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September 7, 1939

Honorable Glenn Staley
‘Proration Umpire
Hobbs, New Mexico

Ret Case No, 15, Committee on Rules, for the
purposes of working out suggested rules to
be presented to the Commission relating to:

() Certification of legality of production
of oil; (b) bagk a;;ewgggggg

My dear Glenn:

Pursuant to the conference held Sunday in your office with
regard to the proration sehedule of the Coumission, herewith please
find a suggested revision of the first two pages of the monthly
proration schedule in the form of & preface, signed as the 01l
Conservation Commission by the Secretary, the Honorable Frank
Worden, setting forth the substance of orders of the Commission
for bimonthly &llowables and making reference toc other orders which
- have been passed by the Commission and still other orders promul-
gating rules or similar rules that will be necessary to adopt, for
which purpose Case 15 was initiated and the hearing thereupon recessed
p:gding & report to the Commission by the Committee on suggested
ruies.

The revision of those first two pages assumes as followss That
instead of issulng a new schedule for each bimonthly period, one
schedule will be issued for both bimonthly periods for the purposes
of simplification, and further assumes for its legal basis the adop-
tion by order of the Commission under Case 15 in recess of pertinent
rules referred to hereinbelow. Allowables for wells completed during
the second bimonthly period are included in a separate proration
sheet.

Beretofore the ailowable for export purposes only for the Artesia-
Grayburg-Jaockson-ial jamar area has been by one order for the whole
month. This is really not in strict conformity with General State
Proration Order No, 1, which provideai

RAt the end eof eash half month period thereafter, the dis-
tribution in eash field shall be changed in order to take
into account all new wells which have been completed and
ware not in the s¢hedule during the previous half month
period."
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Therefore, I have suggested Lhe bresxing up of the Artesia-Grayburg-
Jaeisgn~ﬁaljaz&r export order, if and when used, into bimonthly
periods.

All that goes in the preface to the monthly proration schecule
zust have for sound legality the basis of an order legally sdopted
by the Commission, as, for instance, parsagraph 1 on the third puge
of the suggested revised preface is authorized by Oenersl State
Proration Order No. 1, in tuis:

*In these provisions, the terx ®*Unit? shall mean forty f
acres upon which there is at least one producing well, K
and the term 'darginel Unit' is a Unit taat will not

produce the top unilt allosuble for the field.®

Paragraph No. 2 on the third page of the suggested revised preface
to the monthly proration schedule must have as a basis s rule adopted
by an order of the Coanission under Cuse 15 in recess. The recessed
hearing of Case No. 15, Division (a) thereof, authorizes the edoption

Lthae ke _Wnsrein the Commlission wey certify &s to the authorizstion
of production. The adoption by the Commission of the bimonthly
ration schedules as the authorization of production thersin shown
greatly simplifies the matter and should be established by order &s &
rule of the Comzission.

«

.

o A oy

PTO~

The amount of baek allowables to be run during the two current
bizonthly periods should bs shown in & separate column in the monthly
preration schedule, which likewise should be adopted &3 & rule of the
Commission. In other words, & coluzmn 1s to be provided for current
allowsbles and a separate coluun for back allowables for use when
back allovables are permitted. That brings us dosn to the matter of
legally asuthorizing back allowables in the rules which the Cozzittee
on such rules is in the process of devizing as suggestions to the
Commission when it resumes its hearing from the recessed hearing in
Case 15, Division (b) thereof, pertaining to the adoption of rules
relating to the meking up of back allowables.

Inssmuch &8 the plan of & combined monthly prorstion schedule,
exbracing both the first and second bimonthly pericds, is being worked
on for purposes of simplification, oWviously the allowables for those
wells completed during the first bimonthly period camnot be shown
in the current monthly proration schedule. As discussed with you
in the recent conference &t Kobbs, the allowables for such wells can
be shown in a supplesental proration schedule. Therefore, paragrach 3
on the tulird page of the suggested revised preface to the monthly
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proration schedule becomes necessary and should be authorized by
8 rule udopted by order of the Comsission in recegseod Case No. 15.

Ia loglcal sequence, there should be & suiteble prefecs, signed
by the Commission, to accompeny the supplemental proration schedule
in guestion, a suggested forzs of whichk is 2180 enclosed.

Very truly yours,

OIL CONSERVATION COMEISSION

By

Carl B. Livingston
Attaorney

CBL:ik

Encls.




Septeaver &, 1939

Honoratle J. 0. Seth
Santa Fe, New dexico

Rel Case No, 15, Committee on Rules, for the
purposes of working oul suggested rules to
be presented to the Commi.sion relating toi
(a) Zertification of legality of production
of oil; (b} bacxk ailowmarles,

My dear Judge Seth:

BKegarding 141ies being worked upon by the Comzittes
on Kules in the above captioned matter, enclosed please find
curbon copy of the letter of even date to ¥r. Glean Staley,
fivration Umpire, at Hobbs, togetner witihh a copy of suggested
revised preface to the bironthly proration schedule. The
preface presumes the adoption of certein rules by order of
the Commizsion as a lagal basis for the preface. Tnsse
natters are more fully explained in the carben copy of the
letter to ¥r. 8taley.

1t was deaired by dr. Staley to have the suggested
revised praface to accozpany the sek of rulss wonich ae is to
draft and submit to the various zembers of the comuittee
for study. Fearing tnat some of tue fundamsntal points
zight possibly be overlooged, I have therefore taxen the
liberty to polnt out some of these to Mr. Staley in the
letter to him.

The preface &5 suggesited may need furiher revision.
Your suggestions will be infinitely valusble and profoundly
apprecisted.

4s soon as Mr. Staley =zends me a copy of nis draft
of the rules, they will be submitted tu you for your sug-
gestions.
Very truly yours,
OIL CONSERVATION COMMISSION

By

Carl B. Livingston
CBLiik Attorney
Encls.




