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T H E A P P L I C A T I O N O F T H E 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 O N ITS OWN M O T I O N F O R A L L 
O P E R A T O R S A N D I N T E R E S T E D P A R T I E S I N T H E 
E U M O N T GAS P O O L T O SHOW C A U S E W H Y T H E 
R U L E S A N D R E G U L A T I O N S AS S E T O U T I N O R D E R 
R - 3 56, W I T H A N Y E S S E N T I A L A M E N D M E N T S , 
S H O U L D N O T B E P U T I N T O E F F E C T , 

O R D E R OF T H E C O M M I S S I O N 

3 Y T H E C O M M I S S I O N ; 

T h i s case came on f o r h e a r i n g at 9 o ' c l o c k a . m . , on O c t o b e r 28, 1953, a t 
Santa F e , N e w M e x i c o , b e f o r e 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 of N e w M e x i c o , 
h e r e i n a f t e r r e f e r r e d to as the " C o m m i s s i o n " . 

N O W , on t h i s 10th . play of N o v e m b e r , 1953, the C o m m i s s i o n , a q u o r u m be ing 
p r e s e n t , h a v i n g c o n s i d e r e d the t e s t i m o n y adduced , the e x h i b i t s r e c e i v e d , the s t a t e 
m e n t s of i n t e r e s t e d p a r t i e s , the o f f i c i a l r e c o r d s of t h i s C o m m i s s i o n and o t h e r p e r t i n e n t 
da ta , and b e i n g f u l l y a d v i s e d i n the p r e m i s e s , 

F I N D S : 

(1) T h a t due p u b l i c n o t i c e h a v i n g been g i v e n , the C o m m i s s i o n has j u r i s d i c t i o n 
c f t h i s cause . 

(2) T h a t the C o m m i s s i o n , f o r the p u r p o s e of p r e v e n t i n g was t e and d r a i n a g e , 
and f o r the p r o t e c t i o n of c o r r e l a t i v e r i g h t s , e n t e r e d O r d e r R - 3 5 6 , e s t a b l i s h i n g c e r t a i n 
g e n e r a l o r " s t a n d - b y " r u l e s and r e g u l a t i o n s r e l a t i n g to the p r o r a t i o n of gas w e l l gas , 
p r o r a t i o n u n i t s , w e l l s p a c i n g , and o t h e r r e l a t e d m a t t e r s i n the gas p o o l s of E d d y , L e a , 
Chaves and R o o s e v e l t C o u n t i e s , N e w M e x i c o , a p p l i c a b l e i n a l l cases o n l y a f t e r s p e c i a l 
r u l e s f o r each gas p o o l s h a l l have been p r o m u l g a t e d . 

(3) T h a t t h e r e a f t e r , a f t e r due n o t i c e and h e a r i n g , O r d e r R - 3 7 0 was d u l y 
e n t e r e d b y the C o m m i s s i o n . O r d e r R - 3 7 0 adop ted the g e n e r a l o r " S t a n d - b y " r u l e s 
p r o m u l g a t e d by O r d e r R - 3 5 6 as the S p e c i a l R u l e s and R e g u l a t i o n s of the E u m o n t Gas 
P o o l , h e r e t o f o r e e s t a b l i s h e d , R - 3 7 0 was e n t e r e d p e n d i n g a f u r t h e r o r d e r i n the 
p r e m i s e s , s a i d o r d e r to be e n t e r e d o n l y a f t e r a l l i n t e r e s t e d p a r t i e s w e r e a f f o r d e d the 
o p p o r t u n i t y t o be h e a r d i n the m a t t e r , 

(4) T h a t as a r e s u l t of such h e a r i n g and i n c o n s i d e r a t i o n of the t e s t i m o n y 
adduced S p e c i a l P o o l r u l e s s h o u l d be p r o m u l g a t e d f o r the E u m o n t Gas P o o l , h e r e t o f o r e 
e s t a b l i s h e d , d e s c r i b e d and c l a s s i f i e d as a gas p o o L 
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Tha t the S p e c i a l p o o l r u l e s shou ld a p p r o x i m a t e the g e n e r a l r u l e s and r e g u l a t i o n s 

p r o m u l g a t e d by O r d e r R - 3 5 6 i n s o f a r as the same a r e a p p l i c a b l e to the E u m o n t 

P o o l , and s h o u l d c o n f o r m , g e n e r a l l y w i t h the p r o v i s i o n a l s p e c i a l r u l e s of O r d e r 

R - 3 7 0 . 

(5) T h a t i n o r d e r f o r the C o m m i s s i o n to eva lua te and de l i nea t e the a c t u a l 
p r o d u c t i v e l i m i t s of the E u m o n t Gas P o o l a l l o p e r a t o r s of o i l and gas w e l l s w i t h i n 
the d e f i n e d l i m i t s of the J a l c o Gas P o o l shou ld s u p p l y c e r t a i n G e o l o g i c a l and R e s e r 
v o i r da ta to the C o m m i s s i o n . 

(6) T h a t p e n d i n g f u r t h e r s tudy and o r d e r s , the a l l o c a t i o n of gas i n the E u m o n t 
gas p o o l shou ld be c a l c u l a t e d on the bas i s of 100 pe r cen t a c r e a g e , based upon the 
s t a n d a r d 160 a c r e p r o r a t i o n u n i t , w h i c h u n i t i s l i m i t e d t o a r e g u l a r q u a r t e r s e c t i o n 
s u b d i v i s i o n of the U . S. P u b l i c L a n d S u r v e y s and c o n s i s t i n g of not l e s s t han 158 n o r 
m o r e t han 162 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 s q u a r e , w i t h p r o v i s i o n f o r d e 
v i a t i o n t h e r e f r o m p a r t i c u l a r l y i n cases of w e l l s h e r e t o f o r e c o m p l e t e d w h e r e the 
i m p r a c t i c a b i l i t y of u n i t i z a t i o n i s a p p a r e n t . 

(7) T h a t an adequate gas w e l l t e s t i n g p r o c e d u r e shou ld be adopted as soon 
as p o s s i b l e so t h a t o p e r a t o r s , p u r c h a s e r s and the C o m m i s s i o n c a n d e t e r m i n e the 
f a i r n e s s and f e a s i b i l i t y of an a l l o c a t i o n f a c t o r f o r the p o o l w h i c h e m p l o y s the f a c t o r s 
of d e l i v e r a b i l i t y , p r e s s u r e , o r any o t h e r f a c t o r r e l a t i n g t o gas w e l l p r o d u c t i v i t y . 

I T IS T H E R E F O R E O R D E R E D : 

T h a t S p e c i a l P o o l R u l e s a p p l i c a b l e to the E u m o n t Gas P o o l , be and the 
same h e r e b y a r e p r o m u l g a t e d and a r e as f o l l o w s ; 

S P E C I A L R U L E S A N D R E G U L A T I O N S 
F O R T H E E U M O N T GAS P O O L 
L E A C O U N T Y , N E W M E X I C O 

W E L L S P A C I N G A N D A C R E A G E R E Q U I R E M E N T S F O R D R I L L I N G T R A C T S . 

R U L E 1. A n y w e l l d r i l l e d a d i s t a n c e of one m i l e o r m o r e f r o m the ou t e r 
b o u n d a r y of the E u m o n t Gas P o o l s h a l l be c l a s s i f i e d as a w i l d c a t w e l l . A n y w e l l 
d r i l l e d l e s s t han one m i l e f r o m the ou t e r b o u n d a r y of the E u m o n t Gas P o o l s h a l l be 
spaced , d r i l l e d , o p e r a t e d and p r o r a t e d i n a c c o r d a n c e w i t h the R e g u l a t i o n s i n e f f e c t 
i n the E u m o n t Gas P o o l . 

R U L E 2. E a c h w e l l d r i l l e d o r r e c o m p l e t e d w i t h i n the E u m o n t Gas P o o l s h a l l 
h<2 l o c a t e d on a t r a c t c o n s i s t i n g 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 s . 

R U L E 3. E a c h w e l l d r i l l e d w i t h i n the E u m o n t Gas P o o l s h a l l no t be d r i l l e d 
c l o s e r t h a n 660 f e e t t o any o u t e r b o u n d a r y l i n e of the t r a c t n o r c l o s e r t h a n 330 f e e t 
t o a q u a r t e r - q u a r t e r s e c t i o n o r s u b d i v i s i o n i n n e r b o u n d a r y n o r c l o s e r t h a n 1320 f e e t 
t o a w e l l d r i l l i n g to o r capab le of p r o d u c i n g f r o m the same p o o l . 
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R U L E 4, T h e S e c r e t a r y of the C o m m i s s i o n s h a l l have a u t h o r i t y to g r a n t 
e x c e p t i o n to the r e q u i r e m e n t s of R u l e 3 w i t h o u t N o t i c e and h e a r i n g w h e r e a p p l i c a t i o n 
has been f i l e d i n due f o r m and the n e c e s s i t y f o r the u n o r t h o d o x l o c a t i o n i s based on 
t o p o g r a p h i c a l c o n d i t i o n s o r i s o c c a s i o n e d by the r e c o m p l e t i o n of a w e l l p r e v i o u s l y 
d r i l l e d t o ano the r h o r i z o n . 

A p p l i c a n t s s h a l l f u r n i s h a l l o p e r a t o r s w i t h i n a 1320 f o o t r a d i u s of the s u b j e c t 
w e l l a copy of the a p p l i c a t i o n to the C o m m i s s i o n , and a p p l i c a n t s h a l l i n c l u d e w i t h h i s 
a p p l i c a t i o n a w r i t t e n s t i p u l a t i o n tha t a l l o p e r a t o r s w i t h i n such r a d i u s have been p r o p e r l y 
n o t i f i e d . The S e c r e t a r y o f the C o m m i s s i o n s h a l l w a i t a t l e a s t 10 days b e f o r e a p p r o v i n g 
any such u n o r t h o d o x l o c a t i o n , and s h a l l a p p r o v e such u n o r t h o d o x l o c a t i o n o n l y i n the 
absence of o b j e c t i o n of any o f f s e t o p e r a t o r s . I n the event an o p e r a t o r o b j e c t s t o the 
u n o r t h o d o x l o c a t i o n the C o m m i s s i o n s h a l l c o n s i d e r the m a t t e r o n l y a f t e r p r o p e r n o t i c e 
and h e a r i n g . 

R U L E 5. The p r o v i s i o n of S t a t ewide R u l e 104 P a r a g r a p h ( k ) , s h a l l no t a p p l y 

to the E u m o n t Gas P o o l l o c a t e d i n L e a C o u n t y , N e w M e x i c o . 

GAS P R O R A T I O N 

R U L E 6. The C o m m i s s i o n a f t e r n o t i c e and hea r ing , s h a l l c o n s i d e r the 
n o m i n a t i o n s of gas p u r c h a s e r s f r o m the E u m o n t Gas P o o l and o t h e r r e l e v a n t data and 
s h a l l f i x the a l l o w a b l e p r o d u c t i o n of the E u m o n t Gas P o o l , and s h a l l a l l o c a t e p r o d u c t i o n 
a m o n g the gas w e l l s i n the E u m o n t Gas P o o l upon a r e a s o n a b l e b a s i s w i t h due r e g a r d 
to c o r r e l a t i v e r i g h t s . 

P R O R A T I O N U N I T S 

R U L E 7. (a) F o r the p u r p o s e of gas a l l o c a t i o n i n the E u m o n t Gas P o o l , 
a s t a n d a r d p r o r a t i o n u n i t s h a l l c o n s i s t of b e t w e e n 158 and 162 con t iguous s u r f a c e 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 ion ) 
of the U . S. P u b l i c L a n d S u r v e y s ; p r o v i d e d , h o w e v e r , t h a t a gas p r o r a t i o n u n i t o t h e r 
t h a n a l e g a l q u a r t e r s e c t i o n m a y be f o r m e d a f t e r n o t i c e and h e a r i n g by the C o m m i s s i o n , 
o r a.s o u t l i n e d i n P a r a g r a p h ( b ) . A n y a l l o c a t i o n u n i t c o n t a i n i n g l e s s t h a n 158 a c r e s o r 
m o r e t h a n 162 a c r e s s h a l l be a n o n - s t a n d a r d u n i t and i t s a l l o w a b l e s h a l l be d e c r e a s e d 
o r i n c r e a s e d t o t ha t p r o p o r t i o n of the s t a n d a r d u n i t a l l o w a b l e t h a t the n u m b e r of a c r e s 
c o n t a i n e d t h e r e i n b e a r s t o 160 a c r e s . A n y s t a n d a r d p r o r a t i o n u n i t c o n s i s t i n g of b e t w e e n 
158 and 162 con t i guous s u r f a c e a c r e s s h a l l be c o n s i d e r e d as c o n t a i n i n g 160 a c r e s f o r 
the p u r p o s e of gas a l l o c a t i o n . 

(b) T h e S e c r e t a r y of the C o m m i s s i o n s h a l l have a u t h o r i t y to g r a n t 
an e x c e p t i o n t o R u l e 7 (a) w i thou t N o t i c e and H e a r i n g w h e r e a p p l i c a t i o n has been f i l e d 
: n due f o r m and w h e r e the f o l l o w i n g f a c t s e x i s t and the f o l l o w i n g p r o v i s i o n s a r e 
c o m p l i e d w i t h ; 

1. The n o n - s t a n d a r d u n i t c o n s i s t s of l e s s a c r e a g e t h a n a s t a n d a r d 
p r o r a t i o n u n i t . 

2 . T h e ac reage a s s i g n e d t o the n o n - s t a n d a r d u n i t l i e s w h o l l y w i t h i n 
a l e g a l q u a r t e r s e c t i o n and c o n t a i n s a w e l l capab le pf p r o d u c i n g gas i n t o a gas t r a n s 
p o r t a t i o n f a c i l i t y on the date of t h i s o r d e r . 
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3. The o p e r a t o r r e c e i v e s w r i t t e n consen t i n the f o r m of w a i v e r s f r o m a l l 

o p e r a t o r s i n the a d j o i n i n g 160 a c r e p r o r a t i o n u n i t s . 

GAS A L L O C A T I O N 

R U L E 8„ A t l e a s t 30 days p r i o r to the b e g i n n i n g of each gas p r o r a t i o n p e r i o d 
the C o m m i s s i o n s h a l l h o l d a h e a r i n g a f t e r due n o t i c e has been g i v e n . The C o m 
m i s s i o n s h a l l cause to be s u b m i t t e d by each gas p u r c h a s e r i t s " P r e l i m i n a r y N o m i n a t i o n s " 
of the a m o u n t of gas w h i c h each i n good f a i t h a c t u a l l y d e s i r e s to p u r c h a s e w i t h i n the 
e n s u i n g p r o r a t i o n p e r i o d , by m o n t h s , f r o m t i e E u m o n t Gas P o o l . T h e C o m m i s s i o n 
s h a l l c o n s i d e r the " P r e l i m i n a r y N o m i n a t i o n s " of p u r c h a s e r s , a c t u a l p r o d u c t i o n , and 
such o t h e r f a c t o r s as m a y be d e e m e d a p p l i c a b l e i n d e t e r m i n i n g the a m o u n t of gas tha t 
m a y be p r o d u c e d w i t h o u t was t e w i t h i n the e n s u i n g p r o r a t i o n p e r i o d . " P r e l i m i n a r y 
N o m i n a t i o n s " s h a l l be s u b m i t t e d on a f o r m p r e s c r i b e d b y the C o m m i s s i o n . 

R U L E 9. E a c h m o n t h , the C o m m i s s i o n s h a l l cause t o be s u b m i t t e d b y each 
gas p u r c h a s e r i t s " S u p p l e m e n t a l N o m i n a t i o n s " of the a m o u n t of gas w h i c h each i n 
good f a i t h a c t u a l l y d e s i r e s t o p u r c h a s e w i t h i n the e n s u i n g p r o r a t i o n m o n t h f r o m the 
E u m o n t Gas P o o l . The C o m m i s s i o n s h a l l h o l d a p u b l i c h e a r i n g b e t w e e n the 15th and 
20th days of each m o n t h to d e t e r m i n e the r e a s o n a b l e m a r k e t d e m a n d f o r gas f o r the 
ensu ing p r o r a t i o n m o n t h , and s h a l l i s s u e a p r o r a t i o n schedule s e t t i n g out the a m o u n t 
of gas w h i c h each w e l l m a y p r o d u c e d u r i n g the e n s u i n g p r o r a t i o n m o n t h . Inc luded 
m the m o n t h l y p r o r a t i o n schedu le s h a l l be a t a b u l a t i o n of a l l o w a b l e and p r o d u c t i o n 
f o r the second p r e c e d i n g m o n t h t o g e t h e r w i t h an a d j u s t e d a l l o w a b l e c o m p u t a t i o n f o r 
ths second p r e c e d i n g m o n t h . Sa id a d j u s t e d a l l o w a b l e s h a l l be c o m p u t e d by c o m 
p a r i n g the a c t u a l a l l o w a b l e a s s i g n e d w i t h the a c t u a l p r o d u c t i o n . I n the event the 
a l l o w a b l e a s s i g n e d i s g r e a t e r t h a n the a c t u a l p r o d u c t i o n , the a l l o w a b l e s a s s i g n e d the 
top a l l o w a b l e u n i t s s h a l l be r e d u c e d p r o p o r t i o n a t e l y , and i n the e v e n t the a l l o w a b l e 
a s s i g n e d i s l e s s t h a n the p r o d u c t i o n t h e n the a l l o w a b l e s a s s i g n e d the top a l l o w a b l e 
un : t s s h a l l be i n c r e a s e d p r o p o r t i o n a t e l y . " S u p p l e m e n t a l N o m i n a t i o n s " s h a l l be 
s u b m i t t e d on a f o r m p r e s c r i b e d b y the C o m m i s s i o n . 

T h e C o m m i s s i o n s h a l l i n c l u d e i n the p r o r a t i o n schedu le the gas w e l l s i n 
the E u m o n t Gas P o o l d e l i v e r i n g to a gas t r a n s p o r t a t i o n f a c i l i t y , o r l ea se g a t h e r i n g 
s y s t e m , and s h a l l i n c l u d e i n the p r o r a t i o n schedu le of the E u m o n t Gas P o o l any w e l l 
w h i c h i t f i n d s i s b e i n g u n r e a s o n a b l y d i s c r i m i n a t e d a g a i n s t t h r o u g h d e n i a l of access 
t o a gas t r a n s p o r t a t i o n f a c i l i t y , w h i c h i s r e a s o n a b l y capab le of h a n d l i n g the type of 
gas p r o d u c e d b y s u c h w e l l . T h e t o t a l a l l o w a b l e to be a l l o c a t e d to the p o o l each m o n t h 
s h a l l be e q u a l t o the s u m of the s u p p l e m e n t a l n o m i n a t i o n s t o g e t h e r w i t h any a d j u s t 
m e n t w h i c h the C o m m i s s i o n d e e m s a d v i s a b l e . T h e a l l o c a t i o n t o a p o o l r e m a i n i n g 
a f t e r s u b t r a c t i n g the c a p a c i t i e s of m a r g i n a l u n i t s s h a l l be d i v i d e d and a l l o c a t e d 
r a t a b l y a m o n g the n o n - m a r g i n a l u n i t s i n the p r o p o r t i o n t h a t the a c r e a g e c o n t a i n e d 
i n each u n i t b e a r s to the t o t a l a c r e a g e a l l o t t e d t o such n o n - m a r g i n a l units , , 

B A L A N C I N G O F P R O D U C T I O N 

R U L E 10. U n d e r p r o d u c t i o n : T h e dates 7:00 A . M . , J a n u a r y 1 and 7:00 A . M . , 
J u l y 1, s h a l l be k n o w n as b a l a n c i n g da tes and the p e r i o d s of t i m e bounded by these 
dates s h a l l be k n o w n as gas p r o r a t i o n p e r i o d s . T h e a m o u n t of c u r r e n t gas a l l o w a b l e 
r e m a i n i n g u n p r o d u c e d a t the end of each p r o r a t i o n p e r i o d s h a l l be c a r r i e d f o r w a r d 
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to and m a y be p r o d u c e d d u r i n g the nex t s u c c e e d i n g p r o r a t i o n p e r i o d i n a d d i t i o n to 
the n o r m a l gas a l l o w a b l e f o r such succeed ing p e r i o d ; bu t w h a t e v e r a m o u n t t h e r e o f 
i s not made up w i t h i n the f i r s t s u c c e e d i n g p r o r a t i o n p e r i o d s h a l l be c a n c e l l e d . I f 
a t the end cf the f i r s t s u c c e e d i n g p r o r a t i o n p e r i o d , a g r e a t e r a m o u n t of a l l o w a b l e 
r e m a i n s u n p r o d u c e d t han was c a r r i e d f o r w a r d as u n d e r p r o d u c t i o n , the a m o u n t 
c a r r i e d f o r w a r d t o the second s u c c e e d i n g p e r i o d s h a l l be the t o t a l u n d e r p r o d u c t i o n 
l e ss the a m o u n t c a r r i e d f o r w a r d to the f i r s t s u c c e e d i n g p e r i o d . 

I f i t a p p e a r s tha t such c o n t i n u e d u n d e r p r o d u c t i o n has r e s u l t e d f r o m i n a b i l i t y 
of the w e l l to p r o d u c e i t s a l l o w a b l e , i t m a y be c l a s s i f i e d as a m a r g i n a l w e l l and i t s 
a l l o w a b l e r e d u c e d to the w e l l ' s a b i l i t y to p r o d u c e . 

R U L E 11. O v e r p r o d u c t i o n : A w e l l w h i c h has p r o d u c e d a g r e a t e r a m o u n t 
of gas t h a n was a l l o w e d d u r i n g a g i v e n p r o r a t i o n p e r i o d s h a l l have i t s a l l o w a b l e f o r 
the f i r s t s u c c c e e d i n g p r o r a t i o n p e r i o d r e d u c e d by the a m o u n t of such o v e r p r o d u c t i o n 
and such o v e r p r o d u c t i o n s h a l l be m a d e up w i t h i n the f i r s t s u c c e e d i n g p r o r a t i o n p e r i o d . 
I f . at the end of the f i r s t s u c c e e d i n g p r o r a t i o n p e r i o d , the w e l l i s s t i l l o v e r p r o d u c e d , 
i t s h a l l be shut i n and i t s c u r r e n t m o n t h l y a l l o w a b l e c h a r g e d a g a i n s t s a i d o v e r p r o d u c t i o n 
u n t i l the w e l l i s i n b a l a n c e . I f , at any t i m e , a w e l l i s o v e r p r o d u c e d an a m o u n t e q u a l 
i n g s i x t i m e s i t s c u r r e n t m o n t h l y a l l o w a b l e , i t s h a l l be shut i n u n t i l i t i s i n b a l a n c e . 

T h e C o m m i s s i o n m a y a l l o w o v e r p r o d u c t i o n to be m a d e up at a l e s s e r r a t e 
than w o u l d be the case i f the w e l l w e r e c o m p l e t e l y shut i n upon a s h o w i n g at p u b l i c 
h e a r i n g a f t e r due n o t i c e t ha t c o m p l e t e shut i n of the w e l l w o u l d r e s u l t i n m a t e r i a l 
damage to the w e l l . 

G R A N T I N G O F A L L O W A B L E S 

R U L E 12. N o gas w e l l s h a l l be g i v e n an a l l o w a b l e u n t i l F o r m C-104 and 
F o r m C-110 have been f i l e d t o g e t h e r w i t h a p l a t s h o w i n g ac r eage a t t r i b u t e d to s a id 
w e l l and the l o c a t i o n s of a l l w e l l s on the l e a s e . 

R U L E 13. A l l o w a b l e s t o n e w l y c o m p l e t e d gas w e l l s s h a l l c o m m e n c e on 
the date of c o n n e c t i o n t o a gas t r a n s p o r t a t i o n f a c i l i t y , as d e t e r m i n e d f r o m an a f f i d a v i t 
f u r n i s h e d to the C o m m i s s i o n ( B o x 2045, H o b b s , N e w M e x i c o ) by the p u r c h a s e r , o r 
the date of f i l i n g of F o r m C-104 and F o r m C-110 and the p l a t d e s c r i b e d above , w h i c h 
e v e r date i s the l a t e r . 

R E P O R T I N G O F P R O D U C T I O N 

R U L E 14. T h e m o n t h l y gas p r o d u c t i o n f r o m each gas w e l l s h a l l be m e t e r e d 
s e p a r a t e l y and the gas p r o d u c t i o n t h e r e f r o m s h a l l be s u b m i t t e d to the C o m m i s s i o n on 
F o r m C-115 so as to r e a c h the C o m m i s s i o n on o r b e f o r e the t w e n t i e t h day of the m o n t h 
n e x t s u c c e e d i n g the m o n t h i n w h i c h the gas was p r o d u c e d . T h e o p e r a t o r s h a l l show 
on such r e p o r t wha t d i s p o s i t i o n has been m a d e of the gas p r o d u c e d . The f u l l p r o 
d u c t i o n of gas f r o m each w e l l s h a l l be c h a r g e d a g a i n s t the w e l l ' s a l l o w a b l e r e g a r d l e s s 
of wha t d i s p o s i t i o n has been m a d e of the gas ; p r o v i d e d , h o w e v e r t h a t gas used on the 
l ease f o r c o n s u m p t i o n i n l ease houses , t r e a t e r s , c o m b u s t i o n eng ines and o t h e r s i m i l a r 
l ease e q u i p m e n t s h a l l no t be c h a r g e d a g a i n s t the w e l l ' s a l l o w a b l e . 
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D E F I N I T I O N S 

R U L E 15. A gas w e l l s h a l l m e a n a w e l l p r o d u c i n g gas o r n a t u r a l gas 
f r o m a c o m m o n s o u r c e of gas supp ly f r o m a gas p o o l d e t e r m i n e d by the C o m m i s s i o n . 

R U L E 16. The t e r m "gas p u r c h a s e r " as used i n these r u l e s , s h a l l m e a n 
any " t a k e r " of gas e i t h e r at the w e l l h e a d o r at any p o i n t on the l ease w h e r e c o n n e c t i o n 
i s made f o r gas t r a n s p o r t a t i o n o r u t i l i z a t i o n . I t s h a l l be the r e s p o n s i b i l i t y of s a id 
" t a k e r " to s u b m i t a n o m i n a t i o n . 

P R O V I D E D F U R T H E R tha t those w e l l s l o c a t e d w i t h i n the d e f i n e d l i m i t s of 
the E u m o n t Gas P o o l w h i c h p r o d u c e o i l and r e c e i v e an o i l a l l o w a b l e on the o i l p r o r a t i o n 
schedu le s h a l l be p r o r a t e d as o i l w e l l s p e n d i n g f u r t h e r s tudy and t ha t " p r e l i m i n a r y " 
and " s u p p l e m e n t a l " n o m i n a t i o n s , as o u t l i n e d i n R u l e s 8 and 9 a b o v e s s h a l l p e r t a i n 
o n l y to gas w e l l s w h i c h a r e no t a s s i g n e d an o i l a l l o w a b l e . 

P R O V I D E D F U R T H E R t h a t a l l o p e r a t o r s of a gas w e l l s h a l l s u b m i t t o the 
Hobbs o f f i c e of t h i s C o m m i s s i o n ( B o x 2045) on o r b e f o r e J a n u a r y 1, 1954 a copy of 
e i t h e r an e l e c t r i c l o g o r s a m p l e l o g of each w e l l ( i f a v a i l a b l e ) t h a t o p e r a t e w i t h i n the 
d e f i n e d l i m i t s of the E u m o n t Gas P o o l . A t t a c h e d to each l o g s h a l l be a d e t a i l e d r e p o r t 
s h o w i n g w e l l e l e v a t i o n , t o t a l d e p t h , p l u g back d e p t h , d e p t h of p r o d u c t i o n s t r i n g , i n t e r v a l 
of p e r f o r a t i o n s and open ho le and e s t i m a t i o n of f o r m a t i o n tops of Y a t e s , Seven R i v e r s 
and Oueen as i n d i c a t e d by the l o g . A n y o p e r a t o r of any w e l l h e r e a f t e r c o m p l e t e d o r 
r e c o m p l e t e d w i t h i n the d e f i n e d l i m i t s of the E u m o n t Gas P o o l s h a l l a l s o s u b m i t to the 
Hobbs o f f i c e of the C o m m i s s i o n , the l ogs and i n f o r m a t i o n d e t a i l e d above , w i t h i n 30 
days f o l l o w i n g such c o m p l e t i o n o r r e c o m p l e t i o n . 

I n the even t t ha t the C o m m i s s i o n deems i t a d v i s a b l e to o b t a i n a d d i t i o n a l 
i n f o r m a t i o n f r o m w e l l s p r o d u c i n g ou t s ide the d e f i n e d l i m i t s of the E u m o n t Gas P o o l 
the S e c r e t a r y of the C o m m i s s i o n i s h e r e b y a u t h o r i z e d to i s s u e a d i r e c t i v e to o p e r a t o r s 
n o r d e r to o b t a i n the d e s i r e d i n f o r m a t i o n . 

P R O V I D E D F U R T H E R tha t as soon as p o s s i b l e a t e s t i n g p r o c e d u r e f o r a l l 
gas w e l l s s h a l l be adop ted b y the C o m m i s s i o n . Sa id p r o c e d u r e s h a l l c o n t a i n adequate 
t e s t s in. o r d e r to d e t e r m i n e the f e a s i b i l i t y of e m p l o y i n g any w e l l p o t e n t i a l , d e l i v e r 
a b i l i t y o r p r e s s u r e f a c t o r s i n a l l o c a t i n g gas . 

P R O V I D E D F U R T H E R tha t those o p e r a t o r s who d e s i r e a p p r o v a l of the 
C o m m i s s i o n of g a s - o i l dua l c o m p l e t i o n s under the p r o v i s i o n s of S t a t ewide R u l e 112-A 
s h o u l d a l s o c o m p l y w i t h the p r o v i s i o n s of R u l e s 2 , 3 and 4 of t h i s o r d e r b e f o r e a p p r o v a l 
w i l l be g r a n t e d . 

P R O V I D E D F U R T H E R t h a t i n o r d e r to i n a u g u r a t e gas p r o r a t i o n i n g and 
a l l o c a t i o n i n the E u m o n t Gas P o o l on J a n u a r y 1, 1954 the C o m m i s s i o n s h a l l c o n s i d e r 
the n o m i n a t i o n s of p u r c h a s e r s f o r the p r o r a t i o n p e r i o d b e g i n n i n g J a n u a r y 1, 1954 at 
the r e g u l a r h e a r i n g of the C o m m i s s i o n on N o v e m b e r 19, 1953 and s h a l l r e q u i r e each 
p u r c h a s e r of gas f r o m the E u m o n t Gas P o o l to s u b m i t w i t h each " s u p p l e m e n t a l " 
n o m i n a t i o n a l i s t of the w e l l s and t h e i r l o c a t i o n f r o m w h i c h gas i s t o be p u r c h a s e d 
n o m m e n e m g J a n u a r y 1, 1954. I n t h i s i n s t a n c e the l i s t of w e l l s s h a l l p e r t a i n s o l e l y 
to those w e l l s w h i c h a r e gas w e l l s and a r e no t on the o i l p r o r a t i o n s c h e d u l e . 



- 7 - Case No. 584 - Order No. R-370-A 

PROVIDED F U R T H E R that i n the event an operator has a producing w e l l 
on acreage which does not con fo rm to the prov is ions of Rule 2 or Rule 7 and an 
exception to Rule 7 i s to be requested of this Commiss ion , the necessary i n f o r m a t i o n 
requested under Rule 12 should be compl ied w i t h pending Commiss ion act ion. In 
this instance the P r o r a t i o n Manager is d i rec ted to assign to the w e l l only that acreage 
a t t r ibutable to the w e l l ly ing w i t h i n the quarter section upon which the w e l l i s located. 
In the event the unorthodox uni t is approved af te r notice and hearing and an increase 
m to ta l acreage is p e r m i t t e d then the to ta l al lowable assigned the w e l l shal l be adjusted 
and made re t roac t ive to the 1st day of the p r o r a t i o n pe r iod or the 1st day the w e l l p r o 
duced into a gas t ranspor ta t ion f a c i l i t y i f the w e l l was not product ive p r i o r to January 
1, 1954. 

PROVIDED F U R T H E R that copies of F o r m C-115, Month ly P roduc t ion 
Repor t , submitted i n compliance w i t h Rule 14 shal l be d i s t r ibu ted by the operator as 
f o l l o w s : O r i g i n a l to O i l Conservat ion Commiss ion , Box 871, Santa Fe; two copies to 
O i l Conservat ion Commiss ion , Box 2045, Hobbs, New Mex ico . 

IT IS F U R T H E R ORDERED that nothing i n this Orde r , or Order No. R-370, 
here tofore issued by the Commiss ion , shal l be construed as r e - c l a s s i f y i n g any w e l l 
now pro ra ted on the o i l p r o r a t i o n schedule as a gas w e l l , and any such r e c l a s s i f i c a t i o n 
hereaf te r made shal l only be made a f te r due notice and hear ing. 

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

S T A T E OF NEW M E X I C O 
OIL CONSERVATION COMMISSION 

E D W I N L . M E C H E M , Cha i rman 

E . S. W A L K E R , Member 

R. R. SPURRIER, Member and Secre tary 

S E A L 



B E F O R E T H E O I L CONSERVATION COMMISSION 
OF T H E S T A T E OF NEW M E X I C O 

I N THE M A T T E R OF T H E HEARING 
C A L L E D BY T H E O I L CONSERVATION 
COMMISSION OF NEW M E X I C O FOR 
T H E PURPOSE OF CONSIDERING: CASE No. 521 

Order No. R-356 

T H E A P P L I C A T I O N OF THE O I L CONSERVATION 
COMMISSION UPON ITS OWN M O T I O N FOR A N 
ORDER ESTABLISHING MEANS AND METHODS 
FOR T H E PRORATION OF N A T U R A L GAS I N L E A , 
E D D Y , CHAVES AND ROOSEVELT COUNTIES, 
NEW M E X I C O . 

ORDER OF T H E COMMISSION 

BY T H E COMMISSION: 

This cause came on f o r hear ing at 9 o 'c lock a . m . , on M a r c h 17, 1953, 
A p r i l 16, 1953, May 19, 1953, June 16, 1953, July 16, 1953, and August 20, 1953, 
before the O i l Conservat ion Commiss ion of New Mex ico , he re ina f t e r r e f e r r e d to 
as the " C o m m i s s i o n " . 

NOW, on th is 28th day of August , 1953, the Commiss ion , a quo rum being 
present , having considered the tes t imony adduced and the exhibi ts received i n the 
hear ings , and being f u l l y advised i n the p r emise s , 

FINDS: 

(1) That due public notice having been given as requ i red by l aw, the C o m 
m i s s i o n has j u r i s d i c t i o n of the cause and the subject mat te r thereof . 

(2) That f o r the prevent ion of waste and p ro tec t ion of c o r r e l a t i v e r igh ts 
p roper special Rules and Regulations r e l a t ing to the p r o r a t i o n of gas -we l l gas produced 
i n the gas pools of Lea , Eddy, Chaves and Roosevelt Counties, New M e x i c o , should be 
promulga ted . 

IT IS THEREFORE ORDERED; 

SECTION A . That the fo l l owing rules- pe r t a in ing to gas w e l l spacing i n 
defined gas pools and acreage requi rements f o r d r i l l i n g t r ac t s w i t h i n the defined l i m i t s 
of gas pools i n Eddy, Lea . Chaves and Roosevelt Counties, be and the same hereby are 
adopted ef fec t ive immed ia t e ly . 

I . W E L L SPACING; ACREAGE REQUIREMENTS FOR D R I L L I N G T R A C T S . 

R U L E 1. The Secre tary of the C o m m i s s i o n shal l have au thor i ty to grant an 
exception to the requi rements n Statewide Rule 104, Sections (a) , (b) , (c ) , and (d) , 
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without notice and hear ing where appl ica t ion has been f i l e d i n due f o r m , and, 

fa) When the necessity f o r the unorthodox loca t ion is based on topographical 
condi t ions, or is occasioned by the recomple t ion of a w e l l p rev ious ly d r i l l e d to 
another ho r i zon , and 

(b) When ei ther one of the fo l lowing is applicable: 

1. When the ownership of a l l o i l and gas leases w i t h i n a radius of 1320 
feet of the proposed loca t ion is common w i t h the ownership of the o i l and gas leases 
under the proposed loca t ion . 

2. When a l l owners of o i l and gas leases w i t h i n such radius consent 
i n w r i t i n g to the proposed loca t ion . 

(The above provis ions of Rule 1 supersede Rule 104 ( f ) . ) 

R U L E 2. The provis ions of Statewide Rule 104 Paragraph (k ) , shal l not apply to 
gas pools located i n Lea , Eddy, Chaves and Roosevelt Counties, New M e x i c o . 

SECTION B . That the fo l lowing ru les shal l apply to defined gas pools i n Eddy, 
Lea , Chaves and Roosevelt Counties only a f t e r hearings are held and an order issued 
on each ind iv idua l poo l . These rules shal l be considered as "standby r u l e s " and shal l 
be used as a guide i n establ ishing pool r u l e s . 

I I . GAS P R O R A T I O N . 

R U L E 3. A t such t i m e as the Commiss ion determines that a l loca t ion of gas 
product ion f r o m gas we l l s producing f r o m any pool i n th i s fou r -coun ty area is 
necessary to prevent waste or to protec t co r r e l a t i ve r i g h t s , the Commiss ion , af ter 
notice and hear ing , shal l consider the nominations of gas purchasers f r o m such gas 
pool and other re levant data, and shal l f i x the al lowable product ion of such pool , and 
shal l allocate product ion among the gas wel ls i n such pool upon a reasonable basis 
w i t h due regard to co r r e l a t i ve r i gh t s . Unless special pool rules are adopted as 
provided i n Rule 4 below, the general p rov is ions of th is ru le shal l apply to each gas 
pool al located under this r u l e . 

R U L E 4. A f t e r notice and hear ing , the. Commiss ion , i n o rder to protec t co r r e l a t i ve 
r i gh t s , o r prevent waste, or both , may promulgate special r u l e s , regulat ions o r 
o rders per ta in ing to any gas poo l . 

(The above prov is ions of Rules 3 and 4 supersede Statewide Rule 602) 

I I I . PRORATION UNITS. 

R U L E 5. F o r the purpose of gas a l loca t ion i n the absence of special pool rules 
a standard p r o r a t i o n unit shal l consist of between 158 and 162 contiguous surface acres 
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substant ial ly i n the f o r m of a square which shal l be a legal subdivis ion (quar ter section) 
of the U . S. Publ ic Land Surveys; p rov ided , however, that a gas p r o r a t i o n unit other 
than a legal quar ter section may be f o r m e d a f te r notice and hear ing by the Commiss ion , 
or a f t e r the Commiss ion has been fu rn i shed waivers f r o m a l l o f f se t t ing opera tors , i f 
a l l acreage is contiguous and does not contain more than four legal qua r t e r -qua r t e r 
sections and/or l o t s . Any a l loca t ion unit containing less than 158 acres or more than 
162 acres shal l be a non-standard unit and i ts al lowable shal l be decreased or increased 
to that p ropo r t i on of the standard unit al lowable that the number of acres contained 
t he r e in bears to 160 acres . Any standard p r o r a t i o n uni t consis t ing of between 158 and 
162 contiguous surface acres shal l be considered as containing 160 acres f o r the purpose 
of gas a l loca t ion . 

I V . GAS A L L O C A T I O N . 

R U L E 6. A t least 30 days p r i o r to the beginning of each gas p r o r a t i o n per iod 
the Commiss ion shal l hold a hear ing a f t e r due notice has been given. The Commiss ion 
shal l cause to be submit ted by each gas purchaser i ts " P r e l i m i n a r y Nominat ions" of 
the amount of gas which each i n good f a i t h ac tual ly desires to purchase w i t h i n the 
ensuing p r o r a t i o n pe r iod , by months, f r o m each gas pool f r o m which i t purchases gas. 
The Commiss ion shal l consider the " P r e l i m i n a r y Nominat ions" of purchasers , actual 
p roduct ion , and such other f ac to r s as may be deemed applicable i n de te rmin ing the 
amount of gas that may be produced without waste w i t h i n the ensuing p r o r a t i o n pe r iod . 
" P r e l i m i n a r y Nominat ions" shal l be submit ted on a f o r m p resc r ibed by the Commiss ion . 

R U L E 7. Each month, the Commiss ion shal l cause to be submit ted by each gas 
purchaser i ts "Supplemental Nomina t ions" of the amount of gas which each i n good f a i t h 
actual ly desires to purchase w i t h i n the ensuing p r o r a t i o n month f r o m each gas pool f r o m 
which i t purchases gas. The Commiss ion shal l hold a public hear ing between the 15th 
and 20th days of each month to determine the reasonable marke t demand f o r gas f o r 
the ensuing p r o r a t i o n month , and shal l issue a p r o r a t i o n schedule set t ing out the amount 
of gas which each w e l l may produce dur ing the ensuing p r o r a t i o n month . Included i n 
the monthly p r o r a t i o n schedule shal l be a tabulat ion of al lowable and product ion f o r the 
second preceding month together w i t h an adjusted al lowable computat ion f o r the second 
preceding month . Said adjusted al lowable shal l be computed by compar ing the actual 
al lowable assigned w i t h the actual p roduc t ion . I n the event the al lowable assigned is 
greater than the actual p roduc t ion , the allowables assigned the top al lowable units 
shal l be reduced p ropor t iona te ly , and i n the event the al lowable assigned is less than 
the product ion then the allowables assigned the top al lowable units shal l be increased 
propor t iona te ly . "Supplemental Nomina t ions" shal l be submitted on a f o r m p resc r ibed 
by the Commiss ion , 

The Commiss ion shal l include i n the p r o r a t i o n schedule the gas wel ls i n the poo] 
de l i ve r ing to a gas t r anspor t a t ion f a c i l i t y , or lease gathering sys tem, and shal l include 
i n the p r o r a t i o n schedule of such pool any w e l l which i t f inds is being unreasonably 
d i s c r imina t ed against through denial of access to a gas t r anspor t a t ion f a c i l i t y , which 
is reasonably capable of handling the type >£ gas produced by such w e l l . 
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The to ta l al lowable to be al located to the pool each month shal l be equal to 
the sum of the supplemental nominations together w i t h any adjustment which the 
Commiss ion deems advisable. 

R U L E 8. The a l loca t ion to a pool remain ing a f t e r subtract ing the capacities 
of ma rg ina l units shal l be divided and al located ra tab ly among the non-marg ina l 
units i n the p r o p o r t i o n that the acreage contained i n each unit bears to the to t a l 
acreage al lot ted to such non-marg ina l uni ts ; p rovided that f o r th is purpose standard 
units shal l be as defined i n Rule 5 above. M o r e than one p r o r a t i o n unit or f r a c t i o n a l 
par ts thereof may be assigned to a gas w e l l and the allowables assigned said w e l l 
may be increased p ropor t iona te ly , provided that: 

a. No more than 640 acres shal l be assigned to any one w e l l . 

b . A l l acreage i n such units may reasonably be presumed to be 
product ive of gas. 

c. The mul t ip l e unit so f o r m e d shal l not have an o v e r a l l length or 
wid th exceeding 5,280 feet . 

d . Where not m o r e than two p r o r a t i o n units are assigned to a w e l l , the 
w e l l shall not be located c loser than 660 feet to the longest boundary of the pooled units 
nor less than 1320 feet f r o m the shortest boundary of the pooled un i t s . Where three 
or more units are pooled the w e l l shal l not be located c loser than 1320 feet to the outer 
boundary of the pooled uni t . 

e. Exceptions to the prov is ions of th is ru le may be granted by the 
C o m m i s s i o n a f te r notice and hear ing or a f te r the Commiss ion has been fu rn i shed 
wa ivers by a l l o f f se t t ing opera to rs . 

(The above prov is ions of Rules 6, 7 and 8 supersede Statewide Rule 602) 

V . B A L A N C I N G OF PRODUCTION. 

R U L E 9. Underproduct ion: The dates 7:00 A . M . January 1 and 7 00 A . M . July 1 
shal l be known as balancing dates and the periods of t ime bounded by these dates shal l 
be known as gas p r o r a t i o n per iods . The amount of cu r ren t gas al lowable remain ing 
unproduced at the end of each p r o r a t i o n per iod shal l be c a r r i e d f o r w a r d to and may 
be produced dur ing the next succeeding p r o r a t i o n per iod i n addi t ion to the no rma l gas 
allowable f o r such succeeding per iod; but whatever amount thereof is n o t made up 
w i t h i n the f i r s t succeeding p r o r a t i o n pe r iod shal l be cancel led. I f , at the end of th 2 
f i r s t succeeding p r o r a t i o n pe r iod , a greater amount of allowable remains unproduced 
than was c a r r i e d f o r w a r d as underproduct ion, the amount c a r r i e d . f o r w a r d to the 
second succeeding pe r iod shal l be the to ta l underproduct ion less the amount carr .ec 
f o r w a r d to the f i r s t succeeding pe r iod , 
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I f i t appears that such continued underproduct ion has resul ted f r o m i n a b i l i t y 
of the w e l l to produce i t s a l lowable , i t may be c l a s s i f i ed as a m a r g i n a l w e l l and 
i ts a l lowable reduced to the w e l l ' s a b i l i t y to produce. 

R U L E 10. Overproduct ion : A w e l l which has produced a greater amount of 
gas than was al lowed dur ing a given p r o r a t i o n pe r iod shal l have i ts al lowable f o r 
the f i r s t succeeding p r o r a t i o n pe r iod reduced by the amount of such overproduct ion 
and such overproduc t ion shal l be made up w i t h i n the f i r s t succeeding p r o r a t i o n 
pe r iod . I f , at the end of the f i r s t succeeding p r o r a t i o n p e r i o d , the w e l l is s t i l l ove r 
produced, i t shal l be shut i n and i ts cu r ren t month ly al lowable charged against said 
over product ion u n t i l the w e l l is i n balance. I f , at any t i m e , a w e l l is overproduced 
an amount equaling s ix t imes i ts cu r ren t monthly a l lowable , i t shal l be shut i n u n t i l 
i t is i n balance. 

The Commiss ion may al low overproduct ion to be made up at a lesser rate 
than would be the case i f the w e l l were complete ly shut i n upon a showing at public 
hear ing a f t e r due notice that complete shut i n of the w e l l would resu l t i n m a t e r i a l 
damage to the w e l l . 

(The above provis ions of Rules 9 and 10 supersede Statewide Rule 604) 

V I . GRANTING OF A L L O W A B L E S . 

R U L E 11. No gas w e l l shal l be given an al lowable un t i l F o r m C-104 and F o r m 
C-110 have been f i l e d together w i t h a plat showing acreage a t t r ibu ted to said w e l l 
and the locations of a l l we l l s on the lease. 

R U L E 12. Al lowables to newly completed gas wel ls shal l commence on fee 
date of connection to a gas t r anspor t a t ion f a c i l i t y or the date of f i l i n g of F o r m 
C-104 and F o r m C-110 and the plat descr ibed above, whichever date is the l a t e r . 

V E . REPORTING OF PRODUCTION. 

R U L E 13. The month ly gas product ion f r o m each gas w e l l shal l be metered 
separately and the gas product ion t h e r e f r o m shal l be submitted to the Commiss ion 
so as to reach the C o m m i s s i o n on o r before the twentieth day of the month next 
succeeding the month i n which the gas was produced. The operator shal l show on 
such repor t what d i spos i t ion has been made of the gas produced. The f u l l p roduct ion 
of gas f r o m each w e l l shal l be charged against the w e l l ' s al lowable regardless of 
what d i spos i t ion has been made of the gas; p rov ided , however, that gas used on the 
lease f o r consumption i n lease houses, t r e a t e r s , combust ion engines and other 
s i m i l a r lease equipment shal l not be charged against the w e l l ' s a l lowable . 

V I I I . D E F I N I T I O N S . 

R U L E 14. A gas w e l l shall mean a w e l l producing gas or na tura l gas f r o m a 
common source of gas supply f r o m a gas pool de termined by the Commiss ion . 
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(The above Rule supersedes Statewide D e f i n i t i o n A-24) 

R U L E 15. The t e r m "gas purchaser" as used i n these r u l e s , shal l mean 
any " taker" of gas e i the r at the wellhead or at any point on the lease where connection 
is made f o r gas t r anspor ta t ion or u t i l i z a t i o n . It shal l be the r e spons ib i l i t y of said 
" taker" to submit a nominat ion . 

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

S T A T E OF NEW MEXICO 
O I L CONSERVATION COMMISSION 

E D W I N L . M E C H E M , Cha i rman 

E . S. W A L K E R , Member 

R. R. SPURRIER, Secre tary 

S E A L 



BEFORE THE O I L CONSERVATION COMMISSION 
OF THE S T A T E OF NEW M E X I C O 

I N THE M A T T E R OF THE HEARING 
C A L L E D B Y THE OIL CONSERVATION 
COMMISSION OF THE STATE OF NEW 
M E X I C O FOR THE PURPOSE OF 
CONS IDE RING j 

THE A P P L I C A T I O N OF THE O I L 
CONSERVATION COMMISSION ON 
ITS OWN M O T I O N FOR A N ORDER 
ESTABLISHING POOL RULES FOR 
THE E U M O N T GAS P O O L , L E A C O U N T Y , 
NEW M E X I C O , SAID RULES BEING C O N 
CERNED W I T H W E L L SPACING, GAS 
PRORATION AND A L L O C A T I O N , PRORATION 
UNITS, POOL D E L I N E A T I O N AND OTHER 
R E L A T E D M A T T E R S INSOFAR AS THEY 
P E R T A I N TO T H E G E N E R A L RULES FOR 
GAS PRORATION AS SET F O R T H I N ORDER 
NO. R-356 I N CASE 521. 

ORDER OF THE COMMISSION 

B Y THE COMMISSIONS 

This case came on f o r hearing at 9 o 'c lock a . m . on September 17, 
1953, at Santa F e , New M e x i c o , before the O i l Conservat ion Commiss ion 
of New M e x i c o , he re ina f t e r r e f e r r e d to as the " C o m m i s s i o n . " 

NOW, on this day of September, 1953, the C o m m i s s i o n , a quorum 
being present , having considered the statements of in teres ted persons , and 
the o f f i c i a l records of the o f f i ce and other per t inent data, and being f u l l y 
advised i n the p remises , 

FINDS; 

(1) That due publ ic notice having been given, the Commiss ion has 
j u r i s d i c t i o n of th is cause. 

(2) That product ion records of gas we l l s producing w i t h i n the Eumont 
Gas P o o l as here tofore designated, c l a s s i f i ed and def ined, indicate the 
necessi ty f o r p r o r a t i o n of gas -we l l gas f o r the prevent ion of waste and the 
p ro tec t ion of co r r e l a t i ve r i g h t s . 

(3) That Order No . 356, here tofore issued by the Commiss ion , and 
containing appropria te general ru les re la t ive to gas -we l l spacing, gas 
p r o r a t i o n and gas a l loca t ion , appearing to be s a t i s f a c t o r i l y applicable to the 
Eumont Gas P o o l , should be considered as the special ru les and regulat ions 
f o r said pool pending f u r t h e r order of the C o m m i s s i o n . 

I T IS THEREFORE ORDERED; 

That the ru les and regulat ions re la t ing to gas -we l l spacing, gas 
p r o r a t i o n and gas a l loca t ion , as set out i n Order R-356, be, and the same 
hereby are made the special rules and regulat ions of the Eumont Gas Poo l 
pending f u r t h e r o rder of the Commiss ion a f te r notice and hear ing . 

CASE NO. 584 
Order No. R-370 
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I T IS F U R T H E R ORDERED; 

That a l l par t ies interestejd i n said Eumont Pool and the ru les 
t he r e fo r be, and they and each o^ them are hereby ordered to show 
cause at 9 o 'c lock a . m . on Octotjer 28, 1953, at Santa Fe , New Mex ico , 
why the rules and regulat ions r e f e r r e d to hereinabove, w i t h any essential 
amendments, shal l not be put intjo e f fec t as of November 1, 1953. 

S T A T E OF NEW MEXICO 
j o i L CONSERVATION COMMISSION 

lEDWIN L . M E C H E M , Cha i rman 

S E A L 





B E F O R E T H E O I L C O N S E R V A T I O N COMMISSION 
O F T H E S T A T E O F NEW M E X I C O 

SANTA ^ E , NEW M E X I C O 

TN T H E M A T T E R O F T H E HEADING 
C A L L E D B Y T H E O I L C O N S E R V A T I O N 
COMMISSION O F NEW M E X I C O [FOR 
T H E P U R P O S E O F CONSIDERING 

C A S E NO. 584 
O R D E R NO. R-370-A 

T H E A P P L I C A T I O N O F T H E O I L 
C O N S E R V A T I O N COMMISSION 0 N ITS 
OWN MOTION F O R A L L O P E R A T O R S 
AND I N T E R E S T E D P A R T I E S IN T H E 
EUMONT GAS P O O L T O SHOW C A U S E 
WHY T H E R U L E S AND R E G U L A T I O N S 
AS S E T OUT IN O R D E R R - 3 5 6 , V l T H 
ANY E S S E N T I A L AMENDMENTS; , 
SHOULD NOT B E P U T INTO E F F E C T . 

O R D E R O F jTHE COMMISSION 

B Y T H E COMMISSION: 

This case came on for htearing at 9 o'clock a. m. , on October 28, 
1953, at Santa F e , New Mexico, before the Oi l Conservation Commission of 
New Mexico, hereinafter referred to as the "Commission". 

NOW, on this f ^""""j ^ a v ° f November, 1953, the Commission, 
a quorum being present, having considered the testimony adduced, the 
exhibits received, the statements! of interested parties , the official records 
of this Commission and other peritinent data, and being fully advised in the 
premises , 

FINDS: 

(1) That due public noticje having been given, the Commission has 
jurisdiction of this cause. 

(2) That the Commissioik, for the purpose of preventing waste and 
drainage, and for the protection of correlative rights, entered Order R-356, 
establishing certain general or "stand-by" rules and regulations relating to 
the proration of gas well gas, prolration units, well spacing, and other 
related matters in the gas pools otf Eddy, L e a , Chaves and Roosevelt Counties 
New Mexico, applicable in a l l cases only after special rules for each gas 
pool shall have been promulgated. 

(3) That thereafter, after due notice and hearing, Order R-370 
was duly entered by the Commission. Order R-370 adopted the general or 
"Stand-by" rules promulgated by (prder R-356 as the Special Rules and Regu
lations of the Eumont Gas Pool , heretofore established. R-370 was entered 
pending a further order in the premises , said order to be entered only after 
a l l interested parties were afforded, the opportunity to be heard in the matter, 

(4) That as a result of soich hearing and in consideration of the 
testimony adduced Special Pool rujes should be promulgated for the Eumont 
Gas Pool , heretofore established, described and class i f ied as a gas pool. 
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That the Special pool rules should approximate the general ru les and r egu 
lat ions promulgated by Orde r R-356 inso fa r as the same are applicable to 
the Eumont P o o l , and should c o n f o r m , genera l ly w i t h the p rov i s i ona l special 
rules of Order R-370. 

(5) That i n o rde r f o r the Commiss ion to evaluate and delineate the 
actual product ive l i m i t s of the Eumont Gas Pool a l l operators of o i l and gas 
we l l s w i t h i n the def ined l i m i t s of the Jalco Gas Pool should supply ce r t a in 
Geological and Rese rvo i r data to the Commiss ion . 

(6) That pending f u r t h e r study and o r d e r s , the a l loca t ion of gas i n 
the Eumont gas pool should be calculated on the basis of 100 per cent acreage 
based upon the standard 160 acre p r o r a t i o n uni t , which unit is l i m i t e d to a 
regu la r quar te r section subdiv is ion of the U . S. Publ ic Land Surveys and 
consis t ing of not less than 158 nor m o r e than 162 acres , substant ia l ly i n the 
f o r m of a square, w i t h p r o v i s i o n f o r devia t ion t h e r e f r o m p a r t i c u l a r l y i n 
cases of wel ls here tofore completed where the i m p r a c t i c a b i l i t y of un i t i za t ion 
is apparent. 

(7) That an adequate gas w e l l tes t ing procedure should be adopted 
as soon as possible so that opera tors , purchasers and the C o m m i s s i o n can 
determine the fa i rness and f e a s i b i l i t y of an a l loca t ion fac to r f o r the pool 
which employs the f ac to r s of d e l i v e r a b i l i t y , p ressu re , o r any other f ac to r 
r e l a t i ng to gas w e l l p r o d u c t i v i t y . 

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

That Special Poo l Rules applicable to the Eumont Gas P o o l , be and 
the same hereby are p romulga ted and are as f o l l o w s : 

S P E C I A L RULES A N D REGULATIONS 
FOR T H E EUMONT GAS P O O L 

L E A C O U N T Y , NEW M E X I C O 

W E L L SPACING AND A C R E A G E REQUIREMENTS FOR D R I L L I N G T R A C T S . 

R U L E 1. A n y w e l l d r i l l e d a distance of one m i l e or m o r e f r o m the 
outer boundary of the Eumont Gas Poo l sha l l be c l a s s i f i ed as a wi ldca t w e l l . 
Any w e l l d r i l l e d less than one m i l e f r o m the outer boundary of the Eumont 
Gas Poo l sha l l be spaced, d r i l l e d , operated and p ro ra ted i n accordance w i t h 
the Regulations i n ef fec t i n the Eumont Gas P o o l . 

•/ R U L E 2 . Each w e l l d r i l l e d o r recompleted w i t h i n the Eumont Gas 
Poo l shal l be located on a t r a c t consis t ing of not less than a quar te r section 
of approx imate ly 160 surface contiguous acres substant ia l ly i n the f o r m of 
a square which sha l l be a lega l subdivis ion (quar ter section) of the U . S. 
Publ ic Land Surveys . 

R U L E 3. Each w e l l d r i l l e d w i t h i n the Eumont Gas Poo l sha l l not be 
d r i l l e d c loser than 660 feet to any outer boundary l ine of the t r a c t nor c loser 
than 330 feet to a qua r t e r -qua r t e r sect ion o r subdivis ion inner boundary nor 
c loser than 1320 feet to a w e l l d r i l l i n g to o r capable of producing f r o m the 
same pool 

R U L E 4 . The Secre tary of the Commiss ion sha l l have au thor i ty to 
grant exception to the requi rements of Rule 3 without Notice and Hear ing 
where appl ica t ion has been f i l e d i n due f o r m and the necessi ty f o r the unor 
thodox loca t ion is based on topographical conditions or is occasioned by the 
recomple t ion of a w e l l p rev ious ly d r i l l e d to another h o r i z o n . 
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Appl icants sha l l f u r n i s h a l l operators w i t h i n a 1320 foot radius of 
the subject w e l l a copy of the appl ica t ion to the Commiss ion , and applicant 

sha l l include w i t h his appl ica t ion a w r i t t e n s t ipula t ion that a l l operators 
w i t h i n such radius have been p r o p e r l y n o t i f i e d . The Secre ta ry of the C o m 
m i s s i o n sha l l wai t at least 10 days before approving any such unorthodox l o 
cat ion, and sha l l approve such unorthodox loca t ion only i n the absence of 
ob jec t ion of any of f se t opera to rs . I n the event an operator objects to the 
unorthodox loca t ion the Commiss ion shal l consider the mat te r only a f t e r 
proper notice and hear ing . 

R U L E 5. The p r o v i s i o n of Statewide Rule 104 Paragraph (k ) , sha l l 
not apply to the Eumont Gas Pool located i n Lea County, New M e x i c o . 

GAS P R O R A T I O N 

R U L E 6. The C o m m i s s i o n a f t e r notice and hear ing , sha l l consider 
the nominations of gas purchasers f r o m the Eumont Gas Pool and other 
re levant data and sha l l f i x the al lowable product ion of the Eumont Gas P o o l , 
and shal l al locate p roduc t ion among the gas wel ls i n the Eumont Gas Poo l 
upon a reasonable basis w i t h due r ega rd to co r r e l a t i ve r i g h t s . 

PRORATION UNITS 

R U L E 7. (a) F o r the purpose of gas a l loca t ion i n the Eumont Gas 
P o o l , a standard p r o r a t i o n uni t sha l l consist of between 158 and 162 contiguous 
sur face acres substant ia l ly i n the f o r m of a square which sha l l be a l ega l sub
d i v i s i o n (quar ter section) of the U . S. Publ ic Land Surveys; p rov ided , howevejr, 
that a gas p r o r a t i o n uni t other than a lega l quar ter section may be f o r m e d 
a f t e r notice and hear ing by the Commiss ion , o r as out l ined i n Paragraph 
(b) . A n y a l loca t ion uni t containing less than 158 acres or m o r e than 162 
acres shal l be a non-standard uni t and i t s al lowable shal l be decreased or 
increased to that p r o p o r t i o n of the standard uni t al lowable that the number of 
acres contained t h e r e i n bears to 160 ac res . Any standard p r o r a t i o n uni t 
consis t ing of between 158 and 162 contiguous surface acres sha l l be con
sidered as containing 160 acres f o r the purpose of gas a l loca t ion . 

(b) The Secre tary of the Commiss ion shal l have au thor i ty 
to grant an exception to Rule 7 (a) wi thout Not ice and Hearing where a p p l i 
cat ion has been f i l e d i n due f o r m and where the fo l l owing facts exis t and the 
f o l l o w i n g provis ions are compl ied w i t h ; 

1. The non-standard uni t consists of less acreage than a 
standard p r o r a t i o n un i t . 

2 . The acreage assigned to the non-standard uni t l ies 
who l ly w i t h i n a l ega l quar te r sect ion and contains a w e l l capable of producing 
gas into a gas t r anspor t a t ion f a c i l i t y on the date of th is o r d e r . 

3. The operator receives w r i t t e n consent i n the f o r m of 
wa ive r s f r o m a l l operators i n the ad jo in ing 160 acre p r o r a t i o n un i t s . 

GAS A L L O C A T I O N 

R U L E 8. A t least 30 days p r i o r to the beginning of each gas p r o r a t i o n 
pe r iod the C o m m i s s i o n sha l l hold a hear ing a f t e r due notice has been g iven . 
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The Commission shall cause to be submitted by each gas purchaser its 
"Prel iminary Nominations" of the amount of gas which each in good faith 
actually desires to purchase within the ensuing proration period, by months, 
from the Eumont Gas Pool . The Commission shall consider the "Prel iminary 
Nominations" of purchasers , actual production, and such other factors as 
may be deemed applicable in determining the amount of gas that may be pro
duced without waste within the ensuing proration period. "Prel iminary 
Nominations" shall be submitted on a form prescribed by the Commission. 

R U L E 9. E a c h month, the Commission shall cause to be submitted 
by each gas purchaser its "Supplemental Nominations" of the amount of gas 
which each in good faith actually desires to purchase within the ensuing pro
ration month from the Eumont Gas Pool . The Commission shall hold a public 
hearing between the 15th and 20th days of each month to determine the 
reasonable market demand for gas for the ensuing proration month, and shal] 
issue a proration schedule setting out the amount of gas which each well may 
produce during the ensuing proration month. Included in the monthly p r o r a 
tion schedule shall be a tabulation of allowable and production for the second 
preceding month together with an adjusted allowable computation for the 
second preceding month. Said adjusted allowable shall be computed by com
paring the actual allowable as signed with the actual production. In the event 
the allowable assigned is greater than the actual production, the allowables 
assigned the top allowable units shall be reduced proportionately, and in the 
event the allowable assigned is less than the production then the allowables 
assigned the top allowable units shall be increased proportionately. "Supple
mental Nominations" shall be submitted on a form prescribed by the C o m 
mission. 

The Commission shall include in the proration schedule the gas wells 
in the Eumont Gas Pool delivering to a gas transportation facility, or lease 
gathering system, and shall include in the proration schedule of the Eumont 
Gas Pool any well which it finds is being unreasonably discriminated against 
through denial of access to a gas transportation facility, which is reasonably 
capable of handling the type of gas produced by such wel l . The total allow
able to be allocated to the pool each month shall be equal to the sum of the 
supplemental nominations together with any adjustment which the Commissioi . 
deems advisable. The allocation to a pool remaining after subtracting the 
capacities of marginal units shall be divided and allocated ratably among the 
non-marginal units in the proportion that the acreage contained in each unit 
bears to the total acreage allotted to such non-marginal units. 

B A L A N C I N G O F P R O D U C T I O N 

'"'RULE 10. Underproduction: The dates 7:00 A . M . , January 1 and 
7:00 A . M . , July 1, shal l be known as balancing dates and the periods of 
time bounded by these dates shall be known as gas proration periods. The 
amount of current gas allowable remaining unproduced at the end of each pro
ration period shall be carr ied forwardjto searf may be produced during the 
next succeeding proration period in addition to the normal gas allowable for 
such succeeding period; but whatever amount thereof is not made up within 
the f i rs t succeeding proration period shall be cancelled. I f , at the end of 
the f i r s t succeeding proration period, a greater amount of allowable remains 
unproduced than was carr ied forward as underproduction, the amount c a r r i e d 
forward to the second succeeding period shall be the total underproduction 
less theanount carr ied forward to the f i r s t succeeding period. 

If it appears that such continued underproduction has resulted from 
inability of the well to produce its allowable, it may be classif ied as a 
marginal well and its allowable reduced to the well's ability to produce. 
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R U L E 1 1 . Overproduc t ion : A w e l l which has produced a grea ter 
amount of gas than was a l lowed dur ing a given p r o r a t i o n pe r iod shal l have i ts 
al lowable f o r the f i r s t succeeding p r o r a t i o n pe r iod reduced by the amount of 
such overproduc t ion and such overproduc t ion shal l be made up w i t h i n the f i r s t 
succeeding p r o r a t i o n p e r i o d . I f , at the end of the f i r s t succeeding p r o r a t i o n 
p e r i o d , the w e l l is s t i l l overproduced, i t shal l be shut i n and i ts cu r ren t montl} 
al lowable charged against said overproduc t ion u n t i l the w e l l is i n balance. I f , 
at any t i m e , a w e l l is overproduced an amount equaling s ix t imes i ts cu r ren t 
month ly a l lowable , i t shal l be shut i n u n t i l i t is i n balance. 

The Commiss ion may a l low overproduct ion to be made up at a lesser 
rate than would be the case i f the w e l l were complete ly shut i n upon a showing 
at public hear ing a f t e r due notice that complete shut i n of the w e l l would resu l t 
i n m a t e r i a l damage to the w e l l . 

GRANTING OF A L L O W A B L E S 

R U L E 12. No gas w e l l shal l be given an al lowable u n t i l F o r m C-104 
and F o r m C-110 have been f i l e d together w i t h a plat showing acreage a t t r i 
buted to said w e l l and the locations of a l l we l l s on the lease. 

R U L E 13. Al lowables to newly completed gas wel l s sha l l commence or 
the date of connection to a gas t r anspor t a t ion f a c i l i t y , as de te rmined f r o m an 
a f f i d a v i t f u r n i s h e d to the Commiss ion (Box 2045, Hobbs, New Mexico) by the 
purchaser , or the date of f i l i n g of F o r m C-104 and F o r m C-110 and the p la t 
descr ibed above, whichever date is the l a t e r . 

REPORTING OF PRODUCTION 

R U L E 14. The monthly gas product ion f r o m each gas w e l l shal l be 
mete red separately and the gas product ion t h e r e f r o m shal l be submit ted to 
the Commiss ion on F o r m C - l 15 so as to reach the Commiss ion on or before 
the twent ie th day of the month next succeeding the month i n which the gas was 
produced. The operator shal l show on such repor t what d i spos i t ion has been 
made of the gas produced. The f u l l p roduct ion of gas f r o m each w e l l shal l be 
charged against the w e l l ' s a l lowable regardless of what d i spos i t ion has been 
made of the gas; p rov ided , however that gas used on the lease f o r consumption 
i n lease houses, t r eaters , combust ion engines and other s i m i l a r lease equip
ment shal l not be charged against the w e l l ' s a l lowable . 

DEFINITIONS 

R U L E 15. A gas w e l l shal l mean a w e l l producing gas o r na tu ra l gas 
f r o m a common source of gas supply f r o m a gas pool de te rmined by the 
Commiss ion . 

R U L E 16. The t e r m "gas purchaser" as used i n these r u l e s , sha l l 
mean any " t ake r" of gas ei ther at the wel lhead or at any point on the lease 
where connection i s made f o r gas t r anspor t a t ion o r u t i l i z a t i o n . I t sha l l be 
the r e spons ib i l i t y of said " t ake r " to submit a nomina t ion . 

PROVIDED F U R T H E R that those wel l s located w i t h i n the defined l i m i t s 
of the Eumont Gas Poo l which produce o i l and receive an o i l a l lowable on the 
o i l p r o r a t i o n schedule shal l be p ro ra ted as o i l wel l s pending f u r t h e r study and 
that "p re l imina ry"and "supplementa l" nominat ions , as out l ined i n Rules 8 and 
9 above, shal l pe r t a in only to gas wel ls which are not assigned an o i l a l lowable , 

PROVIDED F U R T H E R that a l l operators of a gas w e l l sha l l submit to 
the Hobbs o f f i c e of th is C o m m i s s i o n (Box 2045) on or before January 1, 1954 
a copy of e i ther an e l ec t r i c log or sample log of each w e l l ( i f available) that 
operate w i t h i n the def ined l i m i t s of the Eumont Gas P o o l . Attached to each log 
shal l be a detai led r epo r t showing w e l l e levat ion, t o t a l depth, plug back depth, 
depth of p roduc t ion s t r i n g , i n t e r v a l of pe r fo ra t ions and open hole and es t imat ion 
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of formation tops of Yates , Seven Rivers and Queen as indicated by the log. 
Any operator of any well hereafter completed or recompleted within the de
fined l imits of the Eumont Gas Pool shall also submit to the Hobbs office of 
the Commission, the logs and information detailed above, within 30 days 
following such completion or recompletion. 

In the event that the Commission deems it advisable to obtain addi
tional information from wells producing outside the defined l imits of the 
Eumont Gas Pool the Secretary ofthe Commission is hereby authorized to 
issue a directive to operators in order to obtain the desired information. 

P R O V I D E D F U R T H E R that as soon as possible a testing procedure for 
a l l gas wells shall be adopted by the Commission. Said procedure shall con
tain adequate tests in order to determine the feasibility of employing any well 
potential, deliverability or pressure factors in allocating gas. 

P R O V I D E D F U R T H E R that those operators who desire approval of the 
Commission of gas-oi l dual completions under the provisions of Statewide Rule 
112-A should also comply with the provisions of Rules 2, 3 and 4 of this order 
before approval wi l l be granted. 

P R O V I D E D F U R T H E R that in order to inaugurate gas prorationing and 
allocation in the Eumont Gas Pool on January 1, 1954 the Commission shall 
consider the nominations of purchasers for the proration period beginning 
January 1, 1954 at the regular hearing of the Commission on November 19, 
1953 and shall require each purchaser of gas from the Eumont Gas Pool to 
submit with each "supplemental" nomination a l ist of the wells and their loca
tion from which gas is to be purchased commencing January 1, 1954. In this 
instance the l i s t of wells shall pertain solely to those wells which are gas wells 
and are not on the oil proration schedule. 

P R O V I D E D F U R T H E R that in the event an operator has a producing welj 
on acreage which does not conform to the provisions of Rule 2 or Rule 7 and 
an exception to Rule 7 is to be requested of this Commission, the necessary 
information requested under Rule 12 should be complied with pending C o m 
miss ion action. In this instance the Proration Manager is directed to assign 
to the well only that acreage attributable to the well lying within the quarter 
section upon which the well is located. In the event the unorthodox unit is 
approved after notice and hearing and an increase in total acreage is permitted 
then the total allowable assigned the well shall be adjusted and made retroactive 
to the 1st day of the proration period or the 1st day the well produced into a gas 
transportation facility if the well was not productive prior to January 1, 1954. 

P R O V I D E D F U R T H E R that copies of F o r m C - l 15, Monthly Production 
Report, submitted in compliance with Rule 14 shall be distributed by the opera-
tor as follows: Original to Oi l Conservation Commission, Box 871, Santa F e ; 
two copies to O i l Conservation Commission, Box 2045, Hobbs, New Mexico. 

I T IS F U R T H E R O R D E R E D that nothing in this Order , or Order No. 
tt-370, heretofore issued by the Commission, shall be construed as r e - c l a s s i -
[ying any well now prorated on the oil proration schedule as a gas wel l , and 
my such reclassi f icat ion hereafter made shall only be made after due notice and 
learing. 

DONE at Santa F e , New Mexico, on the day and year hereinabove 
lesignated. 

S T A T E O F NEW M E X I C O 
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