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Gentlemen: ~m2w,

Western Natural Gas Company has contemporaneously here-
with made application for administrative approval of a non-
standard Eas roration unit of 160 acres comsisting of the SWiNE},
SEANWE, N kswf and NWiSEE of Sectiom 6, Township 25 South, BRange
37 Bast, Lea County, New Mexico. By this letter Western hereby
makes application for a retroactive gas allowable for said unit.

In support of this application Western advises the
Commission as follows:

(1) On July 17, 195k, Western first requested waivers
from offset leage owners with respect to said 160 acre gas pro-
ration unit. After waiting a considerable time waivers were re-
ceived from all offset owners except one, and Western learned -
during October of 1954 that this owner owned only the oll rightgeﬁ
under its lease, El Paso Natural Gas Company owning the gas rights.
The lease contains 40 acres.

(2) On October 28, 1954, Western wrote El Paso requesting
a waiver from it.

(3) In November of 1954 El Paso contacted Western, stat-
ing that El Paso desired to contribute its 4O acre lease in order
to make a 200 acre gas proration umit.

(4) On December 13, 1954, Western wrote to the offset
owners again, this time request agreement to a 200 acre non-
standard gas proration unit. Replies were received from all offset
owners within a month thereafter.
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(5) On January 21, 1955, El Paso wrote Western a letter

suggosting that El Paso's partieiiabien in the proposed 200 acre
unit to be on a depleted well basis. This was not acceptable to
Western and the matter was finally compromised at a meeting between
representatives of Westernand El Paso held on February 8, 1955.

(6) Considerable time was thereafter expended in the pre-
paration of necessary unit and operating agreements and the same
were not finally agreed upon by the ties until August 3, 1955.

On August 13, 1955, Western made application to the Commission for
a val of a non-standard gas proration unit to be comprised of the
160 acres owned by Western and the 4O asres owned by El Paso.

(7) On September 15, 1955, a hearing on Western's applica-
tion was held before the Commission in Santa Fe.

(8) On October 13, 1955, the Commission issued Order No.
R=704 which denied Western's application,

From about November 1, 1954, to October 13, 1955, Western
was engaged in an attempt to form a 560 acre gas proration unit
which would have prevented El Paso's 40 acre lease from being un-
allocated to any unit. This was done by Western in the good faith
belief that the interests of the convervation would best be served
by the formation of such unit and that, accordingly, the Commission
would expect Western to attempt to form the same. fe ag;:ars that
the only objection to the formatiom of the unit arose through the
decision of the Commission that as a matter of policy tracts would
not be considered to be tentiguous if they had only a common corner.
It is believed that the Westerm application raised the question for
the first time, and aceordintl estern should not be charged with a
lack of diligence in not anticipating the decision the Commission
would make. It 1s believed that if the pelicy question had not been
involved the Commission would have approved the 200 acre unit,

In view of the circumstances as above outlined, Western
requests that the 160 acre unit this day applied for be awarded an
allowable to have retroactive effect to November 1, 1954, the date
upon which Western could in all probability have obtained approval
of such 160 aere unit had the events above outlined not intervened.

El Paso Natural Gas Company has advised Western that if such
an allowable is granted El Paso will endeavor to take aufficient gas
from the unit to permit Western to utilise such allowable.

Very truly yours,

WESTERN/NATURAL GAS COMPARY
By: (f?% ,4:214(/1
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