
NEW MEXICO 
OIL CONSERVATION COMMISSION 

P. O. Box 871 
Santa Fe, New Mexico 

Date May 21. 1958 

George L . Verity 
211 E . Broadway 
Farmington. New Mexico 

Gentlemen: 

Your a p p l i c a t i o n ^ / °n behalf of A. A. Greer , et a l . , for exceptions to 

the allowable for wells in the Pictured Cliffs formation 

dated A p r i l 30. 1958 has been received, and has been tentat ively 
scheduled fo r hearing before an examiner on 
May 28. 1958 . 

A copy of the docket w i l l be forwarded to you as soon as the matter is 
advert ised. 

Very t r u l y yours , 

A . L . PORTER, J r , , 
Secre ta ry-Direc tor 

g a 



G E O . L. V E R I T Y 
A T T O R N EY A T L A W 

O N E R A D I O P L A Z A Farmington, New Mexico 2 1 1 E A S T B R O A D W A Y 

T E L E P H O N E D A V I S 5 - 2 2 6 5 

F A R M I N O T O N , N E W M E X I C O 

T E L E P H O N E 3 - - 4 B 3 3 

B A N T A F E , N E W M E X I C O 

May 20, 1958 

Oil Conservation Commission 
Capitol Office Building 
Santa Fe, New Mexico 

Gentlemen: 

Under date of April 30, 1958, I forwarded 
you an application for an order calling for ex
ceptions to the allowable for wells in the 
Pictured Cliffs formation, which application was 
filed in behalf of A. A. Greer, et al. 

I have not received any notification of 
setting of this case* Will you please advise me 
if i t has been set and when. 

Yours truly 

GLV:ecr 

via air mail 
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BE CASE 146U AZTEC OIL & GAS COMPANY CONCURS IN 

APPLICATION OF A#A. GREER ET AL FOR AN EXCEPTION TO 

THE ACREAGE FACTORS ESTABLISHED BY ORDER R-565-C 

FOR CERTAIN WELLS IN SAN JUAN COUNTY* NEW MEXICO. 

AZTEC OFFSETS MOST OF THE WELLS INVOLVD IN VAPPLICANT'S 

APPLICATION AND HAS SEVEN PICTURED CLIFFS WELLS DRILLED 

ON A 40-ACRE BASIS PRIOR TO ORDER 748 THAT HAVE AN 

ACREAGE FACTOR OF LESS THAN ONE. SIX OF THESE AZTEC 

WELLS HAVE BEEN SHUT IN FOR EXTENDED PERIODS OF TIME 

DUE TO OVERPRODUCTIONj AND SOME RELIEF SHOULD BE GRANTED 

TO PREVENT PREMATURE ABANDONMENT** 

AZTEC OIL & GAS CO QUILMAN B DAVIS* 

t = H 6 l R-565KT 40 748=> 

THE COMPANY W I L L APPRECIATE SUGGESTIONS FROM ITS PATRONS CONCERNING ITS SERVICE 
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II. THA: riTTIt Of A HKAKSO CALUD 
Jl' TUt OH CQtt36*?AfIQN OOROSSICi 
Oi- TrlC STATt or MM H0JOO f d TW 
*"JKK>3I Of COISIDtUMl 

^ THE MATTER or tit mitim or tn 
SCQTTSRM Wl» rHOO'JCTIQi COftrAlT FOB Al 
:susR rixuo r.<i SPACTJO or WILLS IJI mi 
KITZ cmox-rjLCK9i Man aas m m or SA* 
JllAh CGUKTT (AS THE! MAX Bt m m m ) Qi i n 
B4si;; or m. m TO A m m m wit or AT-
FKDIDUTM.1 160 ACRSS HUH SOITAIU PROn*-
IC03 POR AST KJUTKD rttTTBtf, IKCLUDIKO 
CPSCIAL imOTAL OF WXKXXfGtKIM "VESA LO-
CATIOKS "& .̂NicssaAxr. . 

Ola* 10. 1X6 
10. 74f 

or 

BEFORE EXAMINER UTZ 
OILCONSERVATION COMMISSION 

JLLSAAU EXHIBIT NO. A r 
CASE NO. 6* / 

mm 
BT TRI COrKSSK*. 

WHSRIAS, after 4a* a*tlee aa roqutrei hp I M 
beariag in 5anta re aa February 17. 1941. to 
yoloa Produotion c tiajaay far tM adopilM of aa 
wslls hirufUr drilled is the K«U 
Couaty, wow mxieo, Mi related Mtter*| 

M « U i t tM pettUM 
* publia 

• f Southern 
lag of 

IMM MO field, Sw Joan 

WHEREAS, tM Ceaalaaloa havlaj eoMidered tM arWMi aaa1 au i at saeh 
haariof, partiaaat laforaattaa atharwiaa avaUaM* la tM O M t n I W i racorda, 
the autaawots Mda Md vlawpalaM auirawai *T lataraatai partlM at or la 
oetvoeotlen with aaaa fcatrlaa* 

HMBS, from tM •Hia i i i addMod. 

A. THat tM lata Caayoa aad falebar Aaai* gM Mats 
nataral *aa froa tba Fioturad Cllffa aaadatoM fOTaatlaa, 
oontiawoa and fraa al l laferna Uaa availabia ta-dal 
Unuoua gaa prodjeiag araa or pool la tha iOotarai Cliff* 

3. That auch pool haa prodaoad nataial aai far 
, I&K waich tlma tna average of woll-*a*d praaauroa hai 

C. That by raaaaa af rulea of thia C waa A* aiaa preVloaalv applicable to 
tha pool, of tha aasara^;#raatieaa of certain opera tare la tha araa and of 
policies of the U. S« Oeeleeleal Survey, a fairly uaifem apaaiaf of OM wall 
to 160 acrss haa heretofore prevailed UurotfjMat Mat of tM paol| — 

proieativa of 
poola ara 

M O M OOB-

I 

than 15 raara, dur-
approxlvately 

0. That OM wall will, ia view of pro aaat , , 
affectively drain tha rosoverabla gaa froa at laaat 160 urai of tho pool, 
•ad, accordingly, that M M donaa apaelag la tha aaal aay ha oeadaalvt to 
xasta and will orwiaaaaaarlTy iaoraaaa tM seats af eaealaeaaert aai production. 

S. That for walla haraaftar drilled, a aOMml aaaaiat fatten, of ona 
o ant rally loca tad »tall oa a'aaH of 160 aeree, «abatMtaall7 la tha thapa of 
* square, la roqulrod to yrotMt tha eqaltlM af thoao haviag latere*ta ln 
walls heretofora drillad «160-*o ra traeta. far abi ah fMaral ipaclnr patto; 
tho poolia«: of propartlM ahoold ha 

F. ihat tha itaa prodaaUva araa of tta pool la llkaly to ba eabatantiitl-
1 - «;.Unsiva thaa .tAa praaently davaloped portlM tharaoft 

'hat watte will roaalt in tba drilllo* of «alla in tha pool, Jdvi;; 
i .cioidil rules and' ragulatloos ara adoptad for that preveatlofi tharaof j a.ul 



H. That, whlia tha Kuti Canyon-fulohar SeJin gaa field has. been co m.*t 
c^ally productive for xora than 15 yaara, i t haa not baaa eutojeet to ooope 
stive action repreeentatlve of tho Intoraat of a l l the efaretfre or leeae-
\oldtrs within tha araa daring that period. In addition, propertiea, ool. 
and/or laaaaa of any uadaUralned nuaber of aaall laadeeaero ar laaee-holcore, 
whosa total acreage la aithor laaa than 160 acrea or lasledale porUona of 160-
acre traota, a t i l l exist iri thin t.i« pool bouadarlee, aa herein defined. "hp 
n_w>fer of auch holdinge will be likely to laereaae aa the peel boundarlea ara 
dxttmded by subsequent drilling* 

TBSHKFOBE, IT IS ORDRttD that, effeoUve oa the data ef thia order, the 
following rules and regulatleas ahall apply to wella hereafter drilled or cost-
plated or reooapleted to the Pictured Cliff pool ia the fata CanyeB-puloher 
iiaaia area, defined below* in addltioa to the Cnanuieloa'a apalieaale rules, 
regulations and orders heretofore or hereafter adapted to tba extent not la 
conflict herewithi 

Sectioa 1. Ho well shall be drilled er iiisaflptiil ar re enable tod, and no 
Motioe of Intention to DriU er drllliag peralt aball bp approved, onleas 

(a) auch well be looated aa a deeia^ted dfO^iaf - ^'^^ 
unit of not laaa than one haaa fed 81x^(160) 
aeiWinriaBor, aore or leaf, aeeeTdla#^te^aaA 
aubdlvieloaa of the United SUtee Land Surfers, 
ia whleU wait al l the InUreata are eeneelloated 
by pooling agroeaont or ptherwiee aad en which 
ne other well is eoaplatiad, or approved fer 
ooapletloa, In the pool} 

(b) suoh drllliag wilt bejnthe shape of a f J f f A 
exeept for no real variations in Tagil Stihdlvlsleaa 
of the United states Lands Surveys) aaa 

(o) sash wall be located on ita drilling aalt at a 
dlalanee froa the unit boundaries of net leaa 
thaa aiaa hundred ninety feet (990)} provided, 
if aaab JH opoaau new well la to be aa effect 
to aay then producing gaa well ooapletei la 
the peal, or the drilling ef which haa author* 
laad prior to tho effeetive data of tale order, 
located on aa adjoining unit ia walca the in-
tereete ara not Identical with theae ia tba wait 
propoaed te be drilled, suoh prspoass* jasU aaf-
be looated and drilled effsettiag the *w*«^«^ 
wall aad as eloee to the eeeaasa ualt haisaiarr 
liaa as the well to ba ea affect. 

Section 2. Any provision herein te the eoatrery netwlthetoAdlng, the 
Coaoia-doa aay, aad ia proper aaaaa will, oa petttlaa er ea ite ewa aotlon, 
by order entered after notice aad heariag to taa eataat raqelfed by law, giant 
exception* aad paait dillllag looaUoaa ta beeoaa effee^v*^ thereby author-
fi&fttm drilling?oFWW*rWm^ In the peal m% adOtaiM* to the 
rfsu^reswata Q/ Svctioo 1 above l f the Cowalseiea ahall flad that tba Ipfoprty 
•ought to be drilled would be deprived of an opportunity to produce gaa froa 
the pool ln the abeeaae pf aaaa exeeptlea, aaa aaall aiaa fla* oaa er aere of 
tha fallowing conditions to exist. 

(a) that 
sought te be drilled with eeeeseary.adjoialag 
land, netwithatandlng diligent efforts aaaa la 
goad falsa, ia lapoeeiela or lapraetiaal} 

(b) that the property aousbt to be drilled la looated 
within a then developed portion of tbe pool aad 
ita ncn conforming aiaa .or ahapa ia due te the aeV 
jolaiag developed properties ia the pool) 

(o) that becauee of the nature af toa terrain, leeatlea 
of the prapesad wall at a laaaar Ula*aaaa froa oaa 
of the eater beuaearlee ef ita drilllag unit ahould 
be pa mitted) er 



(d) that Dy reason of tho looatlon of tho property 
to bo drillod along, tho aouthweet or northeast 
flank of tba de^loped portion of tba araa, i t 
appaara laprobabl* that aaa aaa ba proaaoad la 
paying quantities i f tha wall aaafarai to Section 
1, la whioh oaaa tba CoeaieaieB amy aedify tha 
repair icante ef 9eetlen 1 aa to aaaa wall to the 
exteat i t dees* neeeeeary. . 

rrreapeoUre of saeh fladlage, I f the Oeaainelen ahall find that by reason 
of a l l Qlrouaetaneee an aaaeptloa la proper la tba preeaatlon of waste, r 
undue drainage between propertiea, or otherwise la tba axereiee by tba cos* 
Isslen of Ita Juriadlotlen over toe epaetaf ea* /wall* or Ito alitor powera ; 
ferred by law, ezpreee er lul led* 

IT :s 7U8THBI ORSaWSD that, la aooordattoc with raaoaawndaUoai of the 
Northwestern hew Haalee geaanaelature Gaaadttoe app roved and adopted by this 
Cn wall elan, the Pictured dlf-f gaa praeaolng pool In the lata Ceayon-Fulche 
Sesia area, to whleh thla order applied, la deftaod to iaeloae the foil owin 
deeorlbed land ln Saa Joan County, lea Hexleet 

Townehlp 27 Morto, Rasas 10 ttsot 

ieo. 3 '—vr 

Seae. 4 a 5 All 

foa. IS 

Seae. 16,17,1S,1« 
20,21 
See. 22 
Sea. 27 
Seee. 23,29,30,31, 
3a,33 
toe. 34 
Tewnahlp 28 north, laaaaa 11 Weat 

soca. îofu,ii,l3 
U.15,16,22,23^4,25,^ 1̂1 
"cwehip ff? Korth, tofli») 11 Weat 
Seca. l>7«7f"il&»17,ial 
19,20,21,22,24,27,28, 
2v,30P31,32,33,^,35, 
36 i l l 
Towna'-. tp 20 rtt^ -ange IS Wast 
TflcV. i ' j , 4 , t 

10,11., ii,13, U,13,23, 
24,2? kU. 
rwrnship iv - ^rth, ,-tanga 13 Wast 

•x*vi v 1 til 
y-jwnaĥ , 3C _: . rtb, .vaaae 1̂  v aat 
See. I* ' All * 20 ;/2 

:--5» 2:;,27,2'_>,29, 
30,31,32,33,34,35, 
36 Ail 

?owaahtf> 30 North, aaags 13 Weft 
Sots. &7?5>̂ > 111 

All .euJivioi-.* lands Iceatod vi'.hia c^o-half (1/2) aile of any larva In t,.e 
pool RS da fined or as i t aay be txteaded shall obafora to theso rulea 
rti ulanions) provided, however, that suoh pool ahall in no avent b* ->xt. 
JO us to include any landa no*. :r hereai'ter included by the Cosalsftija . 
soae other producing area formally designated ae en e l l or -as poo! in *> 



fictunwl Cliff*, prorided, farther,- by order af thla CaamUalon the pool aay 
be red os i mated frca tiae to tiae ao aa to eabraoe other lands in tha vicinity 
rhich ara "believed, on the beats of addiUapel dovolepasnta, to bo capable or 
producing ^aa fron the auto Canyon-fulcher Baain pool, whether or not auch 
other lands ahall have been at or* tiae included la another dealrnated fit13 
or por;l producing froa the Pictured Cliffa» 

entered and adopted by the Oil Conservation Coaadejlon thia 22 day of June 
1948.. 

3 TATE Of Is* HO ICO 
OIL ccssmrfATion COPKISSIOK 

8HAIRHAH 

3KKKTAKT 



BEFORE THE Oil CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE HEARING 
CALLED BT THE OIL CONSERVATION 
COMMISSION OF NEW MEXICO 
FOR THE PURPOSE OF CONSIDERINGt 

729) 
859) 

CASES: 860) Consolidated 
9U1) 

ORDER NO. R-565-C 

THE APPLICATION OF THE OIL 
CONSERVATION COMMISSION UPON 
ITS OWN MOTION FOR AN ORDER 
REVISING ORDER R-565 AFFECTING 
AND CONCERNING THE FULCHER KUTZ-
PICTURED CLIFFS, THE AZTEC-PICTURED 
CLIFFS, AND THE SOUTH BUNCO-PICTURED 
CLIFFS GAS FOOLS IN SAN JUAN AND RIO 
ARRIBA COUNTIES, NEW MEXICO. 

CASE NO. s 4 6/ 

BEFORE EXAMINER UTZ 

ORDER OF THE COMMISSION 

BY THE COMMISSION; 

This cause came on for hearing at 9 o'clock a. m. on June 16, 195U, snd 
vas thereupon continued to October lh, 19$h, March 16, 1955 and August 17, 1955, at 
Santa Fe, Nev Mexico, before the Oil Conservation Commission, hereinafter referred 
to as the "Commission". 

NOW, on this 13th day of October, 1955, the Commission, a quorum 
being present, having considered the records and testimony adduced, and being fully 
advised in the premises, 

(1) That due notice of the time and place of hearing and the purpose thereof 
having been given as required by lav, the Commission has jurisdiction of this case 
and the subject matter thereof. 

(2) That there is need for the revision of Orders R-565, R-565-A., R-565-B, 
R-6lit, R-620 and their consolidation into this order, due to the revision of Order R-333-
B. 

IT IS THEREFORE ORDERED8 

That special pool rules applicable to the Fulcher Kutz-Pictured Cliffs 
Gas Pool, the Aztec-Pictured Cliffs Gas Pool and the South Blanco Pictured Cliff* 
Gas Pool, be and the same hereby are promulgated, as follovs: 

FINDS: 

SPECIAL RULES AND REGULATIONS 
FOR THE FULCHER KUTZ-PICTURED CLIFFS 

GAS POOL 

Well Spacing and Acreage Requirements for Drilling Tracts: 



-2-
Order No. R-565-C 

RULE lg Any well drilled a distance of one mile or more from the outer 
boundary of the Fulcher Kutz-Pictured Cliffs Gas Pool shall be classified as a wildcat 
well. Any well drilled less than one mile from the outer boundary of said pool shall 
be spaced, drilled, operated and prorated in accordance with the regulations in effect 
in the Fulcher Kutz-Pictured Cliffs Gas Pool. 

RULE 2; Each well drilled or recompleted within the Fulcher Kutz-Pictured 
Cliffs Gas Pool shall be located on a tract consisting of not less than a quarter 
section of approximately 160 surface contiguous acres substantially in the form of a 
square which shall be a legal subdivision (quarter section) of the U. S. Public Land 
Surveys. 

RULE 3* Any well drilled within the defined limits of the 
Fulcher Kutz-Pictured Cliffs Gas Pool shall be 
located on a designated drilling tract consisting 
of not less than a quarter section which i s a legal 
subdivision of the U. S. Public Lands Survey, 
such quarter section to contain approximately l60 
contiguous acres and to be substantially in the 
form of a square; Such well shall be located at 
least 990 feet from the outer boundary of said 
quarter section, provided, however, that a 
tolerance of 200 feet is permissible. 

RULE hi The Secretary-Director of the Commission shall have authority to 
grant exception to the requirements of Rules 2 and 3 where application has Tseen 
filed in due form and such exception is required because of conditions resulting froa 
previously drilled wells in the area or, in the case of Rule 3, the necessity for 
exception is based upon topographic conditions. 

Applicants shall furnish a l l operators of leases offsetting the lease containing 
subject well, a copy of the application to the Commission, and applicant shall include 
with his application a l i s t of names and addresses of a l l such operators, together with 
a written statement that a l l such operators have been properly notified by registered 
mail. The Secretary-Director of the Commission shall wait at least 20 days before 
approving any such exception, and shall approve such exception only in the absence of 
objection of any offset operators. In the event an operator objects to the exception, 
the Commission shall consider the matter only after proper notice and hearing. 

RULE St The provision of Statewide Rule 10U, Paragraph (k), shall not 
apply to the Fulcher Kuta-Pictured Cliffs Gas Pool. 

Gas Proration and Allocations 

RULE 6; (A) The acreage allocated to a gas well for proration purposes* 
shall be known as the gas proration unit for that wall. For the purpose of gas alloca
tion in the Fulcher Kutz-Pictured Cliffs Gas Pool, a standard proration unit shall 
consist of approximately 160 surface contiguous acres substantially in the form of a 
square which shall be a legal subdivision (quarter-section) of the U. S. Public Land 
Survey; provided, however, that a non-standard proration unit may be formed after 
notice and hearing by the Commission or under the provisions? of Paragraph (B) of this 
rule. 
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The allowable production from any non-standard gas proration 
unit as compared with the allowable production therefrom i f 
such tract were a standard unit shall be in the ratio which the 
area of the non-standard proration unit bears to a standard 
proration unit of loO acres, subject to the provisions of Rule 9 
of this order, fogr gas proration unit containing between 150 ~ 
and 162 acres shall be considered to contain 160 acres for the 
purpose of computing allowables, 

(B) The Secretary of the Commission shall have authority to 
grant an exception to Rule 6 (A) without Notice and Hearing where application has been 
filed in due form and where the following facts exist and the following provisions aro 
complied withf 

1. The proposed non-standard proration 
unit consists of less than 160 acres or where 
the unorthodox size or shape of the tract is 
due to a variation in legal subdivision of the 
U. S. Public Land Surveys. 

2. The non-standard gas proration unit consists 
of contiguous quarter-quarter sections and/or 
lots. 

3. The non-standard gas proration unit lies 
wholly within a single governmental section, 

U. The entire non-standard gas proration unit 
may reasonably be presumed to be productive 
of gas. 

5. The applicant presents written consent in 
the form of waivers from? 

(a) All operators owning interests in 
the section in which any part of the non
standard gas proration unit is situated 
and which acreage is not included in said 
non-standard gas proration unit. 

(b) All operators owning interests in 
acreage offsetting the non-standard unit. 

6. In lieu of paragraph 5 of this rule, the applicant 
may furnish proof of the fact that said offset operators 
were notified by registered mail of his intent to form 
such non-standard gas proration unit. The Secretary 
of the Commission may approve the application i f , 
after a period of 30 days following the mailing of said 
notice, no operator has made objection to formation 
of such non-standard gas proration unit. 

RULE It At least 30 days prior to the beginning of each gas proration 
period, the Commission shall hold a hearing after due notice has been given. The 
Commission shall cause to be submitted by each gas purchaser "Preliminary Nomina-
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tions" of that quantity of gas which each purchaser in good faith actually desires to 
purchase within the ensuing proration period, by months, from the Fulcher Kutz-
Pictured Cliffs Gas Pool. The Commission shall consider the "Preliminary Nominations" 
of purchasers, actual production, and such other factors as may be deemed applicable 
in determining the amount of gas that may be produced without waste from said pool 
within the ensuing proration period. "Preliminary Nominations" shall be submitted 
on Form C-121-A as prescribed by the Commission. 

RULE 8: In the event a gas purchaser's market shall have increased or de
creased, purchaser may file with the Commission prior to the 10th day of the month 
a "Supplemental Nomination" showing the amount of gas the purchaser actually in 
good faith desires to purchase during the ensuing proration month from the Fulcher 
Kutz-Pictured Cliffs Gas Pool. The Commission shall hold a public hearing between 
the 13th and 20th days of each month to determine the reasonable market demand for 
gas from said pool for the ensuing proration month, and shall issue a proration 
schedule setting out the amount of gas which each well may produce during the ensuing 
proration month. "Supplemental Nominations" shall be submitted on Form C-121-A as 
prescribed by the Commission. 

Included in the monthly proration schedule shall be (a) a summary of the 
total pool allocation for that month showing nominations, and adjustments made for 
underage or overage applied from a previous month, (b) a tabulation of the net allow
able and production for the second preceding month together with a cumulative overage 
or underage computation, (c) a tabulation of the current and net allowables for the 
preceding month, (d) a tabulation of current monthly allowable for the ensuing proration 
month, and (e) a tabulation of the acreage and deliverabilities assigned each well, and 
the factors assigned each well for use in calculating individual well allowables. The 
Commission shall include in the proration schedule the gas wells in the Fulcher Kutz-
Pictured Cliffs Pool delivering to a gas transportation facility, or lease gathering 
system, and shall include in the proration schedule of said pool any well which the 
Commission 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 well. The total allowable to be allocated to said pool each 
month shall be equal to the sum of the preliminary or supplemental nominations, which
ever i s applicable, together with any adjustment which the Commission deems advisable. 

I f , during a proration month, the acreage assigned a well is increased, the 
operator shall notify the Secretary-Director in writing of such increase. The increased 
allowable assigned the gas proration unit for the well shall become effective on the 
first day of the month following receipt of the notification by the Director. All com
munications shall be mailed to the Director, at Box 871, Santa Fe, New Mexico. 

RULE 91 The monthly gas allocation to the Fulcher Kutz-Pictured Cliffs Gas Pool 
shall be divided and allocated among the wells connected to a gas transportation facility 
in the following manners 

The product obtained by multiplying each well's acreage factor by the calculated 
deliverability (expressed as MCF per day) for that well shall be known as the "AD* 
factor for that well. The acreage factor shall be determined to the nearest hundredth 
of a unit by dividing the acreage within the proration unit by 160. The "AD" factor 
shall be computed to the nearest whole unit, 

A tentative allocation shall be made by dividing seventy-five percent (7$%) 
of the pool allocation among the wells in the proportion that each well's "AD" factor 
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bears to the sum of the "AD" factors of a l l wells in the pobl. 

The remaining twenty=five percent (2?$) of the pool allocation shall be divided 
among wells in the proportion that each well's acreage factor bears to the sum of the 
acreage factors of a l l wells in the pool0 

Wnen the tentative allowable received by a well is in excess of its known 
producing ability, the well shall be classed as a marginal well and its allowable 
limited to its known producing ability„ The sum of the difference between the tentative 
allowables and the limited allowables of a l l marginal wells on the proration schedule 
shall be reallocated to the non-marginal wells by application of the same formula. I f 
such reallocation shall result in placing any other well within the marginal classifica
tion, the difference between the tentative allowable and the limited allowable of such 
marginal well shall be redistributed by application of the same formula until no well 
has received an allowable in excess of its known producing ability. 

Any well having a calculated allowable less than that of the 
largest allowable assigned a marginal well shall be assigned 
an allowable equal to the largest marginal allowable! provided 
that the allowable so assigned shall not be greater than the 
well's ability to produce. I f the allowable so assigned i s 
greater than the well cs ability to produce, the well shall be 
limited to its ability to produce. All wells with allowables so 
assigned shall be classified as marginal wells. 

RULE 10s The calculated deliverability at the "deliverability pressure" shall 
be determined in accordance with the provisions of Order R~333-C. 

Balancing of Productions 

RULE 11 s Underproductions The hours of 7 o'clock a. m„<, M. S. T. 
February l s and 7 o'clock a. m„s M. S. T.9 August l s shall be known as balancing dates 
and the periods of time bound by these dates shall be known as gas proration periods. 
In order to effectively administer the prorationing of gas in the Fulcher Kutz-Pictured 
Cliffs Pool, i t is advisable to have a portion of each proration period include both 
summer and winter months. Therefores the first proration period shall commence on 
March 1, 1955 s and shall continue for a period of eleven months until February 1, 1956. 
Future proration periods shall commence on the dates set out above. The amount of 
current gas allowable remaining unproduced at the end of each proration period shall 
be carried forward to and may be produced during the next succeeding proration period 
in addition to the normal gas allowable for such succeeding periods provided, however, 
that whatever amount thereof is net made up within the first succeeding proration 
period shall be cancelled. 

If i t appears that such continued underproduction has resulted from inability 
of the well to produce i t s allowable, i t may be classified as a marginal well and its-
allowable reduced to the level of the well's ability to produce. 

I f , at the end of a proration period a marginal well has produced more than 
the total allowable assigned a non-marginal unit of corresponding size and deliverability, 
such marginal well shall be reclassified as a non-marginal well and its allowable pro
rated accordingly. 

I f , during a proration period a marginal well is reworked or recompleted in 
such a manner that its productive capacity i s increased to an extent that said well 
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should be reclassified as a non-marginal well, the reclassification shall be effective 
on the first day of the proration month following the date of recompletion. 

The Secretary-Director may reclassify a well at any time i f production data 
or deliverability tests reflect the need for such reclassification. 

RULE 12s Overproductions 1 well which has produced a greater amount of 
gas than was allowed during a given proration period shall have its allowable for the 
first succeeding proration period reduced by the amount of such overproduction and 
such overproduction shall be made up within the first succeeding proration period. I f , 
at any time, a well is overproduced an amount equivalent to six times it s current monthly 
allowable, said well shall be shut-in during the current month. 

The Commission may allow overproduction to be made up at a lesser rate than 
would be the case i f the well were completely shut-in i f , upon public hearing after 
due notice, i t is shown that complete shut-in of the well would result in material 
damage to said well. 

Granting of Allowabless 

RULE 13s No gas well shall be given an allowable until Form C-lOl; and Form 
C-110 have been filed, together with a plat showing acreage attributed to said well 
and the locations of a l l wells on the lease. 

RULE lus Allowables to newly completed gas wells shall commence 

(a) on the date of connection to a gas transportation facility, such 
date to be determined from an affidavit furnished to the Com
mission (Box 697, Aztec, New Mexico) by the purchaser, 

(b) The latest filing date of Form C-10U, C-110 or the above 
described plat, or 

(c) a date U5 days prior to the date upon which the well's in i t i a l 
deliverability and shut-in pressure test i s reported to tha 
Commission on Form C-122 in conformance with the provisions 
of R-333-C, 

whichever date is the later. 

No well shall be assigned an allowable unless a deliverability test, or a 
potential test taken in conformance with the provisions of Order R-333-C has been 
submitted. 

Deliverability tests shall be taken and calculated in conformance with Order 
R-333-C, the provisions of Rule 10 of this order and the testing schedule provision of 
Order R-333-C. 

A change in a well's deliverability due to retest or test after recompletion 
or workover shall become effective the f irst of the month following receipt and 
approval of Form C-122-A for such test. Such tests shall be taken in accordance with 
Order R-333-C. 

Deliverability tests taken during 19$k shall be used in calculating allowables 
for the proration period commencing March 1, 1955. Subsequent annual tests shall be 
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used in calculating allowables for proration periods commencing during the next 
ensuing year. 

Reporting of Production? 

RULE 15: The monthly gas production from each well shall be metered 
separately and the production therefrom shall be reported to the Commission on Form 
C-115, and such report shall be postmarked on or before the 2l|th day of the month 
immediately following the month in which the gas reported was produced. The operator 
shall show on such report the disposition of the gas produced. 

Each purchaser or taker of gas in the Fulcher Kutz-Pictured Cliffs Gas Pool shall 
submit a report to the Commission, and such report shall be postmarked on or before 
the 15th day of the month immediately following the month in which the gas was purchased 
or taken. Such report shall ba filed on either Form C-lll or Form G-llU, whichever is 
applicable, and the walls shall be listed in approximately the same order as they are 
found listed on the proration schedule. 

Forms C-lll and C-llU as referred to herein shall be submitted triplicate, the 
original being sent to the Commission at Box 871, Santa Fe, New Mexico, remaining 
copies will be sent to Box 697, Aztec, New Mexico and Box 20<ti5, Hobbs, Naw Mexico, 
respectively. 

Forms C-115 shall be submitted in accordance with Rule lllU of the Com
mission's Rules and Regulations. 

The full production of gas from each well shall be charged against the well's 
allowable regardless of the disposition of the gas; provided, however, that gas used 
in maintaining the producing ability of the well shall not be charged against the allow
able. 

RULE 16; The term "gas purchaser1" as used in these rules, shall mean any 
"taker" of gas either at the wellhead or at any point on the lease where connection is 
made to facilitate the transportation or utilization of gas. It shall be the responsi
bility of said "taker" to submit a nomination in accordance with Rules 7 and 8 of this 
ordar. 

RULE 17: No gas, either dry gas or casinghead gas, produced from the Fulcher 
Kutz-Pictured Cliffs Gas Pool, except that gas used for "drilling-in" purposes, shall 
be flared or vented unless specifically authorized by order of the Commission after 
notice and hearing. 

SPECIAL RULES AND REGULATIONS 
FOR THE AZTEC-PICTURED CLIFFS 

GAS POOL 

Well Spacing and Acreage Requirements for Drilling Tracts: 

RULE Is Any well drilled a distance of one mile or more from the outer 
boundary of the Aztec-Pictured Cliffs Gas Pool shall be classified as a wildcat well. 
Any well drilled less than one mile from the outer boundary of said pool shall be 
spaced, drilled, operated, and prorated in accordance vith the regulations in effect 
in the Aztec-Pictured Cliffs Gas Pool. 
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RULE 2s Each well drilled or recompleted within the Aztec-Pictured Cliffs 
Gas Pool shall be located on a tract consisting of not less than a quarter section 
approximately 160 surface contiguous acres substantially in the form of a square which 
shall be a legal subdivision (quarter section) of the U. S. Public Land Surveys. 

RULE 3 s Any well drilled within the defined limits of the Aztec-Pictured Cliffs 
Gas Pool shall be located on a designated drilling tract consisting of not less than a 
quarter section which is a legal subdivision of the U. S. Public Lands Survey, such 
quarter section to contain approximately 160 surface contiguous acres and to be sub
stantially in the form of a square. Such well shall be located at least 990 feet from 
the outer boundary of said quarter section, provided, however, that a tolerance of 
200 feet i s permissible. 

RULE Us The Secretary-Director of the Commission shall have authority to 
grant exception to the requirements of Rules 2 and 3 where application has been filed 
in due form and such exception is required because of conditions resulting from 
previously drilled wells in the area or, in the case of Rule 3, the necessity for 
exception is based upon topographic conditions. 

Applicants shall furnish a l l operators of leases offsetting the lease containing 
subject well a copy of the application to the Commission, and applicant shall include 
with his application a l i s t of names and addresses of a l l such operators, together with 
a written statement that a l l such operators have been properly notified by registered 
mail. The Secretary-Director of the Commission shall wait at least 20 days before 
approving any such exception, and shall approve such exception only in the absence of 
objection of any offset operators. In the event an operator objects to the exception, 
the Commission shall consider the matter only after proper notice and hearing. 

RULE $s The provision of Statewide Rule 10U, Paragraph (k), shall not apply 
to the Aztec-Pictured Cliffs Gas Pool. 

Gas Proration and Allocation8 

RULE 6; (A) The acreage allocated to a gas well for proration purposes 
shall be known as the gas proration unit for that well. For the purpose of gas alloca
tion in the Aztec-Pictured Cliffs Gas Pool, a standard proration unit shall consist of 
approximately 160 surface contiguous acres substantially in the form of a square which 
shall be a legal subdivision (quarter-section) of the U. S. Public Land Surveys, provided, 
however, that a non-standard unit may be formed after notice and hearing by the Com
mission or under the provisions of Paragraph (B) of this Rule. 

The allowable production from any non-standard gas 
proration unit as compared with the allowable production 
therefrom i f such tract were a standard unit shall be in 
the ratio which the area of the non-standard proration unit 
bears to a standard proration unit of 160 acres, subject to 
the provisions of Rule 9 of this order. Any gas proration 
unit containing between 15tS and 162 acres shall be considered 
to contain 160 acres for the purpose of computing allowables. 

(B) The Secretary of the Commission shall have authority to grant 
an exception to Rule 6 (A) without Notice and Hearing where application has been 
filed in due form and where the following facts exist and the following provisions are 
complied withs 
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1. The proposed non-standard proration unit consists 
of less than 160 acres or tfiere the unorthodox size or 
shape of the tract i s due to a variation in legal sub
division of the U. So Public Land Surveys. 

2. The non-standard gas proration unit consists of 
contiguous quarter-quarter sections and/or lots. 

3. The non-standard gas proration unit lies wholly within 
a single governmental section. 

k. The entire non-standard gas proration unit may reason
ably be presumed to be productive of gas. 

5>. The applicant presents written consent in the form of 
waivers fromg 

(a) All operators owning interests in the section 
in which any part of the non-standard gas proration 
unit is situated and which acreage is not included in 
said non-standard gas proration unit. 

(b) AU operators owiing interests; in acreage 
offsetting the non-standard unit. 

6. In lieu of paragraph $ of this rule, the applicant may 
furnish proof of the fact that said offset operators were 
notified by registered mail of his intent to form such non
standard gas proration unit. The Secretary of the Com
mission may approve the application i f , after a period of 
30 days following the mailing of said notice, no operator 
has made objection to formation of such non-standard gas 
proration unit. 

RULE 7s At least 30 days prior to the beginning of each gas proration period, 
the Commission shall hold a hearing after due notice has been given. The Commission 
shall cause to be submitted by each gas purchaser "Preliminary Nominations" of that 
quantity of gas which each purchaser in good faith actually desires to purchase within 
the ensuing proration period, by months, from the Aztec-Pictured Cliffs Gas Pool. 
The Commission shall consider the "Preliminary Nominations" of purchasers, actual 
production, and such other factors as may be deemed applicable in determining the 
amount of gas that may be produced without waste from said pool within the ensuing 
proration period. "Preliminary Nominations" shall be submitted on Form C-121-A as 
prescribed by the Commission. 

RULE 8 s In the event a gas purchaser's market shall have increased or 
decreased, purchaser may file with the Commission prior to the 10th day of the month 
a "Supplemental Nomination* showing the amount of gas the purchaser actually in good 
faith desires to purchase during the ensuing proration month from the Aztec-Pictured 
Cliffs Gas Pool. The Commission shall hold a public hearing between the 13th and 
20th days of each month to determine the reasonable market demand for gas from said 
pool for the ensuing proration month, and shall issue a proration schedule setting out 
the amount of gas which each well may produce during the ensuing proration month. 
"Supplemental Nominations" shall be submitted on Form C-121-A, as prescribed by the 
Commission. 
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Included in the monthly proration schedule shall be (a) a summary of the 
total pool allocation for that month showing nominations, and adjustments made for 
underage or overage applied from a previous month, (b) a tabulation of the net allow
able and production for the second preceding month together with a cumulative over
age or underage computation, (c) a tabulation of the current and net allowables for the 
preceding month, (d) a tabulation of current monthly allowable for the ensuing proration 
month, and (e) a tabulation of the acreage and deliverabilities assigned each well, and 
the factors assigned each well for use in calculating individual well allowables. The 
Commission shall include in the proration schedule the gas wells in the Aztec-Pictured 
Cliffs Pool delivering to a gas transportation facility, or lease gathering system, and 
shall include in the proration schedule of said pool any well which the Commission finds 
is being unreasonably discriminated against through denial of access to a gas trans
portation facility which is reasonably capable of handling the type of gas produced by 
such well. The total allowable to be allocated to said pool each month shall be equal 
to the sum of the preliminary or supplemental nominations, whichever i s applicable, 
together with any adjustment which the Commission deems advisable. 

I f , during a proration month, the acreage assigned a well is increased, the 
operator shall notify the Secretary-Director in writing of such increase. The increased 
allowable assigned the gas proration unit for the well shall become effective on the 
first day of the month following receipt of the notification by the Director. All com
munications shall be mailed to the Director, at Box 871, Santa Fe, New Mexico. 

RULE 9: The monthly gas allocation to the Aztec-Pictured Cliffs Gas Pool 
shall be divided and allocated among the wells connected to a gas transportation facility 
in the following manners 

The Product obtained by multiplying each well's acreage factor by the 
calculated deliverability (expressed as MCF per day) for that well shall be known as 
the "AD" factor for that well. The acreage factor shall be determined to the nearest 
hundredth of a unit by dividing the acreage within the proration unit by 160. The "AD* 
factor shall be computed to the nearest whole unit. 

A tentative allocation shall be made by dividing seventy-five percent (7$%) 
of the pool allocation among the wells in the proportion that each well's "AD" factor 
bears to the sum of the "AD" factors of a l l wells in the pool. 

The remaining twenty-five percent (2$%) of the pool allocation shall be divided 
among wells in the proportion that each well's acreage factor bears to the sum of the 
acreage factors of a l l wells in the pool. 

When the tentative allowable received by a well i s in excess of its known 
producing ability, the well shall be classed as aa marginal well and i t s allowable limited 
to its known producing ability. The sum of the difference between the tentative allow
ables and the limited allowables of a l l marginal wells on the proration schedule shall 
be reallocated to the non-marginal wells by application of the same formula. I f such 
reallocation shall result in placing any other well within the marginal classification, 
the difference between the tentative allowable and the limited allowable of such marginal 
well shall be redistributed by application of the same formula until no well has received 
an allowable in excess of its known producing ability. 

Any well having a calculated allowable less than that of the largest allowable 
assigned a marginal well shall be assigned an allowable equal to the largest marginal 
allowablej provided that the allowable so assigned shall not be greater than the well's 
ability to produce. I f the allowable so assigned is greater than the well's ability to 
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produce, the well shall be limited to its ability to produce. All wells with allowables 
so assigned shall be classified as marginal wells 0 

RULE 10; The calculated deliverability at the *deliverability pressure* 
shall be determined in accordance with the provisions of Order R-333=C. 

Balancing of Productions 

RULE l i s Underproductions The hours of 7 o'clock a. m., M. So T. 
February 1, and 7 o'clock a. m., M. S. T . , August 1, shall be known as balancing 
dates and the periods of time bound by these dates shall be known as gas proration 
periods. In order to effectively administer the prorationing of gas in the Aztec-
Pictured Cliffs Pool, i t is advisable to have a portion of each proration period include 
both summer and winter months. Therefore, the f irs t proration period shall commence 
on March 1, 1955, and shall continue for a period of eleven months until February 1, 
1956. Future proration periods shall commence on the dates set out above. The amount 
of current gas allowable remaining unproduced at the end of each proration period shall 
be carried forward to and may be produced during the next succeeding proration period 
in addition to the normal gas allowable for such succeeding periods, provided, however, 
that whatever amount thereof is not made up within the f irs t succeeding proration 
period shall be cancelled. 

I f i t appears that such continued underproduction has resulted from inability 
of the well to produce its allowable, i t may be classified as a marginal well and its 
allowable reduced to the level of the well's ability to produce. 

I f , at the end of a proration period a marginal well has produced more than 
the total allowable assigned a non-marginal unit of corresponding size and deliverability, 
such marginal well shall be reclassified as a non-marginal well and its allowable 
prorated accordingly. 

I f , during a proration period a marginal well i s reworked or recompleted 
in such a manner that its productive capacity is increased to an extent that said 
well should be reclassified as a non-marginal well, the reclassification shall be 
effective on the f irs t day of the proration month following the date of recompletion. 

The Secretary-Director may reclassify a well at any time i f production 
data or deliverability tests reflect the need for such reclassification. 

RULE 12s Overproductions A veil which has produced a greater amount 
of gas than was allowed during a given proration period shall have i t s allowable for 
the f irst succeeding proration period reduced by the amount of such overproduction 
and such overproduction shall be made up within the f irs t succeeding proration period. 
I f , at any time, a well is overproduced an amount equivalent to six times its current 
monthly allowable, said well shall be shut-in during the current month. 

The Commission may allow overproduction to be made up at a lesser rate 
than would be the case if the well were completely shut-in i f , upon public hearing 
after due notice, i t is shown that complete shut-in of the well would result in material 
damage to said well. 

Granting of Allowabless 

RULE 13 s No gas well shall be given an allowable until Form C-10U and 
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Form C-110 have been filed, together with a plat showing acreage attributed to said 
well and the locations of a l l wells on the lease. 

RULE lht Allowables to newly completed gas wells shall commence 

(a) on the date of connection to a gas transportation 
facility, such date to be determined from an affidavit 
furnished to the Commission (Box 697, Aztec, New 
Mexico) by the purchaser. 

(b) the latest filing date of Form C-10U, C-110 or the 
above described plat, or 

(c) a date U5 days prior to the date upon which the well's 
ini t i a l deliverability and shut-in pressure test i s reported 
to the Commission on Form C-122-A. in conformance with the 
provisions of R-333-C, 

whichever date is the later. 

No well shall be assigned an allowable unless a deliverability test, taken 
in conformance with the provisions of Order R-333-C has been submitted. 

Deliverability tests shall be taken and calculated in conformance with Order 
R-333-C, the provisions of Rule 10 of this order and the testing schedule provisions 
of Order R-333-C. 

A change in a wells deliverability due to retest or test after recompletion 
or workover shall become effective the first of the month following receipt and approval 
of Form C-122-A for such test. Such tests shall be taken in accordance with Order 
R-333-C 

Deliverability tests taken during 195U shall be used in calculating allowablea 
for the proration period commencing March 1, 1955. Subsequent annual tests shall be 
used in calculating allowables for proration periods commencing during the next ensuing 
year. 

Reporting of Productions 

RULE 15s The monthly gas production from each well shall be metered 
separately and the production therefrom shall be reported to the Commission on Form 
C-115, and such report shall be postmarked on or before the 2Uth day of the month 
immediately following the month in which the gas reported was produced. The operator 
shall show on such report the disposition of the gas produced. 

Each purchaser or taker of gas in the Aztec Pictured Cliffs Gas Pool shall 
submit a report to the Commission, and such report shall be postmarked on or before 
the 15th day of the month immediately following the month in which the gas was purchased 
or taken. Such report shall be filed on Form C - l l l or Form C-llU, whichever i s appli
cable, and the wells shall be listed in approximately the samp order as they are found 
listed on the proration schedule. 

Forms C - l l l and C-llU as referred to herein shall be submitted in triplicate, 
the original being sent to the Commission at Box 871, Santa Fe, New Mexico, remaining 
copies will be sent to Box 697, Aztec, New Mexico and Box 20l£, Hobbs, New Mexico, 
respectively. 
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Forms C-115 shall be submitted i n accordance with Eule U l U of the Commission 
Rules and Regulations. 

The f u l l production of gas from each well shall be charged against the well 's 
allowable regardless of the disposition of the gasj provided, however, that gas used 
i n maintaining the producing ab i l i t y of the well shall not ba charged against the 
allowable. 

RULE 16% The term *gas purchaser* as used in these rules, shall mean any "taker* 
of gas either at the wellhead or at any point on the lease where connection is made to 
facilitate the transportation or utilization of gas. I t shall ba the responsibility 
of said "taker* to submit a nomination in accordance vith Rules 7 and 8 of this order. 

RULE 171 No gas, either dry gas or casinghead gas, produced from tho Aztec-
Picture dTcTifTs Gas Pool, except that gas used for "drilling-in* purposes, shall be 
flared or vented unless specifically authorized by Ordar of the Commission aftar notice 
and hearing. 

SPECIAL RULES AND REGULATIONS 
FOR THE SOUTH BLANCO-PICTURED CLIFFS 

GAS POOL 

Wall Spacing and Acreage Requirements for Drilling Tractsg 

RULE lg Any well drilled a distance of one mile or more from the outer boundary 
of the South Bianco-Pictured Cliffs Gas Pool shall be classified as a vildcat veil. 
Any well drilled less than one mile from the outer boundary of said pool shall be spaced, 
drilled, operated and prorated in accordance with the regulations in effect in the South 
Bianco-Pictured Cliffs Gas Pool. 

RULE 2 s Each well drilled or recompleted within the South Bianco-Pictured Cliffs 
Gas Pool shall be located on a tract consisting of not less than a quarter section of 
approximately 160 surface contiguous acres substantially in the form of a square which 
shall be a legal subdivision (quarter section) of the U. S. Public Land Surveys. 

RULE 3s "Any well drilled within the defined limits of the South Blanco-
Pictured Cliffs Gas Pool shall be located on a designated drilling tract consisting of 
not less than a quarter section which is a legal subdivision of the U.S. Public Lands 
Survey, such quarter section to contain approximately loO surface contiguous acres and 
to be substantially in the form of a square. Such well shall be located at least 990 
feet from the outer boundary of said quarter section, provided, however, that a 
tolerance of 200 feet is permissible." 

RULE Ut The Secretary-Director of the Commission shall have authority to grant 
exception to the requirements of Rules 2 and 3 where application has been filed in due 
form and such exception is required because of conditions resulting from previously 
drilled wells in the area or, in the case of Rule 3* the necessity for exception is 
based upon topographic conditions. 

Applicants shall furnish a l l operators of leases offsetting the lease containing 
subject well a copy of the application to the Commission, and applicant shall include 
with his application a l i s t of names and addresses of a l l such operators, together vith 
a written statement that a l l such operators have been properly notified by registered 
mail. The Secretary-Director of the Commission shall wait at least 20 days before 
approving any such exception, and shall approve such exception only in the absence of 
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objection of any offset operators. In the event an operator objects to the exception, 
the Commission shall consider the matter only after proper notice and hearing. 

RULE 5s The provision of Statewide Rule 10h, Paragraph (k), shall not apply 
to the South Bianco-Pictured Cli f fs Gas Pool. 

Gas Proration and Allocations 

RULE 6s (A.) The acreage allocated to a gas well for proration purposes 
shall be known as the gas proration unit for that well. For the purpose of gas alloca
tion in the South Bianco-Pictured Cliffs Gas Pool, a standard proration unit shall 
consist of approximately 160 surface contiguous acres substantially in the form of a 
square which shall be a legal subdivision (quarter-section) of the U. S. Public Land 
Survey; provided, however, that a non-standard proration unit may be formed after 
notice and hearing by the Commission or under the provisions of Paragraph (B) of this 
Rule. 

The allowable production from any non-standard gas proration unit as compared 
with the allowable production therefrom i f such tract were a standard unit shall be in the 
ratio which the area of the non-standard proration unit bears to a standard proration 
unit of l6o acres, subject to the provisions of Rule 9 of this order. Any gas proration 
unit containing between 158 and 162 acres shall be considered to contain 160 acres for 
the purpose of computing allowables. 

(B) The Secretary of the Commission shall have authority to grant an 
exception to Rule 6 (a) without Notice and Hearing where application has been f i led in 
due form and where the following facts exist and the following provisions are complied 
with s 

1. The proposed non-standard proration 
unit consists of less than l6o acres or where 
the unorthodox size or shape of the tract i s 
due to a variation in legal subdivision of the 
U. S. Public Land Surveys. 

2. The non-standard gas proration unit consists 
of contiguous quarter-quarter sections and/or 
lots. 

3. The non-standard gas proration unit l ies 
wholly within a single governmental section. 

U. The entire non-standard gas proration 
unit may reasonably be presumed to be pro
ductive of gas. 

5. The applicant presents written consent in 
the form of waivers froras 

(a) a l l operators owning interests in 
the section in which any part of the non
standard gas proration unit is situated 
and which acreage is not included in said 
non-standard gas proration unit. 
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(b) a l l operators owning interests in acreage 
offsetting the non-standard unit. 

6. In lieu of paragraph 5 of this rule, the applicant 
may furnish proof of the fact that said offset operators 
were notified by registered mail of his intent to form 
such non-standard gas proration unit. The Secretary 
of the Commission may approve the application i f , after 
a period of 30 days following the mailing of said notice, 
no operator has made objection to formation of such non
standard gas proration unit. 

RULE 7 s At least 30 days prior to the beginning of each gas proration period, 
the Commission shall hold a hearing after due notice has been given. The Commission 
shall cause to be submitted by each gas purchaser "Preliminary Nominations* of that 
quantity of gas which each purchaser in good faith actually desires to purchase within 
the ensuing proration period, by months, from the South Bianco-Pictured Cliffs Gas 
Pool. The Commission shall consider the "Preliminary Nominations" of purchasers, 
actual production, and such other factors as may be deemed applicable in determining 
the amount of gas that may be produced without waste from said pool within the ensuing 
proration period. "Preliminary Nominations" shall be submitted on Form C-121-A as 
prescribed by the Commission. 

RULE 8; In the event a gas purchaser's market shall have increased or decreased, 
purchaser may file with the Commission prior to the 10th day of the month a "Supplemental 
Nomination" showing the amount of gas the purchaser actually in good faith desires to 
purchase during the ensuing proration month from the South Bianco-Pictured Cliffs Gas Pool. 
The Commission shall hold a public hearing between the 13th and 20th days of each month to 
determine the reasonable market demand for gas from said pool for the ensuing proration 
month, and shall issue a proration schedule setting out the amount of gas which each well 
may produce during the ensuing proration month. "Supplemental Nominations" shall be 
submitted on Form C-121-A as prescribed by the Commission. 

Included in the monthly proration schedule shall be (a) a summary of the total 
pool allocation for that month showing nominations, and adjustments made for underage 
or overage applied from a previous month, (b) a tabulation of the net allowable and 
production for the second preceding month together with a cumulative overage or underage 
computation, (c) a tabulation of the current and net allowables for the preceding month, 
(d) a tabulation of current monthly allowable for the ensuing proration month, and (e) 
a tabulation of the acreage and deliverabilities assigned each well, and the factors 
assigned each well for use in calculating individual well allowables. The Commission 
shall include in the proration schedule the gas wells in the South Bianco-Pictured Cliffs 
Pool delivering to a gas transportation facility, or lease gathering system, and shall 
include in the proration schedule of said pool any well which the Commission finds is 
being unreasonably discriminated against through denial of access to a gas transportation 
facility which i s reasonably capable of handling the type of gas produced by such well. 
The total allowable to be allocated to said pool each month shall be equal to the sum 
of the preliminary or supplemental nominations, whichever is applicable together with 
any adjustment which the Commission deems advisable. 

I f , during a proration month, the acreage assigned a well is increased, the 
operator shall notify the Secretary-Director in writing of such increase. The increased 
allowable assigned the gas proration unit for the well shall become effective on the 
first day of the month following receipt of the notification by the Director. All 
Communications shall be mailed to the Director, at Box 871, Santa Fe, New Mexico. 
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RULE 9? The monthly gas allocation to the South Bianco-Pictured Cliffs Gas Pool 
shall be divided and allocated among the wells connected to a gas transportation 
facility in the following mannert 

The product obtained by multiplying each well's acreage factor by the calculated 
deliverability (expressed as MCF per day) for that well shall be known as the "AD" 
factor for that well. The acreage factor shall be determined to the nearest hundredth 
of a unit by dividing the acreage within the proration unit by l60. The "AD" factor 
shall be computed to the nearest whole unit, 

A tentative allocation shall be made by dividing seventy-five percent (7550 of 
the pool allocation among the wells in the proportion that each well's "AD" factor bears 
to the sum of the "AD" factors of a l l wells in the pool. 

The remaining twenty-five percent (25$) of the pool allocation shall be divided 
among wells in the proportion that each well's acreage factor bears to the sum of the 
acreage factors of a l l wells in the pool. 

When the tentative allowable received by a well is in excess of i ts known 
producing ability, the well shall be classed as a marginal well and i ts allowable 
limited to i ts known producing ability. The sum of the difference between the tentative 
allowables and the limited allowables of a l l marginal wells on the proration schedule 
shall be reallocated to the non-marginal wells by application of the same formula. I f 
such reallocation shall result in placing any other well within the marginal classification, 
the difference between the tentative allowable and the limited allowable of such marginal 
well shall be redistributed by application of the same formula until no well has received 
an allowable in excess of i ts known producing ability. 

Any well having a calculated allowable less than that of the largest allowable 
assigned a marginal well shall be assigned an allowable equal to the largest marginal 
allowable| provided that the allowable so assigned shall not be greater than the well's 
ability to produce. I f the allowable so assigned is greater than the well's ability 
to produce, the well shall be limited to its ability to produce. All wells with allow
ables so assigned shall be classified as marginal wells, 

RULE 10 s The calculated deliverability at the "deliverability pressure" shall 
be determined in accordance with the provisions of Order R-333-C. 

Balancing of Production? 

RULE 11; Underproductions The hours of 7 o'clock a. m., M, S. T . , February 1, 
and 7 o'clock a. m., M. S. T . , August 1, shall be known as balancing dates and the 
periods of time bound by these dates shall be known as gas proration periods. In order 
to effectively administer the prorationing of gas in the South Bianco-Pictured Cliffs Pool, 
i t i s advisable to have a portion of each proration period include both summer and winter 
months. Therefore, the f irst proration period shall commence on March 1, 1955, and shall 
continue for a period of eleven months until February 1, 1956. Future proration periods 
shall commence on the dates set out above. The amount of current gas allowable remaining 
unproduced at the end of each proration period shall be carried forward to and may be 
produced during the next succeeding proration period in addition to the normal gas 
allowable for such succeeding period; provided, however, that whatever amount thereof is 
not made up within the f irst succeeding proration period shall be cancelled. 

I f i t appears that such continued underproduction has resulted from inability of 
the well to produce i ts allowable, i t may be classified as a marginal well and i t s 
allowable reduced to the level of the well's ability to produce. 
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I f , at the end of a proration period a marginal well has produced more than 
the total allowable assigned a non-marginal unit of corresponding size and deliverability 
such marginal well shall be reclassified as a non-marginal well and its allowable pro
rated accordingly. 

I f , during a proration period a marginal well is reworked or recompleted in 
such a manner that its productive capacity is increased to an extent that said well 
should be reclassified as a non-marginal well, the reclassification shall be effective 
on the f irst day of the proration month following the date of recompletion. 

The Secretary-Director may reclassify a well at any time i f production data 
or deliverability tests reflect the need for such reclassification, 

RULE 12 j Overproductions A well which has produced a greater amount of gas 
than was allowed during a given proration period shall have its allowable for the 
f i rs t succeeding proration period reduced by the amount of such overproduction and 
such overproduction shall be made up within the f irs t succeeding proration period. 
I f , at any time, a well is overproduced an amount equivalent to six times its current 
monthly allowable, said well shall be shut-in during the current month. 

The Commission may allow overproduction to be made up at a lesser rate than 
would be the case i f the well were completely shut-in i f , upon public hearing after due 
notice, i t is shown that complete shut-in of the well would result in material damage 
to said well. 

Granting of Allowables 8 

RULE 13 i No gas well shall be given an allowable until Form C-10U and Form 
C-110 have been filed, together with a plat showing acreage attributed to said well 
and the locations of a l l wells on the lease. 

RULE Ikt Allowables to newly completed gas wells shall commence 

(a) on the date of connection to a gas transportation 
facil ity, such date to be determined from an affidavit 
furnished to the Commission (Box 697, Aztec, N. M.) 
by the purchaser, 

(b) the latest f i l ing date of Form C-10U, C-110 or the 
above described plat, or 

(c) a date h$ days prior to the date upon which the 
well's ini t ia l deliverability and shut-in pressure test 
is reported to the Commission on Form C-122-AV in 
conformance with the provisions of R-333-C, 

whichever date is the later 0 

No well shall be assigned an allowable unless a deliverability test, or a 
potential test taken in conformance with the provisions of Order R-333-C has been 
submitted. 

Deliverability tests shall be taken and calculated in conformance with Order 
R-333-C, the provisions of Rule 10 of this order and the testing schedule provisions 
of Order R-333-C. 
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A change In a wells deliverability due to retest or test after recompletion 
or workover shall become effective the first of the month following receipt and 
approval of Form C-122-A for such test. Such tests shall be taken in accordance with 
Order R-333-C. 

Deliverability tests taken during 195U shall be used in calculating allowables 
for the proration period commencing March 1, 1955. Subsequent annual tests shall be 
used in calculating allowables for proration periods commencing during the next 
ensuing year. 

Reporting of Production; 

RULE 15 s The monthly gas production from each well shall be metered separately 
and the production therefrom shall be reported to the Commission on Form C-115, and 
such report shall be postmarked on or before the 2lith day of the month immediately 
following the month in which the gas reported was produced. The operator shall show on 
such report the disposition of the gas produced. 

Each purchaser or taker of gas in the South Bianco-Pictured Cliffs Gas Pool 
shall submit a, report to the Commission and such report shall be postmarked on or 
before the l5th day of the month immediately following the month in which the gas was 
purchased or taken. Such report shall be filed on either Form C - l l l or Form C-llU, 
whichever is applicable, and the wells shall be listed in approximately the same order 
as they are found listed on the proration schedule. 

Forms C - l l l and C-llU as referred to herein shall be submitted in triplicate, 
the original being sent to the Commission at Box 871, Santa Fe, New Mexico, remaining 
copies will be sent to Box 697, Aztec, New Mexico and Box 20lj5, Hobbs, New Mexico, 
respectively. 

Forms C-115 shall be submitted in accordance with Rule 111U of the Commission's 
Rules and Regulations. 

The full production of gas from each well shall be charged against the well's 
allowable regardless of the disposition of the gasj provided, however, that gas used 
in maintaining the producing ability of the well shall not be charged against the allow
able. 

RULE 16% The term "gas purchaser" as used in these rules, shall mean any "taker" 
of gas either at the wellhead or at any point on the lease where connection is made 
to facilitate the transportation or utilization of gas. I t shall be the responsibility 
of said "taker" to submit a nomination in accordance with Rules 7 and 8 of this order. 

RULE 17? No gas, either dry gas or casinghead gas, produced from the South 
Bianco-Pictured Cliffs Gas Pool, except that gas used for "drilling-in" purposes, 
shall be flared or vented unless specifically authorized by order of the Commission 
after notice and hearing. 

The following provisions shall apply to the Aztec Pictured Cliffs Gas Pool, 
the Fulcher Kutz-Pictured Cliffs Gas Pool and the South Bianco-Pictured Cliffs Gas 
Pool. 

PROVIDED FURTHER, That in filing Form C-101, "Notice of Intention to Drill 
or Recomplete", or USGS Form 9-331-a, (whichever is applicable), a l l operators shall 
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s t r i c t l y comply with the applicable provisions of Rule 10it (b) . Accompanying the 
above form shal l be a plat of the acreage contained in the proration unit , together 
with a complete l i s t of a l l working interest owners designating the acreage they hold 
within the communitized area dedicated to the we l l 0 

PROVIDED FURTHER, That failure to comply with the provisions of this order or 
the rules contained herein shall result in the cancellation of allowable assigned to 
the affected we l l . No further allowable shal l be assigned to the affected well unt i l 
a l l rules and regulations are complied with. The Secretary-Director shal l notify the 
operator of the well and the purchaser, in writing, of the date of allowable cancellation 
and the reason therefor. 

PROVIDED FURTHER, That a l l transporters of gas or users of gas sha l l furnish 
connection notices to the Commission in accordance with the provisions of Rule l U , as 
soon as possible after the date of connection. 

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