 28 N , Range 6 W, N M P M 
P a r t i a l Sections 7 - 12, i n c l . , a l l ; 
Sections 13 - 18, i n c l . , a l l 



D O C K E T . R E G U L A R HEARING OCTOBx . 15, 1953 '7 

New Mexico O i l Conservat ion Commiss ion 9 a . m . Mabry H a l l , Santa Fe , New Mexico 

FIRST: Considera t ion of the allowable f o r the month of November 1953. 

CONTINUE!) CASES 

CASE 565: Gu l f ' s appl icat ion to deviate i t s L i l l i e No. 2 W e l l , d r i l l i n g at a surface 
locat ion 750' S of N l ine and 560 s E of W l ine , 23-24S-37E; this d i r ec t i ona l 
d r i l l i n g contemplated because of geologic trends established i n obtaining 
product ion f r o m i t s L i l l i e No. 1 W e l l 241' to the NW, and to r e su l t , i f 
e f fec ted , i n the w e l l ' s being bottomed at a point equivalent to a surface 
loca t ion 662. 3' S of N l ine and 329. 5* E of W line of Section 23. 

CASE 579: App l i ca t ion of the O i l Conservat ion Commiss ion f o r an order c rea t ing the 
Fa lby-Yates Poo l and delet ing ce r t a in areas f r o m the Cooper-Ja l and 
L a n g l i e - M a t t i x Pools i n Lea Covpity. (This case was continued f r o m the 
September 17 hearing to await resul t s of bot tom-hole pressure surveys 
then i n p rogress . ) 

NEW CASES 

i 

CASE 556: (Re-hearing) P h i l l i p s ' request f d r p e r m i s s i o n to e f fec t an o i l - o i l dual 
comple t ion of i t s F o r t No. 1 W e l l , NE NE 34-14S-37E. O r i g i n a l l y heard 
on July 16, this case was set up f o r r e -hea r ing upon proper pe t i t ion f r o m 
P h i l l i p s Pe t ro leum Company anoj by issuance of O i l Conservat ion C o m 
m i s s i o n Order R -350 -A . j 

CASE 557: (Re-hearing) P h i l l i p s ' request f o r p e r m i s s i o n to e f f ec t an o i l - o i l dual 
complet ion of i t s Fonzo No. 1 W e l l , NW NW 35-14S-37E. This case also 
was f i r s t heard on July 16, and i s being r e -hea rd on P h i l l i p s ' pe t i t ion 
( O i l Conservat ion Commiss ion Order R-351-A) . 

CASE 593: Stanolind's appl icat ion f o r dual Completion of i t s State ' E ' , T r a c t 17, 
W e l l No. 1, SW SE 1-17S-36E. ( $ i l f r o m Paddock and gas f r o m Queen 
f o r m a t i o n . ) 

CASE 594: At l an t i c Pipe L ine Company's appl icat ion f o r p e r m i s s i o n to operate a 
t e m p o r a r y portable t r ea t ing plaat on i t s Leach Tank F a r m (Hobbs) f o r 
process ing , t rea t ing and r e c l a i m i n g of approximate ly 25,000 b a r r e l s of 
basic sediment and water accumulated i n tanks thereon, i n accordance 
w i t h Rule 312. 

CASE 595: E l Paso Na tu ra l ' s appl icat ion fair compulsory un i t i za t ion of the E / 2 of 
Section 32, Township 31 N o r t h , {Range 10 West, San Juan County; o r , i n 
the a l te rna t ive , f o r approval of Jan unorthodox d r i l l i n g uni t of 240 acres 
i n E / 2 of said section. 

! 1 



Township 29 N , Range 7 W, N M P M 
Sections 20 - 29, i n c l . , a l l ; 
Sections 32 - 36, i n c l . , a l l 

(b) Extension of A z t e c - P i c t u r e d C l i f f s Poo l to include 3-29N-10W. 

(c) Extension of West K u t z - P i c t u r e d C l i f f s Poo l to include N / 2 
24-28N-13W. 

N O T I C E 

A l l in teres ted operators are asked to note that by Commiss ion 
order special gas pool hearings have been scheduled as fo l l ows 
a l l at 9 a. m . , Mabry H a l l , Santa Fe : 

October 26, 1953 October 27, 1953 October 28, 1953 

Jalco 
Tubb 
Amanda 

Langmat 
Justis 
Byers -Queen 

Eumont 
A r r o w 
B l i n e b r y 



N E W M E X I C O 

O I L C O N S E R V A T I O N C O M M I S S I O N 

Box 871 

Santa F e , New Mexico 

Directive: To all operators in the Eumont, Jalco, Langmat, Blinebry, Tubb, 
Justis, Arrow, Amanda and Byers-Queen Pools. 

Pending issuance of final orders in Cases 582 through 590 pertaining 
to pool rules for the above listed gas pools all operators should take immediate Steps 
to perform the following, if applicable: 

1. All purchasers or takers of gas in the above listed 9 pools should 
submit nominations on "Preliminary" Nomination Forms. These forms are available 
at our Hobbs district office (Box 2045, Hobbs, New Mexico). These forms should be 
mailed to the Santa Fe office (Box 871) of the Commission together with a list of all 
wells (showing well location) which the nominations cover. It should be noted that 
only those gas wells which are not on the oil proration schedule should be included in 
the list and the list should include any wells to which connection is to be made by 
January 1, 1954. 

2. Al l operators of gas wells in any of the above pools should comply 
with Rule 11 of Order R-356. In connection with the submission of plats only those 
plats which contain acreage of 160 acres (a quarter sectipn) will be approved. If an 
operator contemplates that he will be able to execute a Communitization Agreement 
by January 1, 1954 then the plat should so state. 

3. If an operator contemplates a request fpr an unorthodox gas unit 
then immediate steps should be taken to apply to the Commission for such approval 
so that it can be considered at the regular hearing of this Commission on December 

It should be noted that the final orders in these cases can not be 
issued until the hearing transcripts are received. Therefore, any of the provisions 
of this directive may be changed. Upon receipt of orders each operator should 
check to see that they have complied with each, provision of the order. 

This directive is designed solely to help operators comply with 
the rules. 

October 30, 1953 



GAS WELL DELIVERABILITY TESTING RULES 
AMD PROCEDURES POR THE JALCO FIELD, 

LEA COUNTY, NEW MEXICO. 

SECTION A. TYPE OF GAS WELL TESTS REQUIRED: 

(1) THE INITIAL POTENTIAL TESTS: An "open flow" test and a 

"shut-in pressure" test shall be made immediately upon completion of 

each gas well. 

(2) ORIGINAL DELIVERABILITY. AND SHUT-IN PRESSURE TESTS; 

A Deliverability (flow) and a shut-in pressure test shall be made 

and completed on each gas well within thirty (30) days after the f i r s t 

delivery of gas therefrom into a pipeline, and following a minimum of 

seven (7) days continuous production. Report of such tests shall be 

made to the Commission upon official Form C-122-A, marked "Original", 

within the month next after such tests are completed. 

(3) ANNUAL DELIVERABILITY. AND SHUT-IN PRESSURE TESTS; 

Annual deliverability tests and shut-in pressure tests are required 

to be made during the period from October 1 through December 31 of each 

year of a l l producing wells; provided, however, that for new wells the 

original deliverability and shut-in pressure tests thereof are in lieu 

of the annual tests for the year in which such well or wells are com

pleted; results of these annual tests are required to be filed with the 

Commission on Form C-122-A, marked "Annual", within the month next after 

completion of suoh tests. These deliverability tests shall be accepted 

in lieu of the annual potential tests previously required by the Commission. 



(k) SCHEDULE OF TESTS: 

Within t h i r t y (30) days a f t e r the e f f e c t i v e date of t h i s Order 

and at least s i x t y (60) days before the beginning of subsequent annual 

d e l i v e r a b i l i t y t e s t periods, the pipeline companies receiving gas from 

wells to be tested s h a l l , i n cooperation with t h e i r respective operators, 

submit a t e s t i n g schedule f o r the annual d e l i v e r a b i l i t y and shut-in 

pressure tests f o r a l l wells connected to t h e i r respective pipeline 

systems; such tes t schedules s h a l l be promptly f i l e d w i t h the Commission 

for approval, and, i f approved, the Commission s h a l l f u r n i s h each operator, 

as i d e n t i f i e d by l i s t s of names and addresses furnished by the respective 

pipe l i n e companies, with a copy of such schedule as approved by the Com

mission, or a part thereof pertinent to such operator's wells, immediately, 

i n the f i r s t instance and thereafter at least t h i r t y (30) days before the 

beginning of the annual d e l i v e r a b i l i t y t e s t period of each succeeding 

year. I n any case where Original d e l i v e r a b i l i t y and shut-in pressure 

tests f o r new wells are to serve as the f i r s t annual t e s t s , then and I n 

that event the operator s h a l l n o t i f y the Commission i n w r i t i n g at least 

f i v e (5) days before the commencement of the t e s t s . 

I n event changes f o r substantial reasons are necessary i n the 

annual t e s t schedule, the Commission s h a l l be n o t i f i e d f i f t e e n (15) days 

before tests are scheduled to commence. 

(5) WHO MAY WITNESS TESTS: Any I n i t i a l P otential Test. Original 

or Annual D e l i v e r a b i l i t y and shut-in pressure t e s t may be witnessed by 

any or a l l of the f o l l o w i n g : a competent representative of the Commission, 

an o f f s e t operator, a representative of the pipe l i n e company taking gas 

frora an o f f s e t operator, or a representative of a pipe l i n e company taking 

gas from the well under t e s t . 



Deliverability tests required hereinabove in Paragraphs (2) and 

(3) of this section shall determine the calculated deliverability of 

each gas well, which shall be reported to the Commission by converting 

actual deliverability against existing line pressures to the calculated 

deliverability at a pressure equal to eighty (80) percent of the shut-in 

pressure of each well in the manner hereinafter specified below. Such 

calculated deliverability so determined, and hereinafter so referred to, 

shall not be considered as the actual deliverability of any well into a 

gas transportation facility, but shall be used by the Commission as an 

index to determine the well'3 ability to produce at assumed line pressures, 

as compared to other wells in the pool under like conditions. 

SECTION B. PROCEDURES POR TESTS; 

(1) ORIGINAL DELIVERABILITY AND SHUT-IN PRESSURE TESTS; 

The procedure and method for the original deliverability and shut-in 

pressure tests is hereinbelow described under annual deliverability tests. 

(2) THE ANNUAL DELIVERABILITY AND SHUT-IN PRESSURE TESTS; 

(a) These tests shall be taken by unrestrictedly producing the well 

into the pipeline. The daily flowing rate shall be determined frora an 

average of two (2) consecutive producing daysj following a minimum of 

seven (7) consecutive days continuous production. All such production 

during the seven (7) day conditioning period plus the deliverability test 

period shall be at working well head pressures not in excess of seventy-

five (75) per cent of the previous annual seven (7) day shut-in pressure 

of such well i f such previous annual shut-in pressure information Is 

available; otherwise, the seven (7) day i n i t i a l potential shut-in pressure 

of such well shall be used. 
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The working well head pressure (P w) of any well under test shall 

be determined to bethe two (2) day average tubing pressure i f the well 

is flowing through the casing; or the two (2) day average casing pressure 

i f the well i s flowing through the tubing. 

To obtain the shut-in pressure of a well under test the well shall 

be shut-in immediately after the two (2) day deliverability test for the 

f u l l period of three (3) consecutive days. Such shut-in pressure shall 

be measured within the next succeeding twenty-four (2i|) hours following 

the three (3) day shut-in period aforesaid. 

All well-head pressures as well as the folowing meter pressure 

tests which are to be taken at the end of the two (2) day deliverability 

test period, as required hereinabove shall be taken with a dead-weight 

gauge. 

Orifice meter charts shall be used to obtain the average 

differential and flowing meter pressures, which pressures are to be 

used for calculating the average two (2) deliverability volume of flow 

by using the Basic Orifice Meter Formula M C h wp f. Orifice meter 

charts shall be changed, and so arranged as to reflect upon a single chart 

the flow data of gas from each well for the f u l l two (2) day deliverabil

ity test period. Corrections shall be made for pressure base, measured 

flowing temperature, specific gravity and supercorapressibility (super-

expansibility); provided however, that If the specific gravity of gas 

from any well under test is not available, then and in that event an 

estimated specific gravity may be assumed therefor, based upon that of 

gas from nearby wells, the specific gravity of which has been actually 

determined by measurement. 



The basic orifice flow factor (flow coefficient), pressure base 

factor, flowing temperature factor, and specific gravity factor shall 

be determined by the use of the respective tables published in "Gas 

Measurement Committee Report No. 2" (revised, 191+8) of the American 

Gas Association, New York 17, New York. The tables for the aforemen

tioned factors and the method of computation of gas volumes through 

orifice flow meters contained in the aforesaid Report No. 2, are hereby 

approved. 

Correction shall be made for supercompressibility (deviation from 

Boyle,s law) for flowing meter pressures in excess of 100 psig. by the 

use of Simplified Supercompressibility Tables, compiled from C.N.G.A. 

Bulletins TS-J4O2 and TS-i^6l, published by John P. Squiers Company, Dalle, 

Texas; or California Natural Gasoline Association, Los Angeles, Califor

nia, Bulletin TS-J4O2 for flowing meter pressures from 100 to 500 psig. 

and bulletin TS-i|6l, ibid., for flowing meter pressures in excess of 

500 psig. Any other tables prepared and based on the above mentioned 

California Natural Gasoline Association Bulletins may be used i f approved 

by the Commission. 

When supercompressibility (superexpansibility) correction i s made 

for a gas containing either nitrogen, carbon dioxide of hydrogen sulfide 

in excess of 2 per cent. The pseudocritical pressure and temperature 

properties of such gas shall be corrected by the use of Table V of the 

above mentioned TS-1+02 for pressure 100-500 psig and TS-^61 for pressures 

in excess of 500 psig. 

Deliverability pressure, as used herein for the Jalco Pool, i s an 

arbitrary pressure applied to each well and used in the process of com

paring the abilities of wells in this formation to produce against a back 
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pressure equal to eighty (80) percent of the three (3) clay shut-In 

pressure of the respective individual wells. 

The "deliverability" of gas at the "deliverability pressure" for 

any well shall be calculated from test data obtained from the tests 

hereinabove required by use of the following formula: 

D * Q (P 2c - P2d ) n 

( P2 C m P 2 W ) 

where: 

D • Deliverability at the deliverebility pressure, Pd. (MCP/D at 

standard condition of 15.025 psia and 6oa F). 

Q » Daily flow rate in MCF/D at wellhead pressure (P w>. 

P-c • Shut-in casing (or tubing) wellhead pressure psia. 

P d • Deliverability pressure; 80% of the individual well 72 hour 

shut-in pressure. 

PQ • psia 

Pw = Average static wellhead pressure, as determined from I48 hour 

flow period. psia (casing pressure i f flowing through the tubing, or 

tubing pressure i f flowing through the casing). 

n s Slope of the individual well ,s most recent back pressure test 

curve. 

(b) in the event i t is impossible to measure accurately the 

pressure of the static column of gas due to packer or bridges in the 

well bore, then the working wellhead pressure, Pw, shall be determined 

by adding the calculated pressure drop due to friction in the flowing 

column of gas to the actual flowing wellhead pressure. The method of 

determining the loss of pressure due to friction shall be specified on 

the test data sheet, C-122-A. 



(c) The original and annual deliverability and shut-in pressure 

tests as required hereinabove shall be reported upon Commission Form 

C-122-A and filed with the Commission as provided hereinabove. 

(d) All charts relative to original or annual deliverability 

tests shall be identified by the words "test Chart No. l " (2,3,4, etc.), 

and any or a l l charts or photostats thereof shall be made available to 

the Commission upon it s request. 
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Deliverability tests required hereinabove in Paragraphs (2) and 

(3) of this section shall determine the calculated deliverability of 

each gas well, which shall be reported to the Commission by converting 

actual deliverability against existing line pressures to the calculated 

deliverability at a pressure equal to eighty (80) percent of the shut-in 

pressure of each well in the manner hereinafter specified below. Such 

calculated deliverability so determined, and hereinafter so referred to, 

shall not be considered as the actual deliverability of any well into a 

gas transportation facility, but shall be used by the Commission as an 

index to determine the well's ability to produce at assumed line pressures 

as compared to other wells in the pool under like conditions. 

SECTION B. PROCEDURES FOR TESTS: 

(1) ORIGINAL DELIVERABILITY AND SHUT-IN PRESSURE TESTS: 

The procedure and method for the original deliverability and shut-in 

pressure tests is hereinbelow described under annual deliverability tests 

(2) THE ANNUAL DELIVERABILITY AND SHUT-IN PRESSURE TESTS: 

(a) The daily flowing volume shall be calculated frora the rate 

indicated at the end of the I48 hour flow period. No change shall be 

made ln the choke setting or orifice size during said flow period which 

shall follow a minimum of seven (7) consecutive days continuous produc

tion. 

The working wellhead pressure (P w) of any well under test shall 

be the pressure at the end of the 1+8 hour deliverability test period. 

Said pressure shall be the casing pressure i f the well Is producing 

through the tubing or the tubing pressure i f the well is producing 

through the casing. 



To obtain the shut-in pressure of a well under test the well shall 

be s)iut«in immediately after the two (2) day deliverability test for the 

f u l l period of three (3) consecutive days. Such shut-in pressure shall 

be measured within the next succeeding twenty-four (21+) hours following 

the three (3) day shut-in period aforesaid. 

All wellhead pressures as well as the flowing meter pressure tests 

whicii are to be taken at the end of the two (2) day deliverability test 

perijod, as required hereinabove shall be taken with a dead-weight gauge. 
i 

Orifice meter charts shall be used to obtain the differential and 

flowing meter pressures, which pressures are to be used for calculating 

the daily volume of flow by using the Basic Orifice Meter Formula 

Q,n m cY hw Pf • Orifice meter charts shall be changed, and so arranged 
1 

as t\> reflect upon a single chart the flow data of gas from each well for 
the 

made 

and 

f u l l two (2) day deliverability test period. Corrections shall be 

for pressure base, measured flowing temperature, specific gravity 

supercompressibility (superexpansibllity); provided however, that 

i f tjie specific gravity of gas from any well under test is not available, 

then and in that event an estimated specific gravity may be assumed 

therefor, based upon that of gas from nearby wells, the specific gravity 

forwhich has been actually determined by measurement. 

The basic orifice flow factor (flow coefficient), pressure base 

factbr, flowing temperature factor, and specific gravity factor shall 

be determined by the use of the respective tables published in "Gas 

Measurement Committee Report No. 2" (revised, 19^8) of the American 

Gas Association, New York 17, New York. The tables for the aforemen

tioned factors and the method of computation of gas volumes through 



orifice flow meters contained in the aforesaid Report No. 2, are hereby 

approved. 

Correction shall be made for supercompressibility (deviation from 

Boyla's law) for flowing meter pressures in excess of 100 psig. by the 

use of Simplified Supercompressibility Tables, compiled from C.N.G.A. 

Bulletins TS-l|02 and TS-i+6l, published by John P. Squiers Company, 

Dallas, Texas; or California Natural Gasoline Association, Los Angeles, 

California, Bulletin TS-402 for flowing meter pressures from 100 to 500 

psig. and Bulletin TS-l*6l, ibid., for flowing meter pressures in excess 

of 500 psig. Any other tables prepared and based on the above mentioned 

California Natural Gasoline Association Bulletins may be used i f approved 

by the Commission. 

When supercompressibility (superexpansibility) correction i s made 

for a gas containing either nitrogen, carbon dioxide of hydrogen sulfide 

in excess of 2 percent* The pseudocritical pressure and temperature 

properties of such gas shall be corrected by the use of Table V of the 

above mentioned TS-U02 for pressure 100-500 psig and TS-461 for pressures 

in excess of 500 psig. 
i 

Deliverability pressure, as used herein for the Jalco Pool, i s an 

arbitrary pressure applied to each well and used in the process of com

paring the abilities of wells in this formation to produce against a back 

pressure equal to eighty (80) per cent of the three (3) day shut«in 

presjsure of the respective individual wells. 

The "deliverability" of gas at the "deliverability pressure" fpr 

any well shall be calculated from test date obtained from the tests 

hereinabove required by use of the following formula: 
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D . Q (P2c - P2d ) n 

(p2c - P
2w ) 

where: 

D » Deliverability at the deliverability pressure, P d # (MCF/D at 

standard condition of 15.025 psia and 60° F)• 

Q 2 Daily flow volume in MCF/D at wellhead pressure ( P w ) . 

P c - Shut-in casing (or tubing) wellhead pressure psia. 

Pd = Deliverability pressure; Q0% of the individual well 72 hour 

shutf-in pressure, Pc; psia. 

P w s The static wellhead pressure, as determined at the end of 

the J48 hour flow period, psia (casing pressure i f flowing through the 

tubing, or tubing pressure i f flowing through the casing). 

n = Slope of the individual well's most recent back pressure test 

curve. 

(b) In the event i t i s impossible to measure accurately the 

pressure of the static column of gas due to packer or bridges in the 

well, bore, then the working wellhead pressure, Pw, shall be determined 

by sidding the calculated pressure drop due to friction in the flowing 

column of gas to the actual flowing wellhead pressure. The method of 

determining the loss of pressure due to friction shall be specified on 

the test data sheet. 

(c) The original and annual deliverability and shut-in pressure 

tesis as required hereinabove shall be reported upon a modified Commis

s i oh Form C-122-A and filed with the Commission as provided hereinabove. 

(d) All charts relative to original or annual deliverability tests 

shall be identified by the words "test Chart No. 1" (2,3,1+ etc.), and any 

or i l l charts or photostats thereof shall be made available to the Coramis-

sioh upon its request. 
j -6-
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Me-Tex Supply Company desires to intervene in this 

cause which i s for the establishment of spacing and production 

regulations for gas wells in the Jalco Pool, Me-Tex Supply 

Company is an Interested party bv reason of the fact that 

they are tbe owners of gas wells located in the Eumont Gas Pool 

in Lea County, New Mexico and said Eumont Qas Pool Is served by 

the same gas transportation f a c i l i t i e s that serve the Jalco 

Pool. 

The rules and regulations proposed to be placed into 

effect in the Jalco Pool permit the production of more than one 

allowable from a gas well to which more than 160 acres has been 

dedicated by the owner thereof. That the Commission has no _ 

jurisdi c t i o n or power under the laws of New Mexico to permit the * 

production of more than one allowable from a production unit and 

such allowable must be produced from a well located upon such 

production unit. That the proposed rules and regulations, i f 

placed into effect, would be and are designed to unlawfully 

and unequitably increase the gas supply available in the Jalco 

Pool to meet the nominations of the transportation f a c i l i t i e s 

serving, thereby resulting In a decrease of the nominations of 

such gas transportation f a c i l i t i e s in the Eumont Pool to the 

detriment of the Me-Tex supply Company. 

That u n t i l the Commission establishes, after notice and 

hearing, the gas allowable for each pool connected to the same 

gas transportation f a c i l i t i e s , i t is impossible for the interested 

parties to determine whether or not an equitable distribution 

of the purchases of such gas transportation f a c i l i t y has been 

made between pools as required by the laws of the State of New 

Mexico, and for such reason this hearing should be dismissed or 

continued u n t i l such time as the commission, after notice and 

hearing, has fixed the allowable gas production for pools 

served by the same gas transportation f a c i l i t i e s . 

WHEREFORE, Me-Tex Supply Company prays that this hearing 

be dismissed or continued u n t i l such time as the Commission has 

fixed, after notice and hearing, the allowable gas production from 

the gas pools served by the same gas transportation f a c i l i t i e s . 
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PRORATION FORMULAE 

TYPES OF FORMULAE 

There were 157 d i f f e r e n t prorated reservoirs i n 
Texas i n March., 1953. A study was made to determine what 
type formulae were most popular and the resu l t s showed the 
following: ' 

Proration Method No. Reservoirs 

100$ acreage X BHP 63 
75$ acreage + 25$ per well 15 
100$ acreage 14 
50$ acreage X RP 4- 50fo p o t e n t i a l l 4 
2/3 acreage X RP { 1/3 p o t e n t i a l 10 
100$ acreage X RP 9 
2/3 acreage 4- 1/3 BHP 6 
2/3 acreage X BHP +1/3 per well 5 
2/3 acreage j 1/3 per well 4 
50$ acreage j 25$ p o t e n t i a l 4- 25$ per well 4 
50$ acreage X RP + 25$ pot. -f 25$ per well 3 
100$ acreage X d e l i v e r a b i l i t y 2 
75$ acreage X RP + 25$ p o t e n t i a l 2 
50$ acreage j 50$ p o t e n t i a l 2 
100$ net acre feet 1 
50$ acreage + 50$ per well 1 
100$ acreage X p o t e n t i a l 1 
$ acreage X BHP 4- 50^ per well 1 



STATEMENT OF SHELL OIL COMPANY 
IN REGARD TO PROPOSED GAS RULES 
FOR JALCO FIELD 

SEPTEMBER 17, 1953 

Shell Oil Company i s i n general accord with the gas rules as pro
posed, except for one feature thereof. 

We wish to direct attention to Rule 5, Proration Units, i n connec
tion with Rule 8 under Gas Allocation. 

Rule 5 establishes a standard gas proration unit of lf>8 to 162 
contiguous surface acres. 

Rule 8 provides, however, that more than one standard proration 
unit may be assigned to a gas well provided not more than 6k0 acres are so 
assigned, and provided the other requirements of the Section are met. 

As written, the rule would apparently leave to the discretion of the 
operator whether such additional acreage should be assigned to a well. Also, 
as written, there i s no requirement that the well to which additional acre
age i s assigned should be shown to be capable of draining such additional 
acreage. 

We feel that this rule could result i n grave inequities. An operator 
with a single 160-acre tract could be offset or surrounded by one or more 
single ownership units of 6I4.O acres. Such operator would have a single unit 
allowable. The offset operators, on the other hand, could each assign four 
standard units to their wells, and could each obtain a proportionably i n 
creased allowable, and could do this even without a showing that their wells 
would drain the acreage assigned to such wells. 

I t i s our thought that i t would be better to stay with a standard 
size unit for allowable purposes, unless, after a hearing, the Commission 
permits the assigning of additional acreage and allowable because of the c i r 
cumstances existing i n the particular case. We realize that there may be 
conditions under which additional acreage should be assigned to a well or 
wells, but feel that i t should be permitted only after hearing, and not solely 
at the discretion of an operator. As to the size of the standard unit i n 
this f i e l d , i n view of the fact that the f i e l d has been developed to date on 

/ £ 0 spacing, we feel that acres should constitute the 
standard unit therein. 



E x h i b i t Number 1 
Witness: Rex D . F o w l e r 

P E R M I A N BASIN P I P E L I N E COMPANY 

BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW M E X I C O 

Case No. 582 
Order No. R-368 

Case No. 583 
Order No. R-369 

Case No. 584 
Order No. R-370 

Case No. 585 
Order No. R-371 

Case No. 586 
Order No. R-372 

Case No. 587 
Order No. R-373 

Case No. 589 
Order No. R-375 

Case No. 590 
Order No. R-376 

DEFINITIONS FOR INCLUSION W I T H I N 

NEW M E X I C O OIL CONSERVATION COMMISSION RULES AND REGULATIONS 

" D e l i v e r a b i l i t y " Shall be deemed to be the a b i l i t y of a gas w e l l to produce gas 
against 80% of said gas wel ls shut - in pressure under s tabi l ized f l o w conditions 
expressed i n M C F per day. ( D e l i v e r a b i l i t y and shu t - in pressure tests sha l l be 
taken i n accordance w i t h ru les and regulations established by the Commiss ion ) . 

"Acreage Fac to r" Shal l be deemed to mean the number of acres p e r m i t t e d by the 
Commiss ion to be a t t r ibuted to a gas w e l l f o r p r o r a t i o n purposes divided by the 
number of acres established by the C o m m i s s i o n as a standard p r o r a t i o n un i t . A 
standard p r o r a t i o n uni t f o r the purpose of i l l u s t r a t i o n i s assumed to contain 160-
acres . Expressed as a mathemat ica l f o r m u l a , said acreage fac to r may be set 
f o r t h as f o l l o w s ; 

1. D e t e r m i n e , i n accordance w i t h rules and regulat ions o f t h e Commiss ion , the 
to ta l pool allowable to be al located dur ing the month under considerat ion to the 
pa r t i c ipa t ing wel l s w i t h i n that poo l . 

2. M u l t i p l y the Acreage Fac to r f o r each w e l l by i t s d e l i v e r a b i l i t y . 

3. Summate the products determined in I tem 2. 

Acreage Fac tor = No . of A c r e s A t t r i bu t ab l e 
16~0 

METHOD FOR DETERMINING MONTHLY CURRENT ALLOW
ABLE FOR EACH GAS WELL WITHIN ANY GAS POOL. 

4. De te rmine the pool p r o r a t i o n f ac to r f o r the month by d iv id ing the to ta l 

pool cu r r en t monthly allowable ( i t em 1. ) by the summat ion of Acreage 
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Fac to r t imes D e l i v e r a b i l i t y products ( i t em 3.) 

5. De te rmine each wel l s cu r r en t monthly al lowable by m u l t i p l y i n g 
the pool p r o r a t i o n f ac to r ( I t em 4 . ) by the product of D e l i v e r a b i l i t y 
t imes Acreage Fac to r ( I t em 2.) 



CLASS OF SERVICE 

This is a full-rate 
Telegram or Cable
gram unless its de
ferred character is in
dicated by a suitable 
symbol above or pre
ceding the address. 

WESTERN 
UNION 

1201 

W . P. M A R S H A L L , PRESIDENT 
4b& 

•Tho filing t ime shown i n tho date line on telegrams and day letters is S T A N D A R D T I M E at point of origin. T ime of rec 

LA10 KC291 
K»GMB462 PD=WUX OMAHA NEBR 1£ 434PMC* 

R R SPURRIER» DI RECTOR NEW MEXICO OIL CONSERVATION COMMISSION 

NEW MEXICO STATE CAPITOL BLDG SANTA FE NMEX5~ 

•NORTHERN NATURAL GAS COMPANY, SOLE PURCHASER FROM PERMIAN 

BASIN PIPELINE COMPANY RESPECTFULLY REQUESTS THE NEW MEXICO 

OIL CONSERVATION COMMISSION TO POSTPONE, AT LEAST UNTIL 

THE OCTOBER HEARING, CASES 582 THROUGH 5 9 0 * 

JOHN M HANLEY VICE PRESIDENT PERMIAN BASIN 

PIPELINE C0= 

THE COMPANY WILL APPRECIATE SUGGESTIONS FROM ITS PATRONS CONCERNING ITS SERVICE 



CLASS OF SERVICE 

T h i s is a fu l l - ra te 
Telegram or Cable
gram unless its de
ferred character is in
dicated by a suitable 
symbol above or pre
ceding the address. 

WESTERN 
UNION 

1201 

W . P. M A R S H A L L , PRESIDENT 

SYMBOLS 

DL=Day Letter 

NL=Nigrtf Letter 

LT= Int ' l Letter Telegram 

VLT=Int ' l Victory Ltr. 

n 7 29 

Tiie filing t ime shown ia the date line on telegrams and day letters ia S T A N D A R D T I M E a t poin t of origin. T ime of receipt is S T A N D A R D T I M E at point of destination 

LA51 DA469 

D.MDA296 ML PD=MIDLAND TEX 1 6= #53 S£M6 

'NEW MEXICO OIL CONSERVATION COMMISSION* 

•ATTN WILLIAM B MACEY MABRY HALL SANTA FE NMEXr 

=DEAR MR * MACEY; SAMEDAN OIL 'CORPORATION DESIRING T MAKE 

A MORE THOROUGH RESERVOIR STUDY OF ITS LEASES IN THE 

LANG-MAT GAS FIELD LEA COUNTY NEW MEXICO* REQUESTS THAT 

THE SHOW-CAUSE HEARING ON THE LANG-MAT GAS FIELD BE 

POSTPONED UNTIL THE OCTOBER HEARING OR ANY OTHER DATE IN 

OCTOBER APPROPRIATE TO THE COMMISSION5 

=SAMEDAN OIL CORPN ED NOBEL 502 V&J TOWER-* 

THE COMPANT W I L L APPRECIATE SUGGESTIONS FROM ITS PATRONS CONCERNING ITS SERVICE 



M E M O R A N D U M 

T o : The O i l C o n s e r v a t i o n C o m m i s s i o n 

F r o m : W B . M a c e y 

S u b j e c t : Cases 58Z t h r o u g h 590: G e n e r a l r u l e s f o r the p r o r a t i o n i n g of 

gas i n the J a l c o , L a n g m a t , E u m o n t , A r r o w , A m a n d a , B l i n e b r y s 

T u b b , J u s t i s and B y e r s - Q u e e n Gas P o o l s „ 

I n a c c o r d a n c e w i t h M r . S p u r r i e r ' s request , , f o l l o w i n g a r e m y r e c o m 
m e n d a t i o n s p e r t a i n i n g to the above l i s t e d Cases h e l d i n Santa F e , on O c t o b e r 26 
t h r o u g h 28. I n o r d e r to eva lua te the b a s i c r e c o m m e n d a t i o n s the f o l l o w i n g h i s t o r y 
of these cases s h o u l d be o b s e r v e d . 

1. The C o m m i s s i o n o r i g i n a t e d h e a r i n g s on a g e n e r a l f o u r coun ty a r e a 
( L e a , E d d y P Chaves and R o o s e v e l t Coun t i e s ) on M a r c h 17, 1953 u n d e r Case 521. 
The p u r p o s e of t h i s h e a r i n g was to e s t a b l i s h m e a n s and m e t h o d s of p r o r a t i n g gas 
i n t h i s f o u r c o u n t y a r e a . I n A p r i l , 1953 t h i s Case was c o n s o l i d a t e d w i t h Case 245 
i n a c c o r d a n c e w i t h O r d e r N o . 264 i s s u e d i n Case 245. (Case 245 and subsequent 
O r d e r R - 2 6 4 e s t a b l i s h e d the d e f i n e d l i m i t s and p r o d u c i n g i n t e r v a l s of gas poo l s i n 
Southeas t N e w M e x i c o . ) A s a r e s u l t of the M a r c h 17th h e a r i n g , the C o m m i s s i o n 
a p p o i n t e d a C o m m i t t e e to p r o p o s e sugges ted r u l e s i n Case 521 and sugges ted r e 
v i s i o n s i n Case 245. The f i n a l r e p o r t of the c o m m i t t e e , c o n t a i n i n g r e c o m m e n d a t i o n s 
i n bo th Case 245 and Case 521 was made on A u g u s t 20, 1953 and on A u g u s t 28 , 1953 
the C o m m i s s i o n i s s u e d O r d e r R - 3 5 6 i n Case 321 o u t l i n i n g " S t a n d - b y " r u l e s f o r the 
f o u r - c o u n t y a r e a . (No a d d i t i o n a l o r d e r has been i s s u e d i n Case 245 as y e t ) . The 
C o m m i s s i o n t hen a d v e r t i s e d n ine gas p o o l cases f o r h e a r i n g on September 17, 1953, 
the C o m m i s s i o n ' s a d v e r t i s e m e n t r e q u e s t i n g an o r d e r e s t a b l i s h i n g p o o l r u l e s and 
o the r r e l a t e d m a t t e r s i n s o f a r as they w e r e set f o r t h i n O r d e r R - 3 5 6 . Some t e s t i 
m o n y was r e c e i v e d at t h i s t i m e and as a r e s u l t of these h e a r i n g s , O r d e r s w e r e 
i s s u e d I n each Case r e q u e s t i n g o p e r a t o r s and o t h e r i n t e r e s t e d p a r t i e s t o show cause 
w h y the r u l e s as o u t l i n e d i n O r d e r R - 3 5 6 s h o u l d no t be p u t i n e f f e c t on N o v e m b e r 1, 
1953. The h e a r i n g s w e r e conduc ted on O c t o b e r 26 , 27 and 28 w i t h e x t e n s i v e t e s t i 
m o n y b e i n g g i v e n i n each case . The t e s t i m o n y and e v i d e n c e g i v e n i n these h e a r i n g s 
i s the ba s i s f o r the f o l l o w i n g r e c o m m e n d a t i o n s . S ince the R u l e s as o u t l i n e d i n 
O r d e r R - 3 5 6 a r e n u m e r i c a l i n sequence the f o l l o w i n g c o m m e n t s and r e c o m m e n d a 
t i o n s w i l l be made i n the s ame n u m e r i c a l o r d e r . 

R u l e 1: The r e c o m m e n d e d p r o v i s i o n s of R u l e 1 s h o u l d be changed s ince 
t h e y a p p l y s o l e l y to a d e f i n e d gas p o o l . The r u l e p r o v i d e s an e x c e p t i o n to s o m e of 
the p r o v i s i o n s of s t a t e w i d e R u l e 104. T h e e x c e p t i o n h o w e v e r , s h o u l d o n l y a p p l y t o 
p a r a g r a p h (a) and p a r a g r a p h (d) of the R u l e 104 s ince t h e y a r e s o l e l y c o n c e r n e d w i t h 
gas p o o l s i n p a r t i c u l a r . A l s o a f u r t h e r p r o v i s i o n s h o u l d be i n c l u d e d as s u b - p a r a 
g r a p h (c) of the R u l e t o p r o v i d e as f o l l o w s : 

(c) W h e n the w e l l i s l o c a t e d u p o n a t r a c t of no t l e s s t h a n a 
q u a r t e r s e c t i o n of a p p r o x i m a t e l y 160 s u r f a c e c o n t i g u o u s a c r e s s u b s t a n t i a l l y i n the 
f o r m of a squa re w h i c h s h a l l be a l e g a l s u b d i v i s i o n ( q u a r t e r s ec t i on ) of the U . S. 
P u b l i c L a n d S u r v e y . 

R u l e 2: The p r o v i s i o n s of t h i s r u l e s h o u l d be p l a c e d i n e f f e c t i n a l l n ine 
p o o l s . 



R u l e 3: A n a p p r o p r i a t e r e v i s i o n of R u l e 3 £ p e r t i n e n t t o each p o o l name 
s h o u l d be i n s e r t e d i n each set of p o o l r u l e s . 

R u l e 4: T h i s p r o v i s i o n shou ld be set f o r t h i n each set of p o o l r u l e s . 

R u l e 5: T h i s R u l e and a p o r t i o n of R u l e 8 p e r t a i n i n g to P r o r a t i o n u n i t s and 
th< f o r m a t i o n of u n o r t h o d o x gas u n i t s shou ld be a m e n d e d i n such a m a n n e r to l i m i t 
the s t a n d a r d p r o r a t i o n un i t t o a l e g a l q u a r t e r s e c t i o n of a p p r o x i m a t e l y 160 a c r e s and 
a l l o w i n g e x c e p t i o n s t h e r e t o o n l y a f t e r n o t i c e and h e a r i n g . E x c e p t i o n s shou ld be 
k m i t e d to o n l y e x t r e m e cases w h e r e C o m m u n i t i z a t i o n i s i m p r a c t i c a l because of the 
p r c s c e n c e of a w e l l w h i c h has been p r o d u c i n g f o r c o n s i d e r a b l e l e n g t h of t i m e , o r 
w h e r e a c r e a ge i s so s i t u a t e d tha t w e l l l o c a t i o n s can be adequa t e ly p l a c e d so as to 
: n s u r e adequate u n i t d r a i n a g e m sp i te of the u n o r t h o d o x u n i t and the c o r r e l a t i v e 
r i g h t s of e v e r y o n e a r e p r o t e c t e d . F u r t h e r m o r e , a p o l i c y of not a p p r o v i n g u n o r t h o d o x 
un-.ts w h e r e ano the r u n o r t h o d o x u n i t i s f o r m e d t h e r e b y ( thus s t a r t i n g a c h a i n r e a c t i o n ) 
s h o u l d be s t r i c t l y a d h e r e d t o . I t i s r e c o g n i z e d t h a t t h i s p o l i c y w h i c h i n e f f e c t p r o m o t e s 
the f o r m a t i o n of c o m m u n i t i z a t i o n o r p o o l i n g a g r e e m e n t s w i l l cause some m o r e w o r k 
on the p a r t of e v e r y o n e c o n c e r n e d but the i n e q u i t i e s w h i c h c o u l d a r i s e f r o m a l a r g e 
n u m b e r of u n o r t h o d o x Kn i t s f a r o u t - w e i g h s the w o r k i n v o l v e d . 

S ince i t i s c o n t e m p l a t e d t ha t the p r o r a t i o n p e r i o d i n each p o o l w i l l 
s i a r t J a n u a r y 1, 195$ 3 i t i s e n t i r e l y p o s s i b l e t h a t a g r e a t n u m b e r o f C o m m u n i t i z a t i o n 
A g r e e m e n t s w i l l be d e l a y e d i n e x e c u t i o n u n t i l a f t e r the s t a r t of the p r o r a t i o n p e r i o d 
o r a f t e r the c o m p l e t i o n of the w e l l . T h e r e f o r e , i t i s r e c o m m e n d e d t ha t e ach p o o l 
o r d e r c o n t a i n a p r o v i s i o n o u t l i n i n g a p o l i c y w h i c h w o u l d a l l o w the t o t a l a c r eage 
f o r m e d bv the ag reemen t s and thus d e d i c a t e d to a w e l l , be made r e t r o a c t i v e to the 
f - . rs t day of the p r o r a t i o n p e r i o d o r the f i r s t day the w e l l p r o d u c e s , w h i c h e v e r date 
i s the l a t e r , p r o v i d e d , t h a t the e x e c u t e d C o m m u n i t i z a t i o n A g r e e m e n t i s i n f o r c e 
and e f f e c t on the l a s t day of the p r o r a t i o n p e r i o d . 

R u l e s 6 and 7; The p r o v i s i o n s of these r u l e s s h o u l d be p l a c e d i n t o e f fec t , 
m each p o o l as o u t l i n e d . 

R u l e 8: The f i r s t sentence of R u l e 8 s h o u l d be i n c l u d e d as the l a s t p a r a g r a p h 
and the r e m a i n i n g p r o v i s i o n s of the r u l e d e l e t e d f r o m a l l p o o l r u l e s . T h i s w i l l r e -
qcr. re the r e - n u m b e r i n g of R u l e s 9 t h r o u g h 15. T h e r e a s o n f o r the d e l e t i o n of t h a t 
p o r t i o n of R u l e 8 i s o u t l i n e d ir, m y r e m a r k s u n d e r R u l e 5. 

R u l e s 9 t h r o u g h 15: The p r o v i s i o n s of these r u l e s shou ld be i n c o r p o r a t e d 
i r ; each set of p o o l r u l e s w i t h o u t any changes . 

F u r t h e r R e c o m m e n d a t i o n s : 

It. i s f a r t h e r r e c o m m e n d e d tha t the C o m m i s s i o n p l ace i n the hands 
of a l l o p e r a t o r s , ' ' p r e l i m i n a r y " n o m i n a t i o n f o r m s so t ha t the C o m m i s s i o n m a y 
c o n s i d e r the n o m i n a t i o n s f o r each of the 9 poo l s f o r the f i r s t s i x m o n t h p e r i o d of 
1954 at the r e g u l a r N o v e m b e r h e a r i n g on N o v e m b e r 19th. I n s t r u c t i o n s shou ld be 
sec t out w i t h the f o r m s s t a t i n g t ha t the n o m i n a t i o n s shou ld a p p l y to o n l y those 
w e l l s w h : c h a r e c o n s i d e r e d gas w e l l s and w h i c h a r e no t on the o i l p r o r a t i o n s chedu le . 
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I n i t i a l l y each purchaser or taker of gas should also include wi th 
his nominations the w e l l or wel ls f r o m which he desires to purchase gas January 
l s 1954. This would a l low the Commiss ion staff an opportuni ty to check to see 
that each w e l l to be l i s ted on the schedule is known beforehand and that the we l l is 
not also l i s t ed on the o i l p r o r a t i o n schedule. 

In this connection 1 believe i t also advisable to point out that a 
p r o v i s i o n should be inser ted in each pool order stating that the Commiss ion w i l l 
continue to prora te those o i l wel ls which l i e w i t h i n the product ive l i m i t s of defined 
gas pools as o i l wel l s pending a complete study and redesignat ion of some of the o i l 
wel l s and poss ib ly a r e - d e f i n i t i o n of both o i l pools and gas pools . In order to f ac i l i t a t e 
this study a l l operators i n a l l of the producing pools should be r equ i red to submit to 
the Commiss ion an e l ec t r i c log or sample log , i f avai lable , on each w e l l producing 
f r o m the same zone w i t h i n the defined l i m i t s of each gas pool . 

I t is also recommended that an Order be entered immed ia t e ly i n 
Case 245 out l in ing the recommended changes i n pool nomenclature as made by the 
sub-eornmittee i n this case at previous hear ings . I t is also suggested that as soon 
as th is Order is entered, the Hobbs o f f i ce sent out F o r m C -123 requesting pool 
extensions which have not yet been made so that a hearing can be held i n December 
to consider these pool extensions. 

Due to the fac t that considerable tes t imony was entered by the 
P ipe l ine Companies i n the 9 pool cases request ing some f o r m of a d e l i v e r a b i l i t y 
f o r m u l a i t is recommended that the Commiss ion , through i ts s taff , take immedia te 
steps to outline an adequate gas w e l l tes t ing p r o g r a m to govern a l l gas wel ls i n south
eastern New M e x i c o . In connection w i t h t h i s , the C o m m i s s i o n should supply adequate 
tables and f o r m s in order that any d e l i v e r a b i l i t y f o r m u l a can be p r o p e r l y evaluated 
a f te r the necessary w e l l tests are p e r f o r m e d . In this connection each pool order 
should contain a p r o v i s i o n that w e l l tests i n that p a r t i c u l a r pool should be made in 
accordance w i t h test ing procedure approved by the C o m m i s s i o n . 

I t is also recommended that the Commiss ion c a r e f u l l y consider the 
adv i sab i l i ty of r e fus ing to approve any subsequent dual completions (gas -o i l or gas-gas) 
where the recomple t ion i n f o r m a t i o n shows that the w e l l is not located upon a standard 
160 acre p r o r a t i o n uni t . I t should also be noted that some operators migh t construe 
approval of a dual to mean also approval of an unorthodox gas un i t . 

Wi th reference to the Rhodes storage area of the Jalco Poo l , a 
p r o v i s i o n should be inser ted i n the order per ta in ing to the Jalco Pool which states that 
those storage wells i n the Rhodes Unit Area should not be governed by the pool ru l e s . 
P r o v i d e d , however, that the operator of the storage area submits pe r iod ic repor t s 
of storage and wi thd rawa l of gas f r o m the uni t area. 

Wi th p a r t i c u l a r re ference to the B l i n e b r y Poo l a study should be 
made immed ia t e ly on the wi thdrawals of gas and o i l f r o m this r e s e r v o i r and a de ter 
mina t ion made a f t e r p roper notice and hearing of some vo lumet r i c wi thdrawal f o r m u l a . 

October 30, 1953 



BEFORE THE 

OIL CONSBRVATION CQMMXSSIQW 

Santa Fe, Mew Mexico 
3epte»ber t?» 1953 

In the Matter of: 

The appHeation of tha Oil Conservation 
Commission upon its own motion for an 
order establithing pool rules for the 
Jalco gaa pool, Lea County, Mew Mexioo, 
said rules being concerned with well 
spacing, gas proration and allooatlon, 
proration units, pool delineation and 
other related natters insofar as they per* 
tain to the general rules for gas prora
tion as set forth in Order 8*356 in Case 
521 # 

The application of the Oil Conservation 
Coonlssion upon its own motion for an or* 
der establishing pool rules for the Lang* , 
sat gas pool, Lea County, Mew Mexioo, said 
rules being concerned with well spacing, 
gaa proration and allocation, proration 
units, pool delineation and other related 
matters insofar as they pertain to the 
general rules for gas proration as set 
forth in Order R-356 in Case 521. 

The application of the Oil Conservation 
Commission upon its own station for an or
der establishing pool rules for the Sunont. 
gas pool, Lea County, Hew Maxico, said 
rules being concerned with well spaaing, 
gas proration and allocation, proration 
units, pool delineation and other related , 
matters Insofar aa they pertain to the 
general rules for gas proration as set 
forth in Order R-356 in Case 521, 

The application of the Oil Conservation } 
Commission upon its own motion for an order) 
establishing pool rules for the Arrow gas 
pool, Lea County, Mew Mexico, said rules 
being concerned with well spacing, gas 

Cases Nos. 

582, 

583, 

584, 

585, 



proration and allocation, proration units, 
pool delineation and other related matters 
insofar as they pertain to the general 
rules for gas proration as set forth in 
Order R-35© in Case 521, 

The application of the Oil Conservation 
Commission upon its own motion for an or
der establishing pooi rules for the Bline
bry gas pool, Lea County, Hew Mexico, 
said rules being concerned with well spac
ing, gas proration and allocation, pro
ration units, pool delineation and other ' 
related matters insofar aa they pertain to] 
the general rules for gas proration as set' 
forth in Order R-356 in Case 521, 

- ! 

The application of the Oil Conservation 
Commission upon its own motion for an or 
der establishing pool rules for the Tubb 
gas pool, Lea County, Hew Mexico, said 
rules being concerned with well spacing, 
gas proration and allocation, proration 
units, pool delineation and other related 
matters insofar as they pertain to the 
general rules for gas proration as set 
forth in Order R-356 in Caae 521, 

The application of the Oil Conservation 
Commission upon its own motion for an or
der establishing pool rules for the Amanda 
gas pool, Lea County, Mew Mexico, said 
rules being concerned with well spacing, 
gas proration and allocation, proration 
units, pool delineation and other related 
matters insofar as they pertain to the 
general rules for gas proration as set 
forth in Order R-356 in Case 521, 

The application of the Oil Conservation 
Commission upon its own motion for an or
der establishing pool rules for the Justis 
gas pool, Lea County, Hew Mexico, said 
rules being concerned with well spaolng, 
gas proration and allocation, proration 
units, pool delineation and other related 
matters Insofar as they pertain to the 
general rules for gas proration as set 
forth in Order R-356 in Case 521, 

The application of the Oil Conservation ) 
Commission upon its own motion for an order) 
establishing pool rules for the Byere-Queen) 

586, 

587, 

588, 

589, I-
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gas pool, Lea County, Hew Mexioo, said 
rules being concerned with well spaaing, ( 

gas proration and allocation, proration 
units, pool delineation and other related , 
matters insofar as they pertain to the 
general rules for gas proration as set 
forth in Order R-356 In Case 521. (Consolidated) 

and 

590 

TRAH3CRXPT OF HEARING? 

(Notice of Publication read by Mr. Graham) 

MR. STAHL: My name is Stahl, representing Permian Basin 

Pipeline Company. In behalf of the Permian Basin Pipeline 

Company, I would like to move that the cases be continued until 

the October hearing for this very good reason. I believe that 

we Just got ouv notice that these cases were set about a week 

ago and we just haven't had enough time. If this motion is not 

granted, I would like to have an opportunity to make a further 

proposal. 

MR. SPURRIER: Anyone else? Mr. Bickel. 

MR. BICKEL: C, K. Bickel with Shell Oil Company. With 

respect to the field in Cases 582, 583, 584, 586, 587 and 590, 

I would like to read for the record, the following: 

Shell Oil Company i s in general accord with the gas rules 

as proposed, except for one feature thereof. 

We wish to direct attention to Rule 5, Proration Units, in 

connection with Rule 8 under Gas allocation. 

Rule 5 establishes a standard gas proration unit of 158 to 

162 contiguous surface acres. 

Rule 8 provides, however, that more than one standard pro-
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ration unit may be assigned to a gas well provided not more 

than 6**0 acres are so assigned, and provided the other require

ments of the Section are met. 

As written, tha rule would apparently leave to the discretion 

of the operator whether such additional acreage should be assigned 

to a well. Also, as written, there is no requirement that the 

well to which additional acreage is assigned should be shown to 

be capable of draining such additional acreage. 

We feel that this rule could result in grave inequities. An 

operator with a single 160-acre tract could be offset or surrounded 

by one or more single ownership units of 640 acres. Suoh operator 

would have a single unit allowable. The offset operators, on 

the other hand, could each assign four standard units to their 

wells, and could each obtain a proportionably Increased allowable, 

and could do this even without a showing that their wells would 

drain the acreage assigned to such wells. 

I t is ©w thought that i t would be better to stay with a 

standard size unit for allowable purposes, unless, after a hearing, 

the Commission permits the assigning of additional acreage and 

allowable because of the circumstances existing in the particular 

case. We realize that there may be conditions under which addition

al acreage should be assigned to a well or wells, but feel 

that i t should be permitted only after hearing, and not solely 

at the discretion of an operator. As to the size of the standard 

unit in this field, in view of the fact that the field has been 
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developed to date on 160 acre spacing, we feel that 160 acres 

should constitute the standard unit therein, 

MR. SPURRIER: Anyone else? Mr. Davis. 

MR. DAVIS: Quilman Davis, representing Southern Onion Qaa 

Company. First, we would like to concur with Mr. Stahl's motion 

to have these consolidated cases continued until the October 

hearing, we have found several inconsistent provisions in these 

rules in addition to the ones submitted by Shell and we feel that 

additional time should be given before the Commission voiced any 

objections or any suggested changes and after more time than a 

thirty or forty minute hearing. 

MR. SPURRIER: Anyone else? Judge Foster. 

JUDGE FOSTER: S. H. Foster, representing Phillips Petroleum 

Company. We don*t feel that any real purpose can be accomplished 

by continuing these cases. It Is our thought in the matter that 

the only way to start prorating is to Just start. 

We have given a good deal of thought to this matter I believe, 

in the Advisory Committee, Me have come up with acme rules that 

are imperfect of course, but, the only way I know to really get 

something accomplished is to put these rules into effect and then 

with respect to each particular field, let those that are interested 

in that field come in and demonstrate to the Commission wherein 

they feel that the rule should be changed and modified. 

Mow, the Shell, I think, has made a suggestion here that has 

a good deal of merit. We realise, 1 think all of us on the 

Advisory Committee that the establishment of the unit the way 



that It is proposed might work some hardship in some fields. 

Of course it is perfectly obvious to me that you don't want to 

establish 160 acre standard proration units in any field when a 

well will efficiently and economically drain a greater area but, 

we could spend a month here trying to determine what the drainage 

area of a well Is, in any particular area and by losing a lot of 

valuable time and I've always observed that we can see a lot further 

out of the back of a wagon than we can out of the fro* of i t 

because all you do there Is Just see where you've been instead 

of finding out where you're going. (Laughter) 

How, if you want to get proration started, why you've got 

to put in some set of rules and then you will have something to 

shoot at and it will be my suggestion to the Commission, for 

whatever it may be worth, based on what little experience I've 

had in gas proration matters that you just put these rules into 

effect and if they don't work or if the operators in the particular 

field can come in and demonstrate what they want, and there will 

be instances where they will do just that, why, then you can 

change them or modify them to suit the particular circumstances 

in that field. But, if you try and work out a perfect set of 

rules here for these different fields, it will be a year or two 

before you get any proration started in any of these fields. 

KK. SPURRIER: Ve have two motions before the Commission 

now. Mr. Campbell. 

MR. CAMPBELL: Jack M. Campbell, Roswell, New Mexico. I 

would like to make a statement in behalf of Texas Pacific Coal 
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and Oil Company. 

It is our feeling that tbe Commission, in adopting the rules 

which they adopted in a standby capacity, acted properly and 

that the orderly way to proceed is to hold pool hearings to 

determine whether proration is required in eaeh gas pool. It 

may be that the statute is wrong in that regard but we feel 

that that is what the statute requires the Commission to do. We 

feel that there has not been ample time with regard to particular 

fields and that the Commission must {mow that we cannot possibly 

put field rules in effect in nine (9) gas pools ln Hew Mexico 

upon a hearing lasting a few minutes. 

We feel that in the interest of orderly procedure however, 

the Commission should and may have in mind some method of pro

cedure by which the pools can be brought up for hearing at an 

early date in order that the necessary evidence can be obtained 

and offered by the interested parties. 

We s t i l l maintain that gas proration can be put into effect in 

New Mexico only by pool and that the Commission must find that 

there is a gas pool and properly define it. They must find that 

proration is necessary in that gas pool and they then must adopt 

rules, either the standby rules that they have in effect now, 

or special rules for that pool. 

We join in the motion for continuance of these cases with 

the idea in mind that there will be individual gas pool hearings 

to establish proration where it is considered by the Commission 

necessary. 

.7. 



MR. SPURRIER: Anyone else? Mr. Hinkle. 

MR. HINKLE; Clarence Hinkle, representing Humble Oil and 

Refining Company. The Humble would like to endorse the statements 

made by Mr. Foster in behalf of Phillips Petroleum Company. 

Humble feels, as Phillips, that i t is going to take considerable 

time to put proration into effect in these pools i f we go ahead 

and have a long hearing for the adoption of the field rules in 

each of these pools. 

We believe that proration can be put into effect successfully 

by the use of the general rules which have been adopted by the 

Commission. Practically, we do not believe that a good and equit

able set of special rules can be adopted until you have a pro

ration schedule and until you have some field experience. There 

may be some rule that could be adopted by you cannot adopt a full 

set of rules unless you have some experience in connection 

with the field. 

We believe that the Commission should go ahead and take 

necessary steps at the present time to call for the plats that 

are necessary and to call for nominations at the earliest possible 

time. 

MR. SPURRIER: Any one else? Mr. Hiltz. 

MR. HILTZ: R. a. Hiltz for Stanolind. I would just like to 

state that we feel that the rules that were adopted by the Com

mission on the recommendation of the industry Advisory Committee 

are based on sound principles and experience in other areas. 
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We believe that they are workable and equitable and we believe 

that they should be adopted however, we have no objection to the 

cases being continued to get additional information on the fields, 

on individual fields, 

MR. SPURRIER: Anyone else? Mr. Halloway. 

MR, HALLOWAY: Halloway for Tidewater Associated Oil Company. 

We would like to concur in the statement made by Mr, Hinkle, I'd 

also like to ask a question in behalf of myself. 

With reference t© the proration unit which states that it 

shall be in substantially the form of a square, which will be a 

legal subdivision quarter section of U. S. Public Land Survey. 

I talked to some that sat in on these committees or sub-committees 

and find that they were of the opinion that if you had 160 acres 

whether it was a quarter section or not, provided it was contig

uous, would make a proration unit. I want to get that clear, I 

want to know how to file these plats, 

MR. SPURRIER: Well, the general rules states Mr, Halloway, 

that i t shall be in the form of a square for substantially a 

quarter section. 

MR, HALLOWAY: Rule 104, Is that right? 

MR. SPURRIER: That's right. 

MR. HALLOWAY: How, what is going to happen if you deviate 

from that, that's what I want to know? 

MR, MACEY: Every neighbor that you have will have to do 

the same thing. 

MR, HALLOWAY: Well, that brings this question then. Is 

the Commission prepared to foree units. We have an instance or 
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two where we have invited our neighbors in and they didn't want 

to join, Where does that leave us, or our neighbors, or the Com-

mission? 

MR, MACEY: Well, it's a drilling block. I believe we have 

forced them in the past and I believe if you ask for i t , we will 

try again. 

The reason that rule was drawn as i t is, there are some here 

who remember - 1949 was because an irregular tract immediately 

creates several more irregular tracts and to keep it under control 

we feel that it should remain in the form of a square. 

MR. HALLOWAY: That's a very neat way te handle i t . It's 

going to bring a lot of problems about. I asked the question a 

few months ago at a hearing, as to what was going to happen to a 

great number of wells, gaa wells,, that have previously been 

completed on 40, 80 or 120 acres and I was, I believe Mr. Macey, 

advised that they'd Just be forced to reduce to acreage they had. 

But, there is no provision made to take care of similar circumstan

ces in the future. 

MR. MACEY: Mr. Halloway, the rule that you are quoting says 

that a standard proration unit, this is in the absence of special 

rules for the pool, a standard unit is a legal quarter section. 

It also provides for an exception to that by getting waivers from 

offsets for other than the acreage conforming to a legal quarter 

section. In fact it provides that you can get it approved without 

going to a hearing by getting waivers from the offset operators. 

If you don't get the waivers, you can come up for a hearing. I 
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frankly think that tha Contalaslon has to insist on standard 

acreage basis and make that the rule and allow for the exception 

to be approved proportionately. 

ME. HALLOWAYs My question was only to guide ne as I stated. 

Because I am going to be called upon to tell someone to form these 

plats that we must submit and I didn't want to file plats that 

wouldn't be acceptable to the Commission and I f we have contiguous 

acreage we think is productive and they Just don't want to join 

of course, we won't get the benefit of that acreage and that was 

the reason for my question. 

MR, MACEY: I think basically that i f you've got l6o acres In 

the northeast quarter or southwest quarter of the section that 

you've got a standard unit. If you've got four contiguous lots 

of 40 acre tracta then you can get an exception provided you get 

approval frora your offset operators or after a hearing. It further 

provides that you can form abnormal units greater than standard 

units. It's an automatic procedure in here but I believe i t prob

ably ought to be after notice and hearing specifically. 

MR. HALLOWAY: There's a great many cases in our company. In 

fact ln a case we just had - we have 400 acres. We own the E/2 

of Section 24 and additional So acres a l l contiguous. Prom the 

time we drilled our well we invited our neighbors to join us and 

they were interested, and I just wondered how to file a plat in 

a case like that. 

MR, MACEY: You can get relief from that by simply making 

application to the Commission for approval. 
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MB. SPURRIER? Anyone else? Mr* Howell 

MR. HOWELL; I am Ben Howell, representing El Paso Natural Qas. 

There are a number of pools that are mentioned here that I am 

Informed we don't have any connection with and of course not 

Interested in so we are not speaking aa to those. There are 

some pools on which we don't think proration should be imposed 

at this time. There is one pool that 2 am informed has four 

wells as listed here, we see no good purpose for imposing pro

ration rules on that pool and we think that as to each pool 

that the field around each pooi should be developed and a deter

mination made pool by pool. 

MR. SPURRIER: Anyone else? Mr. Mpple. 

MR. DIPPLEi I am Harry Dipple representing Continental Oil 

Company. Me want to concur entirely in everything that Judge 

Poster said in behalf of Phillips and in what Mr. Hinkle said 

in behalf of Humble and urge the Commission to put these pro

ration rules into effect at the earliest possible time. 

MR. SPURRIER: Anyone else? Mr. Christie. 

MR, CHRISTIE: R. S. Christie, representing Amerada Petroleum 

Corporation. Me just want to concur on what JudgeFoster has said 

and the Humble representative and some of the others and further 

suggest that the Commission enlist the help of the New Mexico 

Oil and Gas Engineering Committee to help formulate these 

different pool rules. 

MR. SPURRIER: Anyone else? If there is no one else to 
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be heard, we will take the ease under advisement and we'll 

recess to hear the rest of the cases at 9 o'clock in the 

morning. 

I, Virginia M, Chavez, hereby certify that the above and 

foregoing transcript of proceedings in Cases 582 through 590, 

inclusive, Consolidated, taken before the Oil Conservation 

Commission on September 17, 1953, at Santa Fe, Mew Mexico, 

is true and correct to the best of my knowledge skill and 

ability. 

Hated at Santa Fe, Hew Mexico, this 19th day of October, 

(RECESS) 

mm 

1953. 



GAS PURCHASE AGREEMENT 

THIS AGREEMENT, made and entered, i n t o t h i s day of 

, 1953, t y and "between EL PASO NATURAL GAS COMPANY, a 

Delaware corporation with o f f i c e s at El Paso, Texas, hereinafter 

referred to as "Buyer", and , , 

, with o f f i c e s at 

hereinafter referred to as "Seller"; 

W I T N E S S E T H : 

That, f o r and i n consideration of the sum of One and No/100 

Dollars ($1.00) cash i n hand paid to Seller by Buyer, the receipt 

of which i s hereby acknowledged, and of the covenants and agree

ments hereinafter set out, Buyer and Seller do hereby contract, 

covenant and agree with each other as follows. 

ARTICLE I 

A v a i l a b i l i t y of Gas 

Seller covenants and represents that i t i s the owner of or 

has i n t e r e s t i n v a l i d and subsisting o i l and gas mining leases 

covering lands i n Lea County, New Mexico, said leases being des

cribed i n Exhibit "A", attached hereto and made a part hereof. 

ARTICLE I I 

Purchase and Sale 

Section 1, For the term of t h i s agreement, and subject to 

the exceptions and reservations herein contained, Seller hereby 

agrees to s e l l and deliver to Buyer, and Buyer agrees to purchase 

and receive from Seller, i n the usual conduct of i t s business, 



merchantable gas from a l l gas wells now located, or hereafter 

d r i l l e d cr recompleted on the acreage and within the depths covered 

hereby, while and so long as such premises are subject to the o i l 

and gas leases now owned by Seller, or any extensions or renewals 

thereof, i n accordance with the terms and conditions hereinafter 

set f o r t h 

Such gas wells on the acreage covered hereby as are completed 

at the date hereof and are capable of producing gas covered by the 

terms of t h i s contract shall be connected by Buyer not l a t e r than 

ninety 190) days from the ef f e c t i v e date of t h i s agreement, and 

the provisions of A r t i c l e XI hereof s h a l l become e f f e c t i v e as to 

each such well at the expiration of such ninety (90) day period or 

on the date of connection, whichever date i s earlier., New gas 

wells subject to t h i s agreement, and completed or recompleted a f t e r 

the e f f e c t i v e date hereof, shall be connected by Buyer to i t s 

gathering system not l a t e r than s i x t y (60) days a f t e r receipt by 

Buyer of notice from Seller that such well has been completed or 

recompleted, and the provisions of A r t i c l e XI hereof s h a l l become 

ef f e c t i v e as to each such well at the expiration of such s i x t y (60) 

day period or on the date of connection, whichever date i s e a r l i e r , 

Section 2, The point of delivery f o r a l l gas sold and 

delivered hereunder sh a l l be at the mouth of the w e l l , or at the 

out l e t of Seller's separator, i f i n s t a l l e d . 

Section 3 Seller reserves s u f f i c i e n t gas f o r the develop

ment and operation of i t s leases covered hereby, and so much other 

gas as the lessors i n said leases are e n t i t l e d to use under the 
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respective terms of the o i l and gas mining leases under which 

Seller i s operating 

Seller s h a l l not he required, except i n I t s sole judgement 

and d i s c r e t i o n , to d r i l l , rework, recondition, recomplete or 

repair any weJ1 now or hereafter capable of producing gas subject 

to t h i s agreement, and Seller s h a l l not be obligated to maintain 

i n force and ef f e c t any of the said leases, or any r i g h t , t i t l e 

or Interest thereunder . Seller s h a l l have the sole r i g h t to 

determine when any well w i l l be abandoned. 

Section ^ T i t l e to and ownership of the gas delivered here

under, as well as t i t l e to and ownership of a l l gasoline and other 

hydrocarbons which are i n a gaseous state at the time of delivery, 

s h a l l pass to and absolutely vest i n Buyer at the point of 

delivery, as hereinabove provided. 

Section 5, The term "gas w e l l " , as used herein, s h a l l mean 

any well c l a s s i f i e d respectively as such by any regulatory body 

having j u r i s d i c t i o n or, i n the absence of such c l a s s i f i c a t i o n , any 

well so c l a s s i f i e d respectively by mutual agreement of the parties 

hereto, 

Section 6, Unless i t elects to do so, Buyer s h a l l not be 

obligated to purchase any gas subject to t h i s agreement which i s 

not "merchantable gas" at the point of delivery., "Merchantable 

gas", as used herein, s h a l l mean gas containing not more than one 

thousand (1,000) grains t o t a l sulphur per one hundred (100) cubic 

f e e t , nor more than f i v e percent (5$) of carbon dioxide, and 

having a gross heating value of not less than nine hundred f i f t y 



(950) B r i t i s h thermal units per cubic foot of gas at a tempera

ture of s i x t y degrees (60°) Fahrenheit, when saturated with water 

vapor and at an absolute pressure equivalent to t h i r t y inches 

(30") of mercury at t h i r t y - t w o degrees (32°) Fahrenheit, Such 

gas s h a l l be reasonably free from objectionable liquids„ Except 

as provided i n A r t i c l e VI hereof, Seller s h a l l never be required 

to t r e a t gas to render i t merchantable„ 

Buyer sh a l l have the r i g h t to refuse to take gas from any 

well i f i t f a i l s to meet any of the above specifications, and i n 

the event Buyer s h a l l not commence taking gas from any such well 

w i t h i n ninety (90) days a f t e r receipt of n o t i f i c a t i o n from Seller 

that gas from such well i s available, the well and the acreage 

a l l o c a t i o n unit upon which i t i s located s h a l l thereafter be con

sidered released from the terms of t h i s agreement. 

ARTICLE I I I 

Right-of-Way 

Section 1„ Seller grants to Buyer so f a r as Seller has the 

r i g h t to do so, right-of-way on said premises and other lands con

t r o l l e d by Seller f o r Buyer's gathering pjpe lines and other 

equipment as may be necessary, r i g h t of ingress and egress to and 

from said premises, and the f u r t h e r r i g h t to do thereon acts 

necessary or convenient f o r the carrying out of the terms of t h i s 

agreement, 

Section 2. A l l equipment placed on said premises by Buyer 

s h a l l be and remain i t s property and s h a l l be subject to removal 

by i t at any time» 



ARTICLE IV 

Regulation 

Buyer s h a l l have the r i g h t to regulate the flow of gas at 

the point of delivery Insofar as the f l u c t u a t i n g demand of 

Buyer's market i s concerned, but such regulation s h a l l be subject 

to control by Seller insofar as the a b i l i t y of any well or wells 

to produce and, insofar as possible, well or reservoir damage by 

excessive rates of withdrawal are concerned.. 

ARTICLE V 

De 11. ve ry P re s s ure 

Section 1 B,uyer s h a l l take gas hereunder at natural flow

ing pressures at the point of delivery, and s h a l l have the r i g h t 

to operate i t s high pressure gathering system at pressures not 

to -fexceed six hundred pounds (600#) per square inch gauge,, I n the 

event any well becomes incapable of producing at least one m i l l i o n 

one hundred thousand (1,100,000) cubic feet of gas per day at a 

flowing pressure of six hundred pounds (600#) per square inch 

gauge, or at the e x i s t i n g pressure of Buyer's hi,gh pressure 

gathering system, whichever i s lower. Buyer agrees either to lower 

immediately the pressure on i t s gathering system to the extent 

necessary to permit delivery of gas from such well i n such quantity, 

or to i n s t a l l immediately s u f f i c i e n t compression f a c i l i t i e s to per

mit the delivery of gas i n such quantity from such well at the 

operating pressure pf Buyer's gathering system, and thereafter 

Buyer s h a l l maintain such compression f a c i l i t i e s i n operation to 

the extent necessary to enable such well to deliver Into Buyer's 



gathering system, the volume of gas which Buyer has herein con

tracted to take from such well.,. 

Buyer sh a l l not discontinue taking gas from any well covered 

hereby so long as such well w i l l produce at a wellhead flowing 

pressure of at least one hundred pounds (100#) per square inch 

gauge. 

Buyer s h a l l have the r i g h t to refuse to take gas from any well 

producing at a wellhead flowing pressure of less than one hundred 

pounds (100#) per square inch gauge, but Seller s h a l l have the 

r i g h t to i n s t a l l compression f a c i l i t i e s "^iet;essary to permit any 

such well to produce at said pressure i n which event Buyer s h a l l 

be obligated to continue to purchase gas from such well i n accord

ance with the terms hereof I n the event Seller does not elect to 

I n s t a l l compression f a c i l i t i e s as above provided, and Buyer f a i l s 

or refuses to commence taking gas from any such well w i t h i n ninety 

(90) days a f t e r receipt of n o t i f i c a t i o n from Seller that gas from 

such well i s available, such well and the acreage a l l o c a t i o n u n i t 

on which i t i s located s h a l l thereafter be considered released 

from t h i s agreement, 

Section 2, Buyer s h a l l have the r i g h t to operate i t s gather

ing system f o r gas produced from depths greater than f i v e thousand 

(5^000) feet from the surface of the earth at working pressures as 

high as eight hundred f i f t y pounds (850#) per square inch gauge as 

long as such wells are capable of producing t h e i r respective allow

ables against such higher pressures . 
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I n applying the provisions of Section 1 above to wells pro

ducing from depths greater than f i v e thousand (5^000) feet from 

the surface of the earth, one m i l l i o n seven hundred f i f t y 

thousand (1,750,000) s h a l l be substituted f o r the figure one m i l l i o 

one hundred thousand (1,100,000) appearing therein, 

ART IG IE VI 

Drips and Separators 

Seller agrees to I r - s t a l l a l l drips, separators and other 

devices that may be found necessary to separate crude o i l , l i q u i d 

hydrocarbons and/or water i n i t s l i q u i d state from the gas so that 

such o i l , l i q u i d hydrocarbons and/or water i n i t s l i q u i d state may 

be kept from entering Buyer's pipe l i n e , a l l o i l and l i q u i d hydro

carbons so separated being the property of Seller,, 

ARTICLE V I I 

Meters 

Section 1 Buyer, at i t s sole cost and expense, s h a l l i n 

s t a l l , maintain and operate at each point of delivery a standard 

type o r i f i c e meter f o r the measuring of the quantity of gas d e l i 

vered hereunder,, O r i f i c e meters s h a l l be i n s t a l l e d and operated 

I n accordance with the specifications prescribed i n Gas Measure

ment Committee Report No , 2, dated May 6, 1935., of the Natural Gas 

Department of the American Gas Association. Buyer s h a l l cause the 

charts on such meter to be changed d a l l y or weekly, as may be 

agreed upon by the parties hereto, The respective meter, meter 

readings and meter charts s h a l l be accessible, at a l l reasonable 

times to inspection and examination by Seller 



Section 2. From time to time and at least once i n each three 

(3) months, the accuracy of Buyer's measuring equipment s h a l l be 

v e r i f i e d by and at the expense of Buyer., I f eit h e r party at any 

time s h a l l n o t i f y the other that I t desires a special test of any 

meter, the other party s h a l l cooperate to secure an immediate v e r i 

f i c a t i o n of the accuracy of such meter and j o i n t observation of any 

adjustments. Buyer s h a l l give notice to Seller of the time of a l l 

t e s t s , i n order that Seller may conveniently have i t s representative 

present. Reading, c a l i b r a t i o n and adjustment of Buyer's jaeters and 

changing of charts s h a l l be done only by Buyer., 

Section 3= If> upon any t e s t , the percentage of inaccuracy 

s h a l l be two percent {2fo)' or more, the r e g i s t r a t i o n of such meter 

s h a l l be corrected at the rate of such inaccuracy f o r any period 

which i s d e f i n i t e l y known or agreed upon, but i n case the period i s 

not d e f i n i t e l y known or agreed upon, then f o r a period extending 

back one-half ( l / 2 ) of the time elapsed since the date of the l a s t 

c a l i b r a t i o n . Following any t e s t , metering equipment found i n 

accurate s h a l l be immediately restored by Buyer as closely as 

possible to a condition of accuracy. I f , f o r any reason, any meter 

Is out of service and/or out of repair so that the amount of gas 

delivered cannot be estimated or computed from the reading thereof, 

the amount of gas delivered through the period such meter i s out 

of service and/or out of repair s h a l l be estimated and agreed upon 

by the parties hereto upon the basis of the best data available, 

using the f i r s t of the following methods which i s feasible: 

a_„ By correcting the error i f the percentage of error i s 



ascertainable by c a l i b r a t i o n test or mathematical calculation. 

b_. By using the r e g i s t r a t i o n of Seller's check meter i f i n 

s t a l l e d and accurately registering„ 

c_„ By estimating the quantity of delivery by deliv e r i e s 

during preceding periods under simil a r conditions when the meter was 

reg i s t e r i n g accurately. 

Section 4« Seller may, at I t s option and expense, i n s t a l l and 

operate a check meter to check Buyer's meter, but measurement of gas 

f o r the purpose of t h i s agreement s h a l l be by Buyer's meter, except 

as hereinabove s p e c i f i c a l l y provided to the contrary. 

ARTICLE V I I I 

Gas Measurement 

Section 1, The u n i t of measurement f o r a l l purposes hereunder 

except f o r the computation of volumes f o r the application of the 

price provisions of A r t i c l e X I I hereof s h a l l be one thousand (1,000) 

cubic feet at a base temperature of s i x t y (60) degrees Fahrenheit 

and at a base pressure of f i f t e e n and twenty-five thousandths pounds 

(15.025#) per square inch absolute. 

The u n i t of measurement f o r computation of volume f o r the app

l i c a t i o n of the price provisions of A r t i c l e X I I hereof s h a l l be one 

thousand (1,000) cubic feet at a base temperature of s i x t y (6o) 

degrees Fahrenheit and at a base pressure of fourteen and" s i x t y - f i v e ' 

hundredths pounds (l4.65#) per square inch absolute. 

Section 2. The volumes of gas delivered hereunder s h a l l be 

computed i n accordance with the specifications prescribed i n Gas 

Measurement Committee Report No, 2, dated May 6, 1935, of the 

Natural Gas Department of the American Gas Association as supple

mented and modified to the date hereof, applied i n a p r a c t i c a l 

and appropriate manner, and proper correction s h a l l be made f o r 

deviation of the gas from Boyle's Law i n accordance w i t h B u l l e t i n 



TS-402 or B u l l e t i n TS-461 (whichever i s applicable) of the 

Cali f o r n i a Natural Gasoline Association, 

Section 3 For the purpose of measurement, the average; 

absolute atmospheric (barometric) pressure s h a l l be assumed to 

be t h i r t e e n and two-tenths pounds (l.3»2#) to the square inch, 

irrespective of the actual elevation or location of the delivery 

point above sea lev e l or of variations i n such barometric 

pressure from time to time, For meters of the o r i f i c e type, the 

following factors s h a l l be given due consideration: 

a. The temperature of the .gas flowing through Buyer's 

meter s h a l l be obtained by the use of a recording thermometer so 

i n s t a l l e d by Buyer that i t may properly record the temperature 

of such gas. The arithmetical average of the hourly temperature 

s h a l l be used to make proper computations of volume hereunder, 

b_. The specific g r a v i t y of the natural gas s h a l l be de

termined by Buyer each three (3) months ( j o i n t tests i f desired 

by Seller) on or as near the f i r s t of each three (3) months' 

period as practicable, by means of an Edwards Balance or by such 

other method as may be agreed upon by the parties hereto., Such 

test s h a l l determine the specific g r a v i t y to be used i n computa

tions f o r the measurement of gas deliveries during such three (3) 

months' period, 

Buyer s h a l l give notice to Seller of the time of a l l tests 

(including gasoline content tests) of gas delivered hereunder or 

of any equipment used i n measuring or determining the nature or 

qu a l i t y of such gas, i n order that Seller may conveniently have 
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i t s representative present. Should. Seller not be s a t i s f i e d with 

any such t e s t , i t s h a l l so n o t i f y Buyer and Buyer s h a l l perform 

such retests as may be necessary to assure an accurate t e s t . 

ARTICLE IX 

Gasoline Content Tests 

Tests f o r the determination of gasoline content of the gas 

sold hereunder shall be made by Buyer each three (3) months, on 

or as near the f i r s t of each three (3) months' period as prac

t i c a b l e . The Natural Gasoline Association of America standard 

charcoal method, or such other method as may be agreed upon, sh a l l 

be used i n making such t e s t s . The content so determined s h a l l be 

adjusted to the pressure base of fourteen and s i x t y f i v e hundreths 

pounds (l4.65#) per square inch absolute. 

ARTICLE X 

B i l l i n g and. Payment 

Section 1. On or before the tenth (1.0th) day of each calen

dar month, Buyer sh a l l render to Seller a statement accompanied, 

by charts, showing the amount of gas purchased by Buyer hereunder 

during the preceding calendar month, and payment f o r such gas 

sha l l be made by Buyer to Seller on or before the t w e n t y - f i f t h 

(25th) day of the calendar month, i n which such statement i s rendered. 

Any errors i n such charts, statement or payment s h a l l be promptly 

reported to Buyer, and Buyer shall make proper adjustment thereof 

within, t h i r t y (30) days a f t e r f i n a l determination of the correct 

volume and/or values Involved, 

Section 2. Seller agrees to pay or cause to be paid. a l l . taxes 

and assessments imposed on Seller with respect to the gas delivered 
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hereunder p r i o r to i t s delivery to Buyer, and Buyer agrees to pay 

or cause to be paid a l l taxes and assessments imposed upon Buyer 

with respect to the gas delivered hereunder a f t e r i t s receipt by 

Buyer. Neither party s h a l l be responsible or l i a b l e f o r any taxes 

or other statutory charges levied or assessed against any of the 

f a c i l i t i e s of the other party used f o r the purpose of carrying 

out the provisions of t h i s contract. 

A l l e x i s t i n g taxes, up to the present respective rates there

of, now imposed on the parties hereto with respect to the gas 

delivered hereunder sh a l l not be considered as "additional tax" 

under the following provisions of t h i s Section. 

Any sales, transaction, occupation, service, production, 

severance, gathering, transmission, export or excise tax, assess

ment or fee levied, assessed or f i x e d by the United States, the 

State of Texas, or other governmental authority and taxes of a 

s i m i l a r nature or equivalent i n e f f e c t (not including Income, 

excess p r o f i t s , c a p i t a l stock, franchise or general property taxes) 

i n respect of or applicable to the gas taken hereunder by Buyer 

i n addition to or greater than those, i f any, being levied-, 

assessed or f i x e d on the date of t h i s agreement i n respect of or 

applicable to the gas taken hereunder by Buyer, and which Seller 

may be l i a b l e f o r , e i t h e r d i r e c t l y or i n d i r e c t l y , or through any 

ob l i g a t i o n to reimburse others, are hereinafter c o l l e c t i v e l y re

ferred to as an "additional tax". I t i s expressly understood and 

agreed between the parties hereto that Buyer s h a l l , subject to the 

conditions hereinafter set f o r t h , pay to Seller three-fourths (3/4) 



of any such "additional tax". Should Seller so become l i a b l e f o r 

any such "additional tax", Seller s h a l l n o t i f y Buyer immediately. 

Within ninety (90) days a f t e r the end of each calendar month, Sel

l e r s h a l l prepare and submit to Buyer a statement se t t i n g f o r t h 

the amount of such "additional tax" that i t has paid during such 

calendar month, and wi t h i n t h i r t y (30) days a f t e r submission of 

such statement, adjustment between the parties hereto s h a l l be made 

by Buyer reimbursing Seller to the extent of three-fourths (3/4) 

of the amount of such "additional tax" as hereinabove defined 

which Seller s h a l l have so paid. The tax reimbursement herein pro

vided f o r s h a l l apply to the t o t a l amount of money Seller i s re

quired to pay f o r v i r t u e of such "additional tax" but s h a l l not 

apply to any delinquent i n t e r e s t or Penalty payments that may be 

applicable to such "additional tax". Taxes applicable to any 

roy a l t y , overriding r o y a l t y , production payment or si m i l a r i n t e r e s t 

s h a l l be considered to be covered by the provisions of t h i s 

Section 2 only i f the reimbursement made by Buyer to SeLIer with 

respect thereto i s passed on by Seller to the owner of such 

ro y a l t y , overriding r o y a l t y , production payment or si m i l a r Interest 

Section 3- Seller s h a l l return to Buyer a l l charts a f t e r 

they have been inspected., Seller s h a l l have access to Buyer's 

records and books at a l l reasonable hours so f a r as they a f f e c t 

the gas sold hereunder, 

ARTICLE XI 

Quantity 

Section 1. Subject to the exceptions contained hereinafter 

-13-



i n t h i s A r t i c l e X I , Buyer agrees to purchase and take, or f a i l i n g 

to take, nevertheless to pay f o r , a d a i l y average minimum of f i v e 

hundred f i f t y thousand (550,000) cubic feet of gas per day from 

each of Seller's wells located on a "maximum gas a l l o c a t i o n u n i t " 

(as that term Is hereinafter defined i n Section 6 below), except 

as such minimum may be reduced under either of the conditions out

l i n e d i n a and la below: 

a. I f any such well i s located upon less than a maximum 

gas a l l o c a t i o n u n i t , the applicable minimum f o r such well s h a l l be 

reduced proportionately. 

b. I n the event any such well becomes incapable of pro

ducing a d a i l y s t a b i l i z e d rate of at least one m i l l i o n one hundred 

thousand (1,100,000) cubic feet per day at a flowing pressure of 

one hundred pounds (100#) per square inch gauge, the minimum f o r 

such well s h a l l be reduced so that Buyer sh a l l not be obligated 

to take or pay f o r a d a i l y average minimum of gas from such well 

greater than f i f t y percent (50$) of such well's d a i l y s t a b i l i z e d 

producing capacity at such one hundred pound (100#) flowing pres

sure o 

Section 2. I n applying the provisions of Section 1 above 

to wells producing from1 depths greater than f i v e thousand (5,000) 

feet from the surface of the earth, eight hundred seventy-five 

thousand (875,000) s h a l l be substituted f o r the figure f i v e hundred 

f i f t y thousand (550,000) appearing therein, and one m i l l i o n seven 

hundred f i f t y thousand (l,750,000) sh a l l be substituted f o r the 

figure one m i l l i o n one hundred thousand (1,100,000) appearing 

therein. 
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Section 3» Buyer agrees, insofar as practicable, to take rata

bly from each a l l o c a t i o n u n i t connected to i t s system i n the Lea 

County area, based upon ( l ) the well acreage a l l o c a t i o n , (2) the 

a b i l i t y of i n d i v i d u a l wells to deliver i n t o Buyer's gathering system 

i n accordance with the provisions of Section 1 of A r t i c l e V hereof, 

(3) whether or not the well i s producing from depths greater than 

f i v e thousand (5,000) feet from the surface of the earth, and (4) 

the allowable l i m i t s that may be set from time to time by govern

mental au t h o r i t i e s having proper j u r i s d i c t i o n thereof. 

Section 4. At the request of Seller, when any required 

approval, has been obtained by Seller from a l l governmental author

i t i e s h a v i n g ' j u r i s d i c t i o n i n the premises, the d a i l y average mini

mum of f i v e hundred f i f t y thousand. (550,000) cubic feet of gas per 

well required to be taken by Buyer s h a l l be increased proportion

a t e l y up to a maximum of two m i l l i o n two hundred thousand (2,200,000) 

cubic feet of gas per well per day, i n the case of any well, located 

on a t r a c t consisting of more than one hundred s i x t y (160) acres, 

up to but not exceeding a t o t a l of S I K hundred f o r t y (640) acres.. 

A l l such t r a c t s s h a l l meet the requirements of Section 6 below. 

I n applying the provisions of t h i s Section 4 to wells pro

ducing from depths greater than f i v e thousand (5,000) feet from 

the surface of the earth, eight hundred seventy-five thousand 

(875,000) s h a l l be substituted f o r the fi g u r e f i v e hundred f i f t y 

thousand (550,000) appearing therein, and three m i l l i o n five-hundred 

thousand (3,500,000) sh a l l be substituted f o r the figure two m i l l i o n 

two hundred thousand (2,200,000) appearing therein, 
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Section 5. Said minimum average s h a l l he averaged over each 

calendar year, or the applicable portion thereof i f the well i s , 

or could be, connected to Buyer's system f o r only a part of the 

calendar year under consideration. 

Section 6 . For the purpose of t h i s agreement,a- "maximum gas 

a l l o c a t i o n u n i t " i s hereby defined to be a t r a c t or portion of 

a t r a c t under one lease or operated under a u n i f i e d working 

in t e r e s t which contains at least one hundred s i x t y (loO) acres. 

I n designating a maximum unit or f r a c t i o n a l portion thereof, section 

lines may be disregarded so long as the unit acreage i s under the 

same lease or unit of unitized working interests forming a 

continuous block whose longest boundary dimension does not exceed 

f i v e thousand two hundred eighty (5,280) f e e t . 

Section J . I n the event Buyer s h a l l f a i l to take from any 

well during any^calendar year, or applicable portion thereof, the 

da i l y average minimum as above defined, and such f a i l u r e i s not 

due to physical n o n - a v a i l a b i l i t y of gas, causes w i t h i n the control 

of Seller or force majeure inter v e n t i o n , then w i t h i n t h i r t y (30) 

days a f t e r the end of such calendar year, Buyer s h a l l pay Seller 

f o r the difference between the average minimum quantity required 

to be taken from such well and the amount actu a l l y taken by Buyer 

from such well during such calendar year. Payment s h a l l be made 

at the weighted average price paid by Buyer f o r gas from such well 

during such calendar year. 

During the next four (4) years following that i n which Buyer 

f a i l e d to take the gas so paid f o r , a l l gas taken by Buyer from 
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such well during any year which i s i n excess of the d a i l y average 

minimum f o r such well f o r such year s h a l l be known as "make-up gas", 

and such "make-up gas" s h a l l be without charge to Buyer (except as 

hereinafter provided) u n t i l such excess i s equal to the amount of 

gas=previously paid f o r but not taken (and not having been made up) 

during the preceding four (4) years. I n the event Buyer Is unable 

to make up gas wi t h i n the four (4) year period herein specified, 

Seller s h a l l be under no obli g a t i o n to return to "Buyer money pre

viously paid f o r gas not so made up. 

Section 8, Wells requiring tests to determine t h e i r open flow 

capacity and t h e i r d a i l y s t a b i l i z e d producing capacity s h a l l be 

tested by Buyer annually, and such test s h a l l determine the d a i l y 

average minimum f o r such well during the succeeding twelve (12) 

months' period. Buyer s h a l l give notice to Seller of the time of 

a l l such t e s t s , i n order that Seller may conveniently have i t s 

representative present , I n the absence of agreement of the parties 

as to the banner and method of conducting such t e s t s , such tests 

s h a l l be conducted i n the manner and under the $*ules prescribed by 

the New Mexico O i l Conservation Commission to the extent that such 

rules, i f any, are applicable, and i f not applicable, then under 

the rules prescribed by the Railroad Commission of Texas f o r such 

te s t s . 

Section 9, I n the event that any governmental authority 

having proper j u r i s d i c t i o n i n the premises should establish rules 

a l l o c a t i n g gas withdrawals from the wells covered hereby, to the 

extent that Seller should be unable f o r that reason to deliver frora 
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any p a r t i c u l a r well the minimum amount of gas Buyer i s obligated 

to take from such w e l l , and at the same time Seller owns or 

operates a well or wells covered hereby which can by v i r t u e of such 

a l l o c a t i o n be produced at a rate higher than the minimum Buyer i s 

obligated to take from such well or wells, Buyer agrees upon 

request of Seller to increase i t s takes of gas from wells having 

such higher a l l o c a t i o n , up to the maximum of such a l l o c a t i o n , f o r 

the purpose of o f f s e t t i n g takes from wells having allocations lower 

than Buyer's minimum al l o c a t i o n hereunder. 

The provisions of t h i s Section 9 shall not become applicable 

unless a l l o c a t i o n rules so established are f i e l d wide I n scope. 

ARTICLE X I I 

Price 

Section 1 Buyer sh a l l pay Seller f o r the gas contracted here

under i n accordance with the following schedule: 

For gas from wells having s u f f i c i e n t pressure to 

del i v e r gas in t o Buyer's high pressure gathering system eit h e r 

against the working pressure therein, or against a pressure of s i x 

hundred pounds (600#) per square inch gauge, whichever i s lower: 

(1) For the f i v e (5) year period from the e f f e c t i v e 

date hereof, &ine and one-half cents (9ib0 per thousand (1,000) 

cubic f e e t . 

(2) For the next f i v e (5) year period ten and one-

half cents ( 1 0 ^ ) per thousand (1,000) cubic f e e t . 

(3) For the next f i v e (5) year period eleven and one-

h a l f cents ( l l | ^ ) per thousand (1,000) cubic f e e t . 
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(V) For the remainder of the term hereof, the f a i r 

market price at the commencement of such period f o r gas of si m i l a r 

q u a l i t y and pressure w i t h i n the area described i n Section 4 of 

t h i s ARTICLE X I I , but not less than twelve and one-half cents 

(12|$0 per thousand (1,000) cubic f e e t . 

b. For a l l gas xnich must be compressed by Buyer before i t 

w i l l en-,er Buyer's high pressure gathering system against a 

pressure of six hundred pounds (600#) per square inch gauge, or 

at the e x i s t i n g pressure of Buyer's high pressure gathering ' •• 

system, whichever Is lower, the above l i s t e d prices s h a l l be re

duced point four four s i x seven cent („4467^) per thousand {1,000.) 

cubic fe e t . Buyer s h a l l take such gas at pressures aB low as one 

hundred pounds (100#) per square Inch gauge, 

Section 2. Buyer agrees to make payment t o Seller on the 

basis of the schedule set out I n "Basis of Settlement f o r Gasoline 

and Additional Products", attached hereto as Exhibit "B", f o r a l l 

natural gasoline contained i n a l l the gas purchased hereunder* l ^ r * 

respective of whether such gas i s processed f o r extraction of said 

gasoline. 

I n the event Buyer processes (or causes to be processed) the 

gas purchased hereunder f o r the extraction of other l i q u i d or 

li q u e f i a b i e petroleum products, Euyer s h a l l pay Seller f o r suoh 

other products on the basis of the schedule set out I n "Basis of 

Settlement f o r Gasoline and Additional Products", attached, hereto 

marked Exhibit "B" ana hereby made a part hereof, 
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Buyer agrees to pay Seller at a l l times f o r such gasoline and. 

other products at the highest p r i c e , «nd on the most favorable 

basis, being used by Buyer i n paying and s e t t l i n g with other 

se l l e r s furnishing gas to the plant i n which Seller's gas i s being 

processed, 

Section 3- Payment f o r the gas sold hereunder s h a l l be made 

d i r e c t l y to Seller at 

Seller hereby assumes the r e s p o n s i b i l i t y and l i a b i l i t y f o r 

making payments to the lessors and royalty owners f o r the pro

portionate amounts due them on account of a l l deliveries hereunder. 

Section 4. I f at any time or times a f t e r the date of t h i s 

agreement, Buyer sh a l l purchase from any other s e l l e r gas from 

"dry gas" or " g a s - d i s t i l l a t e " wells w i t h i n Lea or Eddy Counties, 

New Mexico, or Cochran, Hockley, Yfakum, Gaines, Andrews, Ector, 

Winkler, Crane or Ward Counties, Texas, at a price per thousand 

(1,000) cubic feet higher than the price at the time payable here

under, Buyer agrees that the price payable to Seller f o r gas here

under sh a l l be immediately increased to equal such higher price 

paid to such other s e l l e r , and such higher price ̂ hereunder sh a l l 

continue i n e f f e c t so long as, but only so long as, any such 

higher price i s paid to such other s e l l e r , I n determining whether 

the price payable under such other contract or agreement i s 

"higher" than the price payable f o r gas under t h i s agreement, due 

consideration s h a l l be given to the provisions of t h i s agreement 

as compared with such other contract or agreement as to quantity 
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and q u a l i t y of gas, delivery pressures, gathering and compressing 

arrangements, provisions regarding measurement of gas and a l l other 

pertinent f a c t o r s . 

ARTICLE X I I I 

T i t l e 

Seller hereby warrants the t i t l e to the gas, the Seller's 

r i g h t to s e l l such gas, and that the gas i s free from a l l liens and 

adverse claims., 

ARTICLE XIV 

Consideration 

I t i s s p e c i f i c a l l y agreed that the consideration paid and the 

payments to be made hereafter, according to the terms hereof, I n 

a l l respects support each and every covenant, r i g h t , p r i v i l e g e and 

option hereof„ 

ARTICLE XV 

Indemnification 

Neither Seller nor Buyer s h a l l be held responsible t}r l i a b l e 

f o r damages f o r the acts or conduct of the other. 

ARTICLE XVI 

Force Majeure 

Except f o r Buyer's obligations to make payments f o r gas 

delivered hereunder, neither party hereto s h a l l be l i a b l e f o r any 

f a i l u r e to perform the terms of t h i s agreement when such f a i l u r e 

i s due to "force majeure" as hereinafter defined, The term "force 

majeure" as employed i n t h i s agreement s h a l l mean acts of God, 

s t r i k e s , lockouts or i n d u s t r i a l disturbances, c i v i l disturbances, 
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arrests and r e s t r a i n t from rulers and people, inter r u p t i o n s by 

government or court orders, present and future v a l i d orders of any 

regulatory body having proper j u r i s d i c t i o n , acts of the public 

enemy, wars, r i o t s , blockades, insurrections, i n a b i l i t y to secure 

right-of-way, i n a b i l i t y to secure labor or materials, including i n 

a b i l i t y to secure materials as a re s u l t of allocations promulgated 

by authorized governmental agencies, epidemics, landslides, l i g h t 

ning, earthquakes, f i r e s , storms, floods, washouts, explosions, 

breakage or .accident to machinery or lines of pipe, freezing of 

wells or pipe l i n e s , p a r t i a l or entire f a i l u r e of gas supply, or 

any other cause, whether of the kind herein enumerated or other

wise, not reasonably w i t h i n the control of the party claiming force 

majeure, Nothing herein contained, however, s h a l l be construed to 

require e i t h e r party to s e t t l e a s t r i k e against i t s w i l l . 

ARTICLE XVII 

Successors and Assigns 

This agreement sh a l l bind and benefit the parties hereto and 

t h e i r respective successors and assigns, provided that no con

veyance or transfer of any i n t e r e s t of ei t h e r party s h a l l be binding 

upon the other party u n t i l such, other party has been furnished with 

w r i t t e n notice and true copy of such conveyance or transfer; pro

vided,further , that either Buyer or Seller, or both, may assign i t s 

r i g h t , t i t l e and Interest i n , to and by vi r t u e of t h i s agreement, 

Including any and a l l extensions, renewals, amendments and supple

ments thereto, to a trustee or trustees, I n d i v i d u a l or corporate, 

as security f o r bonds or other obligations or s e c u r i t i e s , without 
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such trustee or trustees assuming or becoming i n any respect 

obligated to perform any of the obligations of the assignor, and 

i f any such trustee be a corporation, without I t s being required 

by the parties hereto to q u a l i f y to do business In the Stat| of 

New Mexico. 

ARTICLE XVIII 

Governmental Regulation 

Subject to the provisions of A r t i c l e XIX hereof, i t i s 

expressly agreed that t h i s agreement and the respective Obligations 

of Buyer and Seller hereunder are subject to present and future 

v a l i d laws, orders, rules and regulations of duly constituted 

governmental a u t h o r i t i e s having j u r i s d i c t i o n . 

ARTICLE XIX 

Term 

This agreement sh a l l be e f f e c t i v e from the date hereof, and 

s h a l l remain i n force f o r a period of twenty (20) years from the 

date of f i r s t delivery of gas hereunder, and thereafter from month 

to month u n t i l s i x t y (60) days notice i n w r i t i n g of termination i s 

given by ei t h e r party to the other-

ARTICLE XX 

Notices 

Notices to be given hereunder s h a l l be deemed s u f f i c i e n t l y 

given and served when and i f deposited i n the United States Mail, 

postage prepaid and registered, addressed to Seller at 

_ , or to Buyer at 

P. 0. Box 1492, E l Paso, Texas, as the rcase may be, or to such 
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other address as eit h e r party s h a l l respectively hereafter designate 

i n w r i t i n g . 

Routine communications, including monthly statements and pay

ments, s h a l l be considered as duly delivered when mailed by eithe r 

registered mail or ordinary f i r s t class mail, postage prepaid, and 

sha l l be sent to the above designated address, cr to such other 

address as either party s h a l l respectively hereafter designate i n 

w r i t i n g . 

IN WITNESS WHEREOF, the parties hereto have caused t h i s agree

ment to be duly executed, i n duplicate o r i g i n a l s , on t h i s the day and 

year f i r s t above w r i t t e n , 

"Buyer" 

Attes t : EL PASO NATURAL GAS COMPANY 

__ B y _ _ _ 

"Seller" 

Attest: 

____________________^ By 
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EXHIBIT "A" 

This Exhibit "A" i s attached to and made a. part of agree

ment between EL PASO NATURAL GAS COMPANY AND 

, dated 

, 1953= 



m\jî  tm OIL UiM̂ m*xim &*&>uox 
vr tw* of w& n*»xxeo 

O*K &Tio« it,> n ,iiio»o_t of 

<dU> AI—UCATIwH OF avrUiUL OAS 18 &£ 

i?I lite ftrffltSk - X^t 

this e«s«i <s«sm an for hearing at 9 o^iaek a* a. on the r .u day of 
1953, At »>ants le, «e*r rexieo, before the OH Conservation Caiaaiaeion, hereinafter 
referred to ae Ute "Coattlaaion", and 

ÎKii&Afc wttctlort r 5?* 3̂aaeL«3̂> ̂ -tatatae, 1941̂  defines waste in 
»ubee«tlon (ejTthepeOf ee' follow®! "' "' '" 

"Ihe production i« this state >>f natural frost any well or 
well*, or fro* any fas* pool, In exeesa of the reasonable aarket deaajxi froa 
such eoaro* for natural gas of th® tyipe strodueed or In exeeae of the capacity 
of gaa transportation fae Millet* for suoh type of natural g«©, fhe -mrk* 
treasonable aarket demand*, AK ured herein with respect to natural ga«# shall 
be construed to aean tts* deogand for nttaral ga& for reasonable current 
r*|ttlr©;umty, for current eonauaptSon, aad for use within or outslile toe 
state, t ether with the der«rfsi far such aaoisits at» are necessary for build
ing up or josintalning reeevnabla storage reserves of natural gas> er products 
t;*ei-«of, or both BLCS* n&tur&l âe and products,* 

And 

«Hr, ;._.Ai ..action 69-glQj akw; i;Uwdao ytat»fea«| lV41y ^^>* P j n 9 v * d ** that! 

"The ea-.*juii*»l©a is hereby mpmmemit snd i t ia Its duty, to prevent 
the waste prohibited by this set and to protect correlative rights, 
a* in this get provide*!, fo that end, tea com. lesion is empowered to r̂ ake 
and enforce rul*.--, regulations and orders, and to do ^tatever » y be 
•reasonably necessary 'to carry out tite purposes of tele act, atoetaer or not 
indicated or specified in any aeetioti hereof,* 

mid 

,au*.u.kt ••-•ectlon 69-211̂  n Hejdao t̂atnttea, 1941. Ann«, provide* In p,trt aa 
followat 

*• Included in trie pO*er giyen to fjM c*-a*ds»aio« IK the authority • • • 
to 11*1 i and prorate prodeatkwi of • # • natural gat aa in thife a«t provided^ 
. . . to rac|uire asking laaataana of aa« . . . t;> require i#eli& to 
be drilled, -»9«r'ated and pffo&aaad in aueli aaaaer se to careimii Infarr to 

ILLEGIBLE 
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neighboring leasee or properties! • , . to fix the spacing of well*} . . . 
to determine whether a particular well or pool is a gas cr oi l well, or a gas 
or o i l pool, HH ta* ease aay he, and from tie» to line to classify and re
classify *««11K and pool® accordingly} # . , to determine the liaiiU of any 
pool or pools producing • • • natural gas and fro® %Lm< to tiiae redetermine 
such 11 alts''. 

and 

tfteiife*:* -action 69«"213(c)$ id), (a), Mew Mexico ttatutee, 1941 *nn., provides 
H» follOWSf 

He) whenever, to prevent waste, tbe total allowable natural gas pro
duction fro» gas wells producing from any pool ln ihi* state i f fixed by 
the eekuraission in aa assount ies» than that which the peal ©ould produce i f 
no restrictions ware iapoeed, the cosiosdesion shall allocate tbe allowable 
production as^ag tbe g&» wells in the peel delivering to a gas transportation 
facility upon & reasenahlb b&feis arid re*agnl*ln£ correlative rights, and 
shall inc, ucie in tbe proration schedule of such pool any well which i i finds 
lr. being unreasonably discriminated against through denial of access to a 
gas transportation facility which ia reasonably capable of handling Wife type 
of gas produced by such well. In protecting correlative rights the co*ml&~ 
sion nsy give equitable consideration fee aeraa.ge, pressure, open flow, 
porosity, psriaeaullity, deliverability and quality of the gas and to such 
other pertinent factors &e assy fro® time to tis*e exist, and in so far m is 
practicable, t-.nnll prevent drainAgo between producing traets In a pool 
which ie not equal!seed by the counter-drainage. In allocating production 
pursuant to th** provisions, of ©action 12(e) th« oosaadssion shall fix pro
ration p*riodc of not less than six Co) sonine. I t shall determine reason
able market de>&and and max* allocations of production during each auch 
period, upon .notice sM hearing, at ieoat 30 days prior to the beginning 
of eaeh ; .-oration period, in so far as tu feasible and practicable, gm 
weHa having m allowable in a pool shall be regularly produced in proportion 
to their allowables in effect for th* carrent proration period, .̂ ititout 
approval of uw e&aodsaion or one of l i s duly authorised a^mts, no natural 
ga* well or pool shall be allowed to produce natural gas in excess of the 
allowable assigned to such source during aay proration period} Provided, 
that rfurS n< an ©sssrgeney effecting a gaa transportation facility a gas well 
or pool having high deliverability into such facility under prevailing 
conditionfc saay produce and deliver in sxmesjr* of its allowable for the period 
of emergency, not exceeding ten (lu) days, without penalty. The eoKKsdesicti 
assy order subsequent changes in allowables for wells and pools* to mkm fair 
and reasonable adjustment for overage raoultlng fro» tha caierfeney, A* 
provisiam of this subsection shall not apply to any well& or pool© used 



for storage and withdrawal tnm storage of nfcturai gas orijglnally produced 
not ia violation oi' this &ot or of the rule©, regulation* ar orders of the 
eoaaission, 

•(d) ia fitting the allowable of a pool under seeUon 12(c) lie rein, 
the coralssion shell consider nofi&nstionfe of purehs.isera hut shall not be 
bound thereby &«4 ahall so fix pool allowables m# to prevent unreasonable 
discri&lnation between pools served by the mm gas trs«spoirtat>ion facility 
fey a purctiaser purchaai.n£ in mora tfeaa one pool. 

*(e) natural pis produced fro* gas walla within the allowahle as 
determined m provided in section 12(c) above shall herein be referred to 
as •legal gas*, and natural g&a •roduoed in excess of such allowable shall 
he •illegal gas*." 

md 

SjNa&ftt, J aM ; W&M ,^H^%fff,t, »Stt.,.&iat.» provides »» follows * 

"After the effective date of any rule, reijulatiets or order fixing the 
allowable production, no person shall produoa raore than the allowable pro
duction applicable to him, his wells, leases or properties determined ae ia 
this act provided, and the ellombl* production shall bs produced ia accord
ance with the applicable rules, rasulatiens cr orders,* 

on Wile w m m m m m m day of m m m m m m m m m m m a m m m^^ 1953, the (tosasission, a quorum 
beini* present, having coaaidared the records and the teetiaeny adduced, and being 
fully advised in the --reraises, 

IMisJ 

(1) that due notice having been given as required by law, the Coasi&sslon 
hac jurisdiction in ths case &«d the psraoni and sublet matter th#reof, 

{2} That *», new gai- pool should be and tha same is hereby created, designated 
for gas production and denominated th» Qh* FOOL, loaatad ill Lea County, Sew 
t'sexico, and described a» follows! 

Township 21 ,.>outh, .-»aasO 35 Mat, x&x 
£/2 .-ec. 12} u/z ~ac. 13} Sat* 24. 

township 21 vouth, 'ianga 36 &aat, 
«/2 -ac. ?| «A -ee. IS} *'A and .-41/4 I f l *»*/*• 20} 
hll tees. 29 thru 3* incl. 

township 22 «.xwtb, r̂ nge 36 -«st, ;*KrK 
Ail .ees. 5 thru 8 incl.} 411 uee. 17} g/2 and »-:«e. IS} M&/4 
i*ee, 19} All „ee, 2Uj «V4 .-ma* 26} »lx tiec. 2? and 32, 33. 

Township 23 -*>uth, *»ange 36 -:-eat, -f.;u'M 
..*li -.ec. 4} f*A aad -&/4 -«a. 5| u/Z -•««• Sf a l l »>ee. 9; All -ec. 
16| 'hJk -«c. 17} AH 21# b/2 w«e. 27} -ec, 28} i-/2 ->ee. 
33# /2 and - A --««• 34, 

Ta«saht?/ 24 ~aoth, n̂ge 3^ :^ s t ,» 
A H 3} -:/2 - *e . 4| H /̂4 - « c f i V2 aad i * A M| A 
.:«c. 11} : U -«c. Us :V2 ®c. 15} -.11 -ees. 22 and 23} t/2 ~ec, £5} 
a l l ^ee, 26} - A -cc. 27} ; A -aa, 34} ftll -eea, 35 and 36. 
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township 24 . »uth, tm%ge 3? aeet, 
S/2 Use. 31 

Township 25 -outh, sange 3b aast, MMfH 

All - ©c. 1} H/2 .so. 2} All -SCR. 12, 13, 24 sod 25} i A 36. 

Township 25 - outh, *«aftge 3? last, 
All c*cs. 6 and 7} i *A *«e. 8} «/2 and ffa/4 «et, 16} Ail Sees, 1? 
thru 21 incl,} All êae* 2$ thru 33 incl.} w/2 wee. 34. 
township 26 ^©utfe, iwsnge 37 &est, IfitffJ 
«/2 i*e. 3| All Sees 4 thru 9 iael.j »A ..ee, 10} AH <*>es. 18 
and 19} */2 MM. 29| */2 end **A .-ec. 30} m/k -ec, 31| » A 
.*o. 32, 
All of vecs. IS. 16. 17, 20* 21. 22. 27. Ml the S/2 ef wee. 2v« 

all ia Lea County, Mew Jexteo. 

(3) That ihe producing formation In the Jalco 3as Pool shall extend from 
the top et ths Yates formation to a point 100 feet above th© base of the even 
dvers formation, 

(4) that the wells located in the Jalco Fool are located in a eomaon reservoir 
producing from a common source of supply. 

(5) Tina waste is occurring in production of fas in the Jalco Gas fool in that 
natural gas it being produced from the pool In excess of reasonable market demand 
and in sxeesK of ths capacity of gaa traaeportetieii facilities in the pool for 
the type of gas produced from the pool* 

(6) 'That the withdrawal of natural gas froa the Jalco Oas Fool is non̂ ualform, 
disproportionate and unretable and that in order to protect eorrelatlve rights 
and afford each producer in the pool an equal opportunity to pretuee hie fair 
bhare of the gaa, it ie necessary to fix the daily allowable production and the 
method of allocation of natural gas being produced from the pool and to limit 
the production of natural gas in the pool to the reasonable market demand and to 
the capacity of the ga« transportation facilities operating la the pool. 

(7) 'That the Jalco ias Fool as delineated In thia order is a gas pool. 

(3) That In order to prevent waste In the production of fas in the Jaloo 
.sas Pool, the total allowable natural gas production from the gas wells producing 
gas in the pool -hail be fixed at an amount leas than that which the pool could 
produce if no restrictions were imposed, 

(9) that the atethed of prorating and allocating the total monthly allowable 
production cf fas *mmg all of the walls In the field delivering gas tn a gas 
transportation facility, in the proportion that the acreage of the individual 
well bears tn the summation of the acreage assigned te all such wells in the pool 
after deductions have been made for wells «Mah are Incapable ©f producing their 
allowables, ia a reasonable basis, recognizee correlative rights and prevents 
waste. 



Iffeetive i^ptember 1, at 7 efelock a. the following special rule* 
and regulation*, in addition to auch of tha aoeaaieeicw1* general rules and regula
tions aa are not in conflict herewith, be an<i the sane are hereby adopted ta 
govern the location, completion and operation cf gas wells in the «fslee Qas f ool. 
Lea County, <ew Mexico. 

mm 1. mMkllyii WIT*.. The standard proration unit shall be a full section 
of apprexineUly 6W surface contiguous acres substantially ia the fora of a square 
whioh shall be a legal subdivision (section, of the U, 6, Public land wurvey. The 
nitrrtwm proration unit shall consist of not less than a quarter section of approx* 
iaately 160 surface contiguous acres sttbetantielly in the fora of a square which 
ohall be a legal subdivision (quarter section) or the Ii* ... ;*uhlic land -urvey, 
provided that the Coemiisaio* aay, in order to prevent waate or prevent the confia-
eatloa of property, grant exceptions to permit the drilling of wells on tracts 
smaller than 160 acres. 

tjUJU. 2« LfKOim i&yyum&liK.-'. -ach well hereafter drilled ia this pool shall 
be drillednear the center of the proration unit, end in no event less than 1320 
feet from the nearest boundary line In the case of a standard proration unit, and 
in no event less than 6*0 feet from the nearest boundary line of a minimum proration 
unit, provided, however, that the Secretary of the '©amission shaU have authority 
to grant exceptions to these requirements without notice and hearing where applica
tion has been filed in due form and 

(1) The necessity for the unorthodox location is based on topographical 
conditions, or it occasioned fey the reconviction of a well previously 
drilled to another horiaon, and 

(2) a) The ownership of al l oil and §as leases within a radius of 
660 feet of the proposed location is eo-saon with the ownership of the 
oil ami gas leases under the proposed location, or 

b) . i l l owners of oil and gas leases within such radius consent 
in siting to the proposed location* 

(3) henever such exception is granted, the Cor:®!salon may take sueh 
action as will offset any advantage which the person securing tht- exception 
may obtain over other producers by reason of the unorthodox location. 

Biu. 3. jtalUIEtt km iWGvWUXhiH tefllCS* Prior to the eommneeaent of any 
drilling operations, notice shall be delivered to th* Commission ef intention to 
drill a well In the pool. Prior to the eoaexeieemsnt of recompletion ope atione 
notice shall likewise be delivered to the Commission of intention to deepen or 
plug back any existing well as a producing wall in the pool, tuch notice of intent
ion to dril l or reooa&plete shall be accompanied by a certified lease plat showing 
lease boundsr lines, acreage attributable to the well or unit, the location of 
ths proposed well with reference to property lines, and other wells on the leaae 
or unit* 
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MM 4. H~L^ WI^ID-. ruai, m^MsMS* Any gas well which is drilled lest 
than cMtTmauU frosa theouter boundaries of tale pool end to tbe seas common eouree 
of supply ss tills pool, shell be spaced, drilled, operated aad prorated in accord
ance with these rul&n* 

tlLU. S. ĈtfaAOfe f &SIQa« 'Urn acreage faetor shall be the acreage attributable 
to the proration unit upon which the well ia drilled* If the well i s drilled on 
a unit consisting of less than 640 acres, the allowable production fro* such tract, 
as compared with the allowables production therefrom i f eueh tract contained 640 
acree shall be in the ratio of the acreage in the tract to 640 acres. 

In determining attributable acreage, only that acreage reasonably considered 
to lie within the productive limits of the pool shall be considered. The attribut
able acreage shall bs computed to the nearest full acre, k fraction of an acre of 
less than one-half (1/2} si tall not be counted, and a fraction of an acre of one-half 
(l/2) or more shall be counted as one acre. 

tt&y, 6. ^U^GHTIUII fii-r&UiUi. The total monthly allowable production of gas 
for the pool, after deductions have been made for wells which are incapable of 
producing their allow&bl#s as detoiwln^d hereby, shall be distributed among the 
regaining well* in the peel in the proportion that the acreage of ths Individual 
well bears to th* summation of the acreage assigned to all such veils in the pool. 

j£aeh well capable of production shaU be considered to be a gas well and be 
assigned a fas allowable in accordance with these rules. Aay well in i;.e pool 
which producer, oil in addition ta gas ahall be permitted to produce its gas allow
able, provided that in so doing, i t does not produce more oil than i t would be 
permitted to produce under statewide .«ule 505. ny well producing oil in addition 
to gaa aad not peraitted to produce its full gas allowable under thle rule shall 
not be permitted to accumulate underproduction. 

After th© completion of a gas well in the pool, no gas froa such well shall 
be (1) pera&̂ ted to escape to the air, (2) used expansively in engines or pumps 
and then vented, U) used to gas l i f t oil wells unless a l l gas produced therefrom 
it processed in a gasoline plant, or beneficially used thereafter without waste, 
or {4} used for Urn mnufaeture of carbon black. 

dSL, 7. mttlmhtlM*, Un or before the fourteenth (14th) day of January and 
July of each year, »ocn taker of gas at the wellhead shall submit, on the form 
provided by the Ooias&ssiea, a nomination for the amount of gas which each ln good 
faith actually desires to produce for each month during the six-month proration 
period, March through .'.ugust, ani uptember through February, respectively. 

In determining th« market demand for each month of the six-month proration 
period, the Commission shall take into account the nominations aubadtted but 
©hall not be bound thereby. 

l&Lg fim. fuffiX, A.jjj.vAt^.. The total allowable to be allocated for each month 
shall be determined by the Co&t&lsaion in the following manners 

fhe tot* I allowable far ihe current wrath shall be equal, to Urn total <«*rket 
de«and for the current aonth plus the market demand for the preceding: month less 
the total allowable for the preceding month lass ths net field status at the end 
of the second preceding aonth. 
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p>La, 9. P x i j v , }&vd$L. th© production fro* each gas well shell be 
metered separately and the gas production therefrom shall be reported each month 
te the Commission en forms furnished by the Corstlesion so m to reach th« Cemmleaioa 
Office on or belore the fifteenth (15th) day of the Btooih next mteceeding the 
aonth in wMci: ĥe ga© was produced, 'fhe operator shall chow on such form what 
dispoeition has be<wi u&de of the gas produced, Ih* ful l production of gas from 
eaeh well shall be charged against tae well's allowable, regardlees oi what dis
position ha» been mde of the gas, 

(a) Underproduction, 

The dates 7»00 a. a. *-.area 1, ami 7tW a* &• êptê ber 1 shall be known 
as balancing dates and the periods of time bounded by these datet, shall be known 
as gas proration periods, Th© aaount. of current gas allowable rosining unpredueed 
at the end of e&eh proration period shall be carried forward to and may be produced 
iuring th« next succeeding proration p«riod in addition to th# normal gas allo*able 
for sueh succeeding period, but whatever amount thereof is not isade up within the 
first succeeding proration period shall be cancelled. I f , at the end of the first 
succeeding proration period a greater amount of allowable remain* unpredueed than 
was carried forward as underproduction, the amount carried forward to the second 
succeeding p#rind shall be the total unrleroroduetion leas the amount carried forward 
to the f irst succeeding period. 

I f i t appears that uueh continued underproduction has resulted from 
Inability oi* th* well to produce its allowable, i t stay be classified AS a marginal 
weU and its allowable reduced i** the well's ability to produce, 

(b) wverpreduction, 

k w»ll which has produced a greater amount of gas than was allowed during 
a given proration period shall have iU> allowable for the first succeeding proration 
period reduced by the amount of such ov«rprc4Metio» and such overproduction shall 
be made up within the first succeeding proration period, If »t th« end oi t:«e first 
ivueceedinK proration p«riod thv well is s t i l l overproduced, It :.hail be shut in 
and its current monthly allowable charged against said overproduction until the 
well Is la balance. I f at any ti«a« « weU is overproduced aa amount equal to six 
times itt current ninthly ail©*?abJ,9, i t shall be shut in until I t is in balance, 

fhe ao^al&sion nay allow overproduction ta be made up at a leseer rate 
than w»ul*4 be ta« case i f the well weiw eo*£flet«ly fcfaut in upon a showing at public 
hearing &fter due notice that eoapl#̂ # phut in of th© well uould result in (Material 
damage to the well, 

(e) So go* well shell be produced at * daily rate which would constitute 
waste. 

Wu> 11. ^iJtl..iilfr^ /; Q>&̂  h gaa well ahall mean a well producing 
gas from a com*** source of gas auppiy defined by the Companion in this order as 
constituting a gas pool. 

i t I;- fvt«Tikw. oauum that this cause be held open on the docket for such 
•»ther and further orders as «*ay be neeest&ry. 

ILLEGIBLE 



I I I , ( l ) That a new pool be, and the same hereby Is created, designated for 
gas production, denominated the Justis Gas Pool and described as follows} 

Township 2h bouth. Hanae 37 East. MMPM 
m/U of Sec. I t 5E/4 Sec. Zx 3/2 Sec. 11: W/2 Sec. 121 W/2 Se«. 
13; S/2 wee. ILt E/2 Dec. 23: W>2 Sec. 2a. 

(2) That the producing formation i n the Justis Gas Pool shall be 
the 200 feet immediately below the Glorieta datum. 



V. ( l ) That a new pool be, and the same hereby is created, designated for 
gas production, denominated the Tubb Gas Pool and described as follows: 

Township 21 South, Range 37 East, NMPM 
SW/4 and Lots 3, 4, 5, 6, 11, 12, 13 and 14 of Sec. 2} A l l of Sec. 
3J 5EA and Lots 1, 2, 7, &> 9 $ 10, 15 and 16 of Sec. 4f S/2 Sec. 
8; A l l Sees. 9 and 10j W/2 Sec. 11; w/2 Sec. 14) Al l Sees. 15, 16 
and 17; &/2 Sec, 19} Al l Sees. 20 thru 23; incl.) W/2 oec. 25) A l l 
Sees. 26 thru 29 incl.) E/2 Sec. 30; E/2 Sec. 31) Al l Sees. 32 
thru 36 i n c l . 

Township 22 South, -tange 37 ±iast, NMPM 
All Sees. 1 thru 5 incl.) s/2 Sec. 6; All Sees. 8 thru 16 incl.; 
E/2 ^ec. 21; A l l Sees, 22, 23 and 24. 

Township 22 u>uth, iian^e 38 **8t, NMPM 
W/2 Sec. 6; w/2 Sec. 7; w/2 Sec. 18; W/2 Sec. 19. 

(2) That the producing formation i n the Tubb Gas Pool shall extend 
from the top of the Tubb sand to a point 225 feet below the top of the Tubb sand. 



VI. (1) That a new pool be, and the same hereby is created, designated for 
gat production, denominated the Blinebry Gas Pool and described as follows* 

Township 21 South, iiange 37 £aet, HMPK 
S/2 Sec. 10j S/2 Sec. l l j A l l Sees. 14, 15, 22, 23, 26, 27, 34, 35 
and 36. 
All of Sees. 1, 2, 3l £i/2 Sec. 4) S/2 Sec. 9j N/2 Sec. IP; N/2 
Sec. 11; All Sees. 15, 13, 24 and &JI 

Township 22 South, iiange 37 test, NMPM 
All ~ecs. 1, 2, 3, 4, 10, 11, 12, 13, 14, 23, 24 and 25. 

Township 22 South, iiange 38 Sast, flMPM 
W/2 Sec. 6; w/2 oec. 7j ;/2 Sec. 18; A l l Sees. 19, 30 and 31. 

(2) That the producing formation In the Blinebry Gas Pool shall be 
defined as that part or tne teso formation included from the base of the upper 
Yeso sandy section which occurs at an average depth of 450 feet below the Glorieta 
formation and wnien is tne stratigraphic equivalent of the Clear Fork formation of 
West Texas to the top of the Drinkard sandy member or Tubb Sand. 
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VII. (1) That a new pool be, and the same hereby is created, designated for 
gas production, denominated the Amanda G&8 Pool and described as follows: 

Township 22 South, Range 37 Sast, NMPM 
All Sec. 25. 

(2) That the producing formation i n the Amanda Gas Pool shall b© known 
as the Amanda zone of the lower Persian encountered at an approximate depth of 
7050 feet. 



V I I I . (1) That a new pool be, and the same hereby is created, designated 
for gas production, denominated the i «onument-McKee Gas Pool and described as 
follows: 

Township 19 South, iiange 36 ̂ ast, NMPM 
Al l of bee. 36. 

Township 19 South, Ranye 3? East, NMPM 
All of Sec. 31. 

Township 20 South, flange 36 East, NMPM 
All of Sac. 1, 

Township 20 oouth, riange 3? Sast, NMPM 
All of Sec. 6 

(2) That the producing formation in the IIonument-ttcKee Gas Pool shall 
be the McKee sand of the uiapson fonnation. 



IX, (1) That a new pool be, and the same hereby is created, designated for 
gas production, denominated the Byers-Queen Gas Pool and described as follows* 

Township 18 South, Hange 38 East, NMPM 
Al l of Sees. 29, 30, 31 and 32. 

(2) That the producing formation i n the Byers-Queen Gas Pool shall be 
the ueen formation. 



X, (1) That a new pool be, and the same hereby is created, designated for 
gas production, denominated the Maljamar-Queen Gas Pool and described as followsi 

Township 17 South, flange 32 -c*Bt, NMPM 
SW/4 and W/2 SE/4 Sec, 15; A l l of Sec, 16; NE/4 oec. 21; NW/4 
and W/2 MS/4 Sec. 22, 

(2) That, the producing formation In the iialjaraar-^ueen Gas Pool shall 
be the '-iieen formation. 



XI, (1) That a new pool be, and the same hereby is created, designated for 
gas production, denominated the Vandagriff-Keyes Gas Pool and described as follows: 

Township 17 South, Range 28 East, NMPM 
S/2 Sec. 3} S/2 and MW/4 zee, 4j Al l of Sec. 5j NE/4 Sec. 8) 
All of Sees, 9 and 10. 

(2) That the producing formation in the Vandagriff-Keyes Gas Pool 
shall be the Queen formation encountered at an approximate depth of 1400 feet. 



I . (1) That a new pool be, and the same hereby is created, designated for 
gas production, denominated the Jalco Gas Pool and described as follows* 

Tow ship 21 South, Range 35 East, NMPM 
E/2 bee. 12} E/2 Sec. 13i E/2 Sec. 24. 

Township 21 South, liange 3 • East, NMPM 
W/2 Sec. 7; W/2 Sec. 18j w/2 and SE/4 Sec. 19$ SW/4 Sec. 20j A l l 
Sees. 29 thru 32 inc. 

Township 22 South, Range y East, NMPM 
All Sees. 5 thru 8 i n c l . j A l l Sec. 17; N/2 and SE/4 Sec. 18t NE/4 
Sec. 19; All ^ec. 20; NW/4 Sec. 28; All Sec. 29 and 32; SW/4 Sec. 33. 

Township 23 South, Range % East, Dfi-SPM 
All Sec. 4; N/2 and SE/4 Sec. 5) E/2 Sec. 8; A l l Sec. 9; A l l Sec. 
16; Hii/4 Sec. 17; A l l Sec. 21; W/2 Sec. 27; E/2 Sec, 28; E/2 Sec. 
33; W/2 and SE/4 Sec. 34. 

Township 24 aouth, Range 36 East, NMPM 
All oec. 3; S/2 Sec. 4; NU/4 Sec. 9; N/2 and SE/4 Sec. 10; W/2 
Sec. 11; All Sec. 14; S/2 Sec. 15; A l l Sees, 22 and 23; s/2 Sec. 
25; All -ec. 26; E/2 Sec. 27| E/2 bee. 34; All Sees. 35 and 36. 

Township 24 South, Range 37 East, NMPM 
S/2 bee. 31 

Township 25 South, iiange 36 East, MKPK 

All ^ec. 1; M/2 Sec. 2; A l l Sees. 12, 13, 24 and 25; NE/4 Sec. 36. 

Township 25 ̂ outh, Range 37 East, HHPM 
All ^ecs. 6 and 7; ^ / k Sec. 8; S/2 and NW/4 Sec. 16; A l l Sees. 17 
thru 21 incl.; A l l bees. 28 thru 33 incl.; K/2 Sec. 34. 
Township 26 South, iiange 37 East, NMPM 
W/2 Sec. 3; A l l i-ecs. 4 thru 9 incl.; w/ 2 Sec. 10; A l l Sees. 18 
and 19; '»/2 Sec. 29; s/2 and Nw/4 Sec. 30; NE/4 Sec. 31j KW/4 
Sec. 32. 
All of Sees. 15. 16. 17 . 20 . 21. 22. 27 . 28-. the E/2 of Sec. 29: 
E/2 Sec. 32: and a l l of Sees. 33 and 34. 

(2) That the producing formation in the Jalco Gas Pool shall extend 
from the top of the Yates formation to a point 100 feet above the base of the 
Seven Rivers formation. 



I I . (1) That a new pool be, and the same hereby Is created, designated for 
gas production, denominated the Langraat Gas Pool and described as follows: 

Township 21 South, Range 36 East, NMPM 
W/2 Sec. 28j A l l Sees. 33 and 34. 

Township 22 South, xiange 36 East, NMPK 
A l l Sees. 3, 4, 9 and 10} SW/4 See. 11} W/2 Sec. 14} AH Sees. 
15 and 16; A l l Sees. 21, 22 and 23j a l l Sees. 25, 26, 27} s/2 
and ME/4 ^ec. 28} N/2 and SE/4 Sec, 33J A l l Sees. 34, 35, and 36. 

Township 22 south, Range 37 East, NMPM 
SW/4 Sec. 31• 

Township 23 South, .lange 3'- East, NMPK 
A l l bees. 1, 2 and 3; A l l wees, 10 thru 15 incl.} A l l Sees. 22 
thru 26 incl.} E/2 Sec. 27} NE/4 Sec. 34} A l l Sees. 35 and 36. 

Township 23 South, i&nge 37 East, NMPM 
A l l Sees. 6, 7, 18 and 19} »/2 Sec. 29} A l l Sees. 30 and 31} 
W/2 Sec. 32. 

Township 24 South, Range 36 East, NMPM 
A l l oecs. 1 and 2} E/2 Sec. 11} A l l uecs. 12, 13, 24} N/2 Sec. 25. 

Township 24 South, Range 3? East, NMPi: 
A l l Sees. 5 thru 8 incl.} w/2 Sec. 9} -</2 Sec. 16} A l l Sec. 17 
thru 21 incl,} A l l ^ecs. 28 , 29 and 30} N/2 Sec. 31} A l l Sees, 
32 and 33; SW/4 Sec. 34. 

Township 25 South, Range 37 East, NMPM 
w/2 Sec. 3} A l l oecs. 4 and 5} N/2 and SE/4 Sec. 8} A l l Sec, 9; 
W/2 and SE/4 Sec. 10; A l l Sec. 15; NE/4 Sec. 16} A l l Sec. 22; 
N/2 ^ec. 27. 

(2) That the producing fonnation i n the Langmat Gas Pool shall extend 
from the top of the Yates formation to a point 100 feet above the base of the 
Seven Rivers formation. 



I I I (1) That a new pool be, and the same hereby is created, designated for 
gaa production, denominated the Eumont Gas Pool and described as followsi 

township 19 South, Range 38 East, NMPM 
SE/4 Sec. 13; s/2 Sec. 23} S/2 and NE/4 Sec. 24} A l l Sees. 25 
and 26; E/2 Sec. 27; S/2 Sec. 34} Al l Sees. 35 and 36. 

Township 19 South, Range 37 East, NMPM 
SE/4 Sec. 7; SW/4 Sec. 8; A l l Sees, 17 thru 20 incl,} W/2 Sec. 
21; w/2 Sec. 27; All Sees. 28 thru 34 in c l . 

Township 20 south, Range 36 East, NMPK 
All bees. 1 and 2} s/2 Sec. 3} -S/2 Sec. 10$ A l l Sees. 11 thru 14 
Incl.} NEA Sec. 15; N/2 and SE/4 Sec. 23; A l l S©c. 24 and 25$ 
E/2 Sec. 26; b/2 oec. 35; AH Sec. 36. 

Township 20 South, Range 37 East, NMPM 
All ~ecs. 3 thru 9 incl.} w/2 Sec. 10} W/2 Sec. 15} A l l Sees. 
16 thru 20 incl,} w/2 and NE/4 Sec. 21} MW/4 Sec. 22} w/2 Sec. 
29; All Sees. 30, 31 and 32} W/2 Sec. 33. 

Township 21 South, Range 35 East, NKPil 
SE/4 and Lots 1, 2, 7, 8, 9, 10, 15 and 16 of Sec. 1, 

Township 21 South, Range 36 East, NMPM 
SW/4 sec. 1} S/2 and Lots 11, 12, 13 and 14 of Sec. 2; S/2 and 
Lots 3, 4, 5, 6, 9, 10, 11, 12, 13, 14, 15 and 16 of Sec. 3$ A l l 
Sec. 4, 5 and 6; E/2 Sec. 7} AH Sees. 8 thru 11 in c l j w/2 
Sec. 12} N../4 Sec. 13} N/2 and 3V/U Sec. 14$ A l l Sees. 15, 16 and 
17; S/2 Sec. 18} NS/4 Sec. 19} N/2 and SE/4 Sec. 20$ A l l Sec. 21} 
W/2 and HE/4 Sec. 22} S/2 Sec. 28. 

(2) That the producing formation in the Eumont Gas Poo3. shall extend 
from the top of the Yates formation to the top of the Grayhurg formatlpji thereby 
including a l l of the Yates, Seven-Rivers, and Queen formations. 



IV. (1) That a new pool be, and the same hereby is created, designated for 
gas production, denominated the Arrow Gas Pool and described as follows! 

Township 21 South, Range 36 East, NMPM 

SE/4 Sec. 24; All Sec. 25; s/2 and NE/4 Sec. 35; All Sec. 36. 

Township 22 South, Range 36 East, NMPM 
All Sees. 1 and 2; NE/4 Sec. 11; All Sec, 12; N/2 and SE/4 Sec. 13. 
Township 22 South, Range 37 East, NMPM 
b/2 Sec. 7; All Sec. 18; H/2 Sec. 19. 

(2) That the producing fonnation in the Arrow Gas Pool shall extend 
from the top of the Yates formation to a point 200 feet below the top of the Queen 
formation, thereby including a l l of the ̂ even Rivers formation. 
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EXHIBIT ". 

BASIS OF SETTLEMENT FOR GASOLINE AMD ADDITIONAL PRODUCTS 

Attached to and made a pa r t of agreement dated , 19 hy and be

tween EL PASO NATURAL GAS COMPANY, Buyer, and 

, S e l l e r 

PRICE: The Buyer s h a l l pay to S e l l e r for the gasoline contained I n the gas delivered hereunder-
a price computed on the f o l l o w i n g basis: 

(a) When the average price of Grade 26/70 n a t u r a l gasoline, or i t s substantial equivalent, 
i s less than 2j, per g a l l o n , 15% of the value of the gasoline contained i n said gas. 

(b) When the average price of Grade 26/70 nat u r a l gasoline, or i t s substantial equivalent, 
i s 2<f> but less than 3<f per gallon, 20% of the value of the gasoline contained i n said gas. 

(c) When the average price of Grade 26/70 nat u r a l gasoline, or i t s s u b s t a n t i a l equlvaie-rt, 
i s 3?! t u t less than h i per gallon, 25% cf the value of the gasoline contained i n said. gas. 

(d) When the average price of Grade 2b/7C. natsjral gasoline, or i t " s u b stantial equivalent, 
i s 4j£ but less than 5 i per g a l l o n , 30% of the value of the gasoline contained I n said gas. 

(e) When the average price of Grade 26/7C natural gasoline, or ten substantial equivalent, 
i s 5^ or more per g a l l o n , 33-1/3$ of the value of the gasoline contained i n said gas. 

The value of the gasoline contained i n a thousand cubic f e e t of gas s h a l l be determined 
by m u l t i p l y i n g the gasoline content (determined as hereinabove provided) by the average sales 
p r i c e of Grade 26/70 nat u r a l gasoline, or I t s s u b s t a n t i a l equivalent, as quoted i n the National 
Petroleum News f o r the North Texas D i s t r i c t during each settlement period. 

ADDITIONAL PRODUCTS: Buyer s h a l l , w i t h reference to a l l a d d i t i o n a l products, compensate Sel l e r 
t y paying Se l l e r f o r gas delivered under t h i s contract, i n a d d i t i o n to the sum of money other
wise provided to be paid t h e r e f o r , a sum to be computed by m u l t i p l y i n g the actual average net 
sales price of a d d i t i o n a l products, h e r e i n a f t e r defined, by the q u a n t i t y of a d d i t i o n a l products, 
a c t u a l l y saved and sold from the plant a t t r i b u t a b l e to gas delivered by Seller to Buyer, and 
m u l t i p l y i n g the r e s u l t by whichever of the f o l l o w i n g percentages i s applicable, to w i t : 

g a l l o n . 
15$ when said average net sales price of a d d i t i o n a l products i s 2<p or less per 

20% when said average net sales price of a d d i t i o n a l products i s more than 2$ but 
less than 4^ per g a l l o n ; 

25$ when said average net sales price of a d d i t i o n a l products 1 s h i or more per 
g a l l o n but less than 6^; 

33-1/3/S when said average net sales price of a d d i t i o n a l products i s 6$ or more 
per g a l l o n . 

The "average net sales price of a d d i t i o n a l products'' s h a l l be the average net sales price per 
g a l l o n f.o.b. plant of a d d i t i o n a l products saved and sold during the settlement period Involved. 
As to any of such a d d i t i o n a l products that Buyer removed from said plant f o r i t s own use a t points 
away from the plant same s h a l l be deemed to have been sold f.o.b. the plant at the same price per 
g a l l o n at which actual sales to others f.o.b. the plant of l i k e material during the settlement 
period. I n the event there should be no actual sales of a d d i t i o n a l products from the plant to 
others during any settlement period, then the average net sales price which Buyer s h a l l use l n com
puting payment to S e l l e r f o r any of such a d d i t i o n a l products used by Buyer, as aforesaid, s h a l l be 
the weighted average net sales price of three (3) other manufactures, f.o.b. t h e i r p l a n t s , of l i k e 
material i n the same general area during such settlement period. The "quantity of a d d i t i o n a l pro
ducts a c t u a l l y saved and sold from Buyer's plant a t t r i b u t a b l e to gas delivered by Seller to Buyer" 
s h a l l , f o r the purpose of t h i s computation, be that percentage of such a d d i t i o n a l products a c t u a l l y 
saved and sold from the p l a n t , expressed i n gallons, which the t o t a l gasoline content (determined 
as hereinabove provided) of the gas delivered by Seller to the plant bears to the t o t a l gasoline 
content of a l l gas delivered to the plant (determined i n a l i k e manner). By the term " a d d i t i o n a l 
products" i s meant a l l products other than and I n a d d i t i o n to residue gas and n a t u r a l gasoline not 
i n excess of 26 R.V.P. c u r r e n t l y being manufactured i n Buyer's p l a n t . 

.(LLEGIBLE 



OIL CONSERVATION COMMISSION 
P. O . B O X 8 7 1 

SANTA F E , NEW MEXICO / 

January 19* 1954 

Cities Service Oil Company 
fiobfos. New Mexico 

Gentlemen: 

Reference ie made to our discussion of December, 1953 pertaining 
to the use of gas from your Closson, Closson A aad Closson B leases ia 
Sections 6, 18 and 20 of Township 22 South, Range 36 East, Lea County, 
New Mexico, by the United Carbon Company. 

An examination of our records reveals that the following wells are 
producing from the Jalco Gaa Pool and must be produced and prorated in 
accordance with the rule* and regulations governing the Jalco Gas Pool. 

Closson, Well #1, NW/4 SE/4 Section 6, 
Township 22 South, Rang* 36 East, 

Closson A, Well #1-A, NE/4 NE/4 Section 
18, Township 22 South, Range 36 East, 

Closson A, Well #3-A, NE/4 SE/4 Section 
18, Township 22 South, Range 36 East, and 

Closson B, Well #6-B, SW/4 NW/4 Section 
20, Township 22 South, Range 36 East. 

Two wells operated by Cities Service and located in the Closson 
lease are not producing from the productive limits of the Jalco Pool and are 
therefore not subject to proration at this time. Please bear in mind that 
there is a possibility that these wells may be prorated in the future. These 
wells are as follows: 

Closson #4, SE/4 SE/4 Section 6, Township 
22 South, Range 36 East, and 



OIL CONSERVATION COMMISSION 
P. O. BOX 871 

S A N T A F E , N E W M E X I C O 

Cities Service Oil Company, p. 2 
January 19, 1954 

Cloeeon #8, NE/4 NE/4 Section 6, Township 
22 South, Range 36 East. 

The reason that these two wells are not considered as producing Irom the 
Jalco Pool is because our records reveal that they produce from a sons in 
the lower Seven Rivere and the Jalco Gas Pool is defined as being productive 
from the Yates and all but the lower 100 feet of the Seven Rivers. The #4 
Closson is producing from a 50 foot section (2500*-3589') the top of the cone 
3500* being 89* above the base ofthe Seven Rivers. The #8 Closson is pro
ducing from a 22' interval (3502' - 3524') being 98 feet above the base of the 
Seven Rivers. 

Your January production will be conaidered as being produced against 
your allowable assigned. Pleaee furnish our Hobbs office the required plate 
and well information ae required by Order No. R-368-A. We are instructing 
the Proration Department to assign the allowable on these 4 wells effective 
January 1, 1954. 

We are enclosing a copy of a letter being sent to the United Carbon 
Company. 

Very truly yours, 

W. B . Macey 
I B M I V R I C Chief Engineer 

cc: United Carbon Company, Inc. v^' 
Eunice, New Mexico 

Oil Conservation Commission 
P . O. Box 2045 
Hobbs, New Mexico 

Fletcher A. Catron, Attorney 
Santa F e , New Mexico 
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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 FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 582 
THE APPLICATION OF THE OIL 
CONSERVATION COMMISSION ON ITS 
OWN MOTION FOR A L L OPERATORS 
AMD INTERESTED PARTIES IN THE 
JALCO GAS POOL TO SHOW CAUSE 
WHY THE RULES AND REGULATIONS 
AS SET OUT IN ORDER R-356, WITH 
ANY ESSENTIAL AMENDMENTS, SHOULD 
NOT B E PUT INTO E F F E C T . 

PRAECIPE FOR SUBPOENA 

Comes now tne applicant, Texas Pacific Coal and Oil Company and 

respectfully requests the Commission to issue a subpoena pursuant to the 

provisions of Section 69-207, New Mexico Statutes Annotated, 1941. 

Applicant requests that the subpoena be directed te the E l Paso 

Natural Gas Company, directing that company to make available to the 

Commission and to the applicant, at th* time of rehearing, the following: 

1. An employee who is qualified to testify as to the following: 

a. The amount of dry gas which it will take under their 
contract with applicant in 1954 if there la no proration 
of gas in th* Jalco Fool; and the amount of dry gas 
which it will take in 1954 under said contract if there 
is proration ef gas in th* Jalco Pool. 

b. Volume of gas by total and average by wells (Texas 
Pacific Coal and Oil Company wells only) taken by 
E l Paso Natural Gas Company from said gas wells 
now located in the Jalco Pool during 1951, 1952 and 
1953. 

c. Volume of gas, average by wells nominated for the 
first six month* of 1954 (per well per unit). 

d. Requirements of gas well gas for last six months of 
1954, so far as known for the Jalco Pool (per well 
per unit). 

e. Estimated average reduction in take during 1954 
from Jalco gaa w«lls, as a result of recent Spraberry 
and other connections mad* or to be made outside the 
State of New Mexico, as compared with 1952 and 1953. 



2. That the Exhibit* Noa. 1, 2 aad 3 introduced by E l Faae 

Katural Gas Company at tbe hearing in Case He. 521 on August 20, 1953 

be brought dews to the date of December 31, 1953, and be made available 

to the applicant at the rehearing. 

Applicant further states that the above requested information is 

er may be essential for the proper presentation of applicant's case on 

rehearing. 

WHEREFORE, applicant prays that the subpoena as requested be 

issued by the Commission. 

(signed) John F . Russell 
Attorney for Applicant, Texas 
Pacific Coal and Oil Company, 
P. O. Box 513 
Roswell, New Mexico. 



THE OIL CONSERVATION COMMISSION 
OF H1W MEXICO 

CASE NO. 582 
ON BSHIARING 

SUBPOENA BBOBS TECH! 

STATE OF NEW MEXICO TO; 

A. L. HILL, AS AOEHT AND EKPLCTEE 
OF EL PASO NATURAL SAS COMPAHX, A 
CORPORATION, P. 0. BOX 1492, EL 
PASO, TEXAS. 

GREETIMPS; 

lou are hereby commanded to appear at 9 o'clock a.a. on 

January 21, 1954? at nabry Rail, State Capitol, Santa Fe, Hew Mexioo, 

before the Oil Conservation COES&SSIOE of Mew Mexico, to "teen and there 

testify in th© matter of rehearing in Cause Mo, 582, wherein Texas 

Pacific Coal & Oil Company is Petitioner, and have you then and there 

such memoranda and records as say be necessary or useful in testifying 

upon the matters and things set out in attached copy of Praecipe. 

HEREIN FAIL NOT. 

DOME at Santa Pe, New Mexico, on thia 13th day of January, 

1954, under the seal of the New Kexioo Oil Conservation Commission. 

STATE 0? NEW MEXICO 
OIL CONSERVATION COMMISSION 

R. R. Spurrier, 
Meaber of said Commission 

S E A L 



B E F O R E T H E OIL CONSERVATION COMMISSION 

OF T H E S T A T E OF NEW MEXICO 

IN THE M A T T E R OF THE HEARING 
C A L L E D B Y T H E OIL CONSERVATION 
COMMISSION FOR T H E PURPOSE O F 
CONSIDERING: 

CASE NO. 582 
THE APPLICATION O F T H E OIL 
CONSERVATION COMMISSION ON ITS 
OWN MOTION FOR A L L OPERATORS 
AND I N T E R E S T E D PARTIES IN T H E 
JALCO GAS POOL TO SHOW CAUSE 
WHY THE R U L E S AND REGULATIONS 
AS S E T OUT IN ORDER R-356, WITH 
ANY ESSENTIAL AMENDMENTS, SHOULD 
NOT B E PUT INTO E F F E C T . 

P R A E C I P E FOR SUBPOENA 

Comes now the applieaat, Texas Pacific Coal and Oil Company and 

respectfully requests the Commission to issue a subpoena pursuant to the 

provisions of Section 69-207, New Mexico Statutes Annotated, 1941. 

Applicant requests that the subpoena be directed to the E l Paso 

Natural Gas Company, directing that company to make available to the 

Commission and to the applicant, at the time of rehearing, the following: 

1. An employee who is qualified to testify as to the following: 

a. The amount of dry gas which it will take under their 
contract with applicant in 1954 if there is no proration 
of gas in the Jaleo Pool; and the amount of dry gas 
which it will take in 1954 under said contract if there 
is proration of gas in the Jalco Pool. 

b. Volume of gas by total and average by wells (Texas 
Pacific Coal and Oil Company wells only) taken by 
E l Paso Natural Gas Company from said gas wells 
now located in the Jalco Pool during 1951, 1952 and 
1953. 

c. Volume of gas, average by wells nominated for the 
first six months of 1954 (per well per unit). 

d. Requirements of gas well gas for last six months of 
1954, so far as known for the Jaleo Pool (per well 
per unit). 

e. Estimated average reduction in take during 1954 
from Jalco gas wells, as a reeult of recent Spraberry 
and other connections made or to be made outside the 
State of New Mexico, as compared with 1952 and 1953. 
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2. That the Exhibits Nos. 1, 2 and 3 introduced by E l Paso 

Natural Gas Company at the hearing in Case No. 521 on August 20, 1953 

be brought down to the date of December 31, 1953, and be made available 

to the applicant at the rehearing. 

Applicant further states that the above requested information is 

or may be essential for the proper presentation of applicant's case on 

rehearing. 

W H E R E F O R E , applicant prays that the subpoena as requested be 

issued by the Commission. 

(signed) John F . Russell 
Attorney for Applicant, Texas 
Pacific Coal and Oil Company, 
P . 0 . Box 513 
Roswell, New Mexico. 



J O H N F . R U S S E L L 

SUITE 424 J . P. WHITE BLDG. 

P. O. BOX 813 

ROSWELL, NEW MEXICO 

January 11, 195*+ 

Mr. R. R. Spurrier 
Secretary and Director 
Hew Mexico Oil Conservation Commission 
Box 871 

Santa Fe, New Mexico 

Dear Mr. Spurrier: 
I am enclosing herewith a Praecipe for Subpoena 
in Case No. 582, and w i l l appreciate your issuing 
the Subpoena as requested. 

Very tr u l y yours, 

JFR/djk 
Encls. 


