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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 
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Santa Fe , New Mexico 

F e b r u a r y 10, 1954 

D I R E C T I V E 

TO: Tubb, B l i n e b r y and D r i n k a r d Poo l Operators 

F R O M : R. R. S p u r r i e r , Secre ta ry and D i r e c t o r 

The gas pool rules f o r the Tubb and B l i n e b r y Pools , as 
outl ined i n Orders Nos. R-372-A and R - 3 7 3 - A , requested operators 
of a l l o i l and gas wel ls w i t h i n the defined l i m i t s of these pools to 
f u r n i s h the C o m m i s s i o n w i t h c e r t a i n geological i n f o r m a t i o n ( w e l l logs) 
on the i r producing w e l l s . V e r y f ew of these logs have been submit ted 
to date. 

I t is the re fo re requested that a l l operators take immedia te 
steps to determine whether or not they have compl ied w i t h this order 
and i f the requested i n f o r m a t i o n i s not available to advise this C o m 
m i s s i o n to that e f f ec t . I f logs have been submit ted p rev ious ly i n 
dual completion applications or hear ings , i t w i l l not be necessary to 
r e - s u b m i t copies of these logs . 



MEMORANDUM 

To: The Oi l Conservation Commission 

F r o m : W„ B„ Macey 

Subject: Cases 582 through 590: General rules f o r the p ro ra t i on ing of 
gas in the Jalco, Langmat , Eumont , A r r o w , Amanda, B l i n e b r y , 
Tubb, Justis and Byers-Queen Gas Pools . 

In accordance wi th M r . S p u r r i e r ' s request , fo l l owing are m y r e c o m 
mendations per ta in ing to the above l i s t ed Cases held i n Santa Fe , on October 26 
through 28. In order to evaluate the basic recommendations the fo l l owing h i s to ry 
of these cases should be observed. 

L The Commiss ion or ig ina ted hearings on a general f ou r county area 
(Lea . Eddy ; Chaves and Roosevelt Counties) on M a r c h 17, 1953 under Case 52L 
The purpose of this hearing was to establ ish means and methods of p r o r a t i n g gas 
i n this fou r county area. In A p r i l , 1953 this Case was consolidated wi th Case 245 
i n accordance w i t h Order No, 264 issued i n Case 245. (Case 245 and subsequent 
Order R-264 established the defined l i m i t s and producing in te rva l s of gas pools i n 
Southeast New Mexico . ) As a resu l t of the M a r c h 17th hear ing, the Commiss ion 
appointed a Commit tee to propose suggested ru les i n Case 521 and suggested r e 
vis ions i n Case 245. The f i n a l r epo r t of the commi t t ee , containing recommendations 
i n both Case 245 and Case 521 was made on August 20, 1953 and on August 28, 1953 
the Commiss ion issued Order R-356 i n Case 321 out l in ing "Stand-by" rules f o r the 
fou r - coun ty area. (No addi t ional order has been issued i n Case 245 as yet) . The 
Commiss ion then adver t ised nine gas pool cases f o r hear ing on September 17. 1953, 
the Commiss ion s adver t i sement request ing an order es tabl ishing pool ru les and 
other re la ted mat te r s insofar as they were set f o r t h i n Order R-356. Some t e s t i 
mony was received at this t ime and as a resu l t of these hear ings , Orders were 
issued i n each Case requesting operators and other in teres ted par t ies to show cause 
why the rules as outl ined i n Order R-356 should not be put i n e f fec t on November 1, 
1953. The hearings were conducted on October 26, 27 and 28 wi th extensive t e s t i 
mony being given i n each case. The tes t imony and evidence given i n these hearings 
is the basis f o r the f o l l o w i n g recommendat ions . Since the Rules as outl ined i n 
Order R-356 are n u m e r i c a l i n sequence the f o l l o w i n g comments and recommenda
tions w i l l be made i n the same n u m e r i c a l o rder . 

Rule 1: The recommended prov is ions of Rule 1 should be changed since 
they apply solely to a defined gas poo l . The ru le provides an exception to some of 
the prov is ions of statewide Rule 104. The exception however, should only apply to 
paragraph (a) and paragraph (d) of the Rule 104 since they are solely concerned w i t h 
gas pools 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 should be included as sub-para
graph (c) of the Rule to provide as f o l l o w s : 

(c) When the w e l l is located upon a t r a c t of not less than a 
quar ter section of approx imate ly 160 surface contiguous acres substant ia l 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 = 
Pub l i c Land Survey. 

Rule 2. The provis ions of this ru le should be placed i n e f fec t i n a l l nine 
pools . 
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Rule 3: A n appropria te r ev i s ion of Rule 3, per t inent to each pool name 
should be inser ted i n each set of pool ru l e s . 

Rule 4; This p r o v i s i o n should be set f o r t h i n each set of pool ru l e s . 

Rule 5: This Rule and a po r t ion of Rule 8 per ta in ing to P r o r a t i o n units and 
the f o r m a t i o n of unorthodox gas units should be amended i n such a manner to l i m i t 
the standard p r o r a t i o n uni t to a legal quar ter section of approximate ly 160 acres and 
a l lowing exceptions thereto only a f t e r notice and hear ing. Exceptions should be 
l i m i t e d to only ex t reme cases where Communi t i za t ion is i m p r a c t i c a l because of the 
prescence of a w e l l which has been producing f o r considerable length of t i m e , or 
where acreage is so situated that w e l l locations can be adequately placed so as to 
insure adequate uni t drainage i n spite of the unorthodox uni t and the co r r e l a t i ve 
r igh ts of everyone are protec ted . F u r t h e r m o r e , a po l icy of not approving unorthodox 
units where another unorthodox uni t is f o r m e d thereby (thus s ta r t ing a chain reaction) 
should be s t r i c t l y adhered to . I t i s recognized that this p o l i c y which i n e f fec t promotes 
the f o r m a t i o n of communi t i za t ion or pooling agreements w i l l cause some more work 
on the p a r t of everyone concerned but the inequit ies which could ar ise f r o m a large 
number of unorthodox units f a r out-weighs the work invo lved . 

Since i t is contemplated that the p r o r a t i o n pe r iod i n each pool w i l l 
s ta r t January 1, 19521, i t is en t i r e ly possible that a great number of Communi t i za t ion 
Agreements w i l l be delayed i n execution u n t i l a f t e r the s tar t of the p r o r a t i o n pe r iod 
or a f t e r the comple t ion of the w e l l . T h e r e f o r e , i t i s recommended that each pool 
order contain a p r o v i s i o n out l in ing a po l i cy which would a l low the to ta l acreage 
f o r m e d by the agreement, and thus dedicated to a w e l l , be made re t roac t ive to the 
f i r s t day of the p r o r a t i o n pe r iod or the f i r s t day the w e l l produces, whichever date 
is the l a t e r , p rov ided , that the executed Communi t i za t ion Agreement i s i n f o r c e 
and e f fec t on the las t day of the p r o r a t i o n p e r i o d . 

Rules 6 and 7: The provis ions of these rules should be placed into e f fec t 
i n each pool as out l ined . 

Rule 8; The f i r s t sentence of Rule 8 should be included as the las t paragraph 
and the r ema in ing prov is ions of the ru le deleted f r o m a l l pool r u l e s . Th i s w i l l r e 
quire the r e -number ing of Rules 9 through 15. The reason f o r the delet ion of that 
p o r t i o n of Rule 8 is outl ined i n m y r e m a r k s under Rule 5. 

Rules 9 through 15: The p rov is ions of these rules should be incorpora ted 
i n each set of pool ru les without any changes. 

F u r t h e r Recommendat ions: 

I t is f u r t h e r recommended that the Commiss ion place i n the hands 
of a l l opera tors , " p r e l i m i n a r y " nominat ion f o r m s so that the Commiss ion may 
consider the nominations f o r each of the 9 pools f o r the f i r s t s ix month pe r iod of 
1954 at the regu la r November hear ing on November 19th. Ins t ruc t ions should be 
sent out w i th the f o r m s stat ing that the nominat ions should apply to only those 
wel l s which are considered gas wel ls and which are not on the o i l p r o r a t i o n schedule. 



I n i t i a l l y each purchaser or taker of gas should also include w i t h 
his nominations the w e l l or wel ls f r o m which he desires to purchase gas January 
1, 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 t ed on the schedule is known beforehand and that the w e 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 I believe i t also advisable to point out that a 
p r o v i s i o n should be inser ted i n each pool order stat ing that the Commiss ion w i l l 
continue to p rora 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 ls 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 r ed 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 ^ d e r 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-commit tee 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 request ing 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 outl ine an adequate gas w e l l tes t ing p r o g r a m to govern a l l gas we l l s 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 
af 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 rov i s i on that w e l l tests i n that p a r t i c u l a r pool should be made i n 
accordance w i t h tes t 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 fu s 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 re ference to the Rhodes storage area of the Jalco P o o l , a 
p r o v i s i o n should be inser ted i n the o rder pe r ta in ing to the Jalco Pool which states that 
those storage wells i n the Rhodes Uni t 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 w i t h d r a w a l of gas f r o m the uni t area. 

Wi th p a r t i c u l a r re fe rence to the B l i n e b r y Poo l a study should be 
made i m m e d i a t e l y 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 deter
mina t i on made a f t e r p roper notice and hear ing of some vo lumet r i c wi thdrawa l f o r m u l a . 

October 30, 1953 



CASE <rrt> 
jikxwmt or SHELL OIL coai-Aint 
I d ii&iAtiD t0> £&Oti)iiMtD KuL^is 

FIELD 
b i m « » i R 17, 1̂ 53 

Shell Oil voap&ny ie in general accord with the jae rule* as pro
posed, except for ~ne feature thereof. 

We wish to direct attention tc iiule %t Proration Units, ia connec
tion with Hole 6 under Gas Allocation. 

Sole 5 establishes « standard gas proration unit of 1$6 to 162 
contiguous surface sores. 

Rule 8 provides, however, that acre than on« standard proration 
unit oay be assigned to a gas well provided not more than 6L0 acres are so 
assigned, and provided the other requirements of the Section are mt. 

As written, the rule would ap irently leave to the discretion of the 
operator whether suoh additional acreage should be assigned to a veil. *lso, 
as written, there is no requirement thst the well to which additional acre
age is assigned should be shown to be capable of draining such additional 
acreage. 

We feel that this rule could result in grave inequities. in operator 
with a single 160-acre tract could te offset or surrounded b> one or acre 
single ownership units of 640 acres, ûcn operator would have a single unit 
allowable, ihe offset operators, on tne other hand, could each assign four 
standard units to their wells, and could seen obtain a proportionabiLy in-
creaa d allowable, and could do this even without a showing that their wells 
would drain the acreage assigned to such wells. 

I t is our thought that i t would ca Better to stay with a standard 
sise unit for allowable purposes, unless, after a hearing, the i^esaieaion 
permits the assigning or additional acreage and allowable because of the cir
cumstances existing in the particular case, we realise that there aay be 
conditions under which additional acreage should be assigned to a well or 
wells, but feel th&t i t should oe permitted only after hearing, and not solely 
at the discretion of an operator. As to the sise of the standard unit in 
this field, in view of the fact that the field has been developed to date on 

/&o spacing, we feel that / & P acres should constitute the 
standard unit therein. 


