
October 27, 1950 

GALLUP INIEPEHIENT 

Gallup, Hew Mexico 

Rat Hotioa of Publication 
Case 238 

Gentlessmt 

Please publish the enclosed notioe once, inaediately. Please proof 
read the notice woefully and send a copy of the paper carrying sash 
notice to this office. 

upon COMPLETION OF TIE PUBLICITION SSIJD PUBLISHER'S AFFIDAVIT UI DUPLICATE. 

For payment, please submit steteaent in duplicate, and sign and return 
the enclosed voucher. 

PLEASE PUBLISH NOT LATER THAN J10TfE>BER 7, 1950. 

Very truly yours, 

STATE OF REV H5XIC0 
OIL COreERVATTOf, CQHMISSIOK 

RRSlbv 
end* 

B* R. Spurrier 
Se sie tary-Qireetor 
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G E N E R A L O F F I C E S 
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MIDLAND, TEXAS MIDLAND. TEXAS 
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December I k , 1950 

Mr. George Graham 
Attorney 
Oil Conservation Commission 
Santa Fe, Nev Mexico 

Dear George: 

On my last t r i p to Santa Fe you w i l l recall that I told you that 
I would write you suggesting; a provision that could be placed i n the monthly 
proration Order that would, in my opinion, provide against d i f f i c u l t i e s that 
might result from a late issuance of the schedule. 

The questions arising by reason of the schedule coming out after 
the f i r s t of the month to which i t is applicable could, of course, be 
handled by an earlier holding of the state-wide hearing such as is con­
templated by the hearing on December 22 fixing the dates for the hearings 
next year. The reaction that I have had from a number of parties as to the 
proposed dates for next year's hearings is that i t would be fine to have 
the hearings earlier in the month such as proposed, except for one thing. 
I think i t is generally true that the company representatives of a number 
of the operators in New Mexico also have West Texas under their jurisdic­
tion and i t is necessary for them to make both the New Mexico and the Texas 
state-wide hearings, I know that is true of our Mr. Smith as well as the 
representatives of several other companies. 

The date as proposed for the hearing on the 22nd would f a l l during 
the same general period during which the Texas hearings are held, and i t is 
the thought of a number of people that conflicts would inevitably occur 
between the dates of the two hearings. In such case the folks who are 
supposed to make both hearings would be able to make only one of them. I t 
is my thought that i f possible an effort should be made to avoid such conflict. 

As I suggested to you in Santa Fe, the matter could be hand.led by 
keeping the New Mexico hearings in the approximate date range of this year 
and by adding to the State-wide Oil Proration Order a provision to take care 
of the situation. 

Numbered paragraph 3 of the State-wide Oil Proration Order form 
reads as follows: 

"3. A proration schedule shall be prepared in accordance here­
with and shall become a part of this Order." 

I t is my thought that the problem presented could be taken care of by adding 
to the above quoted sentence the following: 
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"Until such time as such schedule is issued and distribu­
tors, producers and transporters are authorized, respectively, 
to produce and transport during the month covered by this Order 
on the per unit allowable basis set forth in the o f f i c i a l prora­
tion schedule for the month previous thereto. Upon the issuance 
and distribution of the o f f i c i a l proration schedule for the 
month covered by this Order, however, production and transporta­
tion for such month shall be adjusted to conform for such entire 
month to such schedule, subject to the rules and regulations of 
the Commission." 

I t is my thought that the inclusion of the above provision in 
the State-wide Order would, in the event of a late schedule, give a 
written authorization for a procedure that is at this time recognized 
as proper. 

An alternative to the above suggestion would be to incorporate 
in the rules and regulations of the Commission a rule to the same effect. 

At the present time Rule 503(c) provides for the issuance of 
the schedule. A second paragraph could be added to such subsection (c) 
which could read as follows: 

"Until such time as the o f f i c i a l proration schedule for a 
given month is issued and distributed, producers and transporters 
are authorized, respectively, to produce and transport during 
such month on the per unit allowable basis set forth in the 
o f f i c i a l proration schedule for the month previous thereto. 
Upon the issuance and distribution of the o f f i c i a l proration 
schedule for such given month, however, production and trans­
portation for such given month shall be adjusted to conform 
for such entire given month to such schedule, subject to the 
rules and regulations of the Commission." 

I am not planning to be present at the hearing on December 22, 
but I hope that the suggestions herein contained may be of some benefit. 

^ _ V e r y t r u l y yours, ^ 

Paxton Howard, General Attorney 
PH:AW 



S H E L L P I P E L I N E C O R P O R A T I O N 

Petroleum Building 

Midland, Texas 

December 8, 1950 

Mr. B. B. Spurrier 
New Mexico Oil Conservation Commission 
P. 0. Box 871 
Santa Fe, ̂ ew Mexico 

Dear Dick: 

I have a copy of Don McCormick's letter to you dated December 5 
in which he asks me to pass on to you my comment on the proposed Order 
in Case #238, dealing with the clarification of certain rules. 

I feel that Don's paragraph arrangement is better than the one 
submitted by me in that i t w i l l not necessitate a rearrangement of defi­
nition rules. 

There i s , however, a mistake in the proposed Order dealing 
with the amendment of Definition #56. Under that definition the term 
"under production" is correctly defined, but the term "under runs" is 
given the definition applicable to "over runs". The definition of 
"under runs" as submitted by me was as follows: 

"Under runs shall mean the amount of o i l or the amount of 
natural gas during a proration period by which a proration unit 
failed to have run an amount equal to that authorized on the 
proration schedule." 

I think i t is apparent that i n preparing the Order the definitions have 
just been confused and that the intent is to include the definition of 
"under runs" as I have above quoted. 

With this change, i t is my thought that the amendment of defi­
nitions and the proposed change in Rule 503(e) w i l l accomplish the 
desired purpose. 

You w i l l also recall that at the hearing I suggested that i t was 
my understanding that there was some feeling on the part of those pre­
paring the schedule that "back allowable" should not be published in 
the schedule and that i t would considerably simplify the handling of 
back allowable and the preparation on monthly schedules i f "back allowable" 
could be dropped from the schedule and handled either by a letter or 
Order of the Commission applicable to each allowance of back allowable. 

I did not urge such a change in procedure, but merely brought i t 
up because i t was considered in a number of sources as being desirable and, 
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as a matter of fact, i t is my personal opinion that the handling of 
"back allowable", from the standpoint of preparing the schedule, pro­
bably would be simplified i f the suggestion were adopted. 

At the hearing I did c a l l attention to the fact, however, that 
i f the proposed procedure on "back allowable" was adopted i t would be 
necessary to change the f i r s t sentence of Rule 503(f) to read as follows: 
(necessary additions underscored). 

"All legal and authorized back allowable available for 
purchase w i l l be published i n the monthly proration schedule 
or shall be authorized by letter or Order of the Commission." 

I merely c a l l attention to this in the event that the Commission plans 
on adopting a new procedure on "back allowable" and desires to incorporate 
in this Order amending rules a provision to take care of the situation. 

I want to thank you and the Commission for your consideration of 
my proposals and i t is my belief that a clarification of the rules as 
suggested w i l l take care of several questions that have been troublesome. 

PH:AW 

cc: Mr. Don G. McCormick 
c/o Reese & McCormick 
Attorneys at Law 
Bujac Building 
Carlsbad, New Mexico. 

Very truly yours 

Paxton Howard, General Attorney 



H E E S E A ^ D M C C O R M I C K 
A T T O R N E Y S AT LAW 

G E O R G E ! L. R E E S E . J R . 
D O N G- M C C O R M I C K B U J A C B U I L D N G 

S. M. R U T H E R F O R D , TXT 
C A R L S B A D . X E W M E X I C O 

Deceaoer •:•, 1950 

i 

..r. r.. ... s p u r r i e r 
_.ev; ...ezico w i l Conservation Coioaission 
ro;. t Off ice Sox 571 
uanta ;-• e , i:e,v .Mexico 

1 Cc.ve your l e t t e r of ~ Decemoer 1950. as reqv.ested, 
i nave prepared Orders i n Oases ho. 23d, No. 259, and 
ho. 241, and trie same are enclosed ae re w i t h . *ilso , I 
an r e t u r n i n g to ycu tne f i l e s raicii you sent w i t h your 
l e t t e r . 

As to Case Ko. 233, I am sending a copy of t:xis pro­
posed Order t o - r . Paxton Howard, w i t h tne S h e l l Pipe­
l i n e Corporation i n Midland, Texas, and o j a copy of 
t h i s l e t t e r , I am requesting aim to advise you i f the 
proposed Order meets w i t h h i s approval. I f he answers 
favorably, I suniest you go ahead ana sign the order. 
I f 'ie has objections to i t , he should so advise ycu, 
and v/e w i l l con s l u t f u r t h e r about an Order i n t h i s 

Very t r u l y y yours, 

/ arv 

cc :,LT . Paxton Ho./ard 
o n e l l Pipeline Oorpo 
.midland, lexas 

r a t i o n 
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December 4, 1950 — 4 o 

Mr. Don MeCoraick 
Bujac Bonding 
Carlsbad, New MBxieo 

Dear Don* 

Enclosed please find applications in connection with Cases 238, 
239 and 241, heard in Santa Fe an Koveafcer 21, 1950. 

Cases 239 and 241 are self-explanatory. In regard to Case 238, the 
Comlssion is favorably impressed with tide, and although the record 
shews that i t was taken tinder adviseaent, i t has now been determined 
that this Is OK to go. 

Very truly yours, 

R. R« Spnrrier 
Secretary-Directoar 

SBStbv 
enela* 

P.S. Please return these enclosures, when you have the 
orders written up. 



New Mexico 
OIL CONSERVATION COMMISSION 

G O V E R N O R T H O M A S J . M A B R Y 
C H A I R M A N 

L A N D C O M M I S S I O N E R G U Y S H E P A R D 
M E M B E R 

S T A T E G E O L O G I S T R. R. S P U R R I E R 
S E C R E T A R Y A N D D I R E C T O R 

P. O. B O X 1 5 4 5 

H O B B S , N E W M E X I C O 

November 14., 1950 

23? 

Mr. R. R. Spurrier 
New Mexico Oil Conservation Commission 
Box 871 
Santa Fe, New Mexico 

Dear Mr. Spurrier: 

Since the matters of current shortage under Rule 503 (e) and back 
allowable under Rule 503 (f) are coming up for hearing on November 
21, I'm transmitting herewith some thoughts on both matters which 
I think might help to simplify them. 

Rule 503 (e) states that "Current o i l shortages may be made up or 
unavoidable overages compensated for during the second proration 
period next following the proration period i n which such shortages 
occurred." I believe this would be better understood i f stated as 
follows: "Current o i l shortages may be made up or unavoidable overages 
compensated for during the next proration period following the proration 
period i n which the shortages or overages occurred without further 
authorization by the Commission." 

I t seems to me that i f the transporters would abide s t r i c t l y by 
such a regulation i t would largely eliminate the necessity for back 
allowable. 

According to Rule 503 (f) a l l back allowable is to be published i n 
the proration schedule for three consecutive months or u n t i l i t has 
been made up. I believe this to be impractical for the following 
reasons: 

1. Back allowable is not a part of the state daily allocation. 

2. To l i s t back allowable on the proration schedule for three 
months would be useless repetition. 

3. Production reports are necessarily a month late i n reaching 
this office and i t is reasonable to expect that we would s t i l l 
be authorizing back allowable after i t had been made up. 

To simplify this matter I suggest the following procedure: 

Upon receipt of the operator's application we w i l l verify the amount 
of the shortage by our records and authorize i t by letter as legal 
back allowable. The transporter, of course, in running back allowable 
w i l l be governed by the regulations as to the rate and time for making 
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i t up. In my opinion no further authorization should be necessary. 

It occurs to me also that the regulations should establish the d a i l y / ^ 
rate at which back allowable should be made up. I believe too that ° 
eligibility for back allowable should be limited to top allowable wells 
and that no well should be granted back allowable i f the records indicate 
an accumulative overage,even though a shortage is shown for the last 
three months. 

I offer these suggestions in the hope that they may be of use to you 
in formulating revisions of the above mentioned regulations. 

Tours very truly, 

Proration Manager 

ALP/cd 



October 27, 1950 

ROSWELL DISPATCH 

Roswell, New ifexico 

Ret Notice of Pablication 
Case 238 

Gentlenent 

Please publish the enclosed notice once, immediately* Please proof 
read the notice carefully and send a copy of the paper carrying sash 
notice to this office. 

UPON GOHHEHOH OF TT23 PUBLICATIO"; SSKD HJBLISIER»S AFFIDAVIT IN DUPLICATE. 

For payasst, please srubc&t statement in duplicate, end sign and retain 
the enclosed voucher. 

PLEASB PUBLISH IIOT LATER THAN 30VBWER 7, 1950. 

Very truly yours, 

STATE OF Wd IEXIC0 
OIL CONSERVATION COMMISSION 

RRSsbv 
enel* 

R. R. Spurrier 
Secretary-Director 



October 27, 1950 

CARLSBAD CTJRKE'IT ARGUS 
Carlsbad, Nov Msxieo 

Bet Notice of Publication 
Cases 238, 2A1 and 242. 

QenUeaeni 

Please publish the onrloscd notice once, iEoedlately, Pleese proof 
read the notice carefully and send a copy of the paper oarrying sash 
notice to this office. 

UPON C0MPXETI0E OF THE PDBHC4fI0!! SEND PUBLISHER'S AFFIDAVIT IN DtJPLlCABS. 

For payment, please submit ststeaent in duplicate, sad sign end return 
the enclosed Toucher. 

PLEASE PUBLISH SOT LATER THAN BOVErffiBR 7, 1950. 

Vary truly yours, 

SCAB OF, 1EW MEXICO 
OH. CONSERVATION COMflSSTOH 

RRStev 
end. 

R. R* Spurrier 
Seers tary-Direotor 



AFFIDAVIT OF i'UBLICATIOX 

County of Chaves 

State of New Mexico. 

i , Lynn...'!,...Crois.s.ant.. 

..Bookkeeper 

Of the Roswell Daily Record, a daily 
newspaper published at Roswell, New 
Mexico, do solemnly swear that the 
clipping attached hereto was published 
>>nce a week in the regular and entire 
issue of said paper, and not in a sup­
plement thereof for a period of 

..Qn.?. weeks 

beginning with the issue dated 

31. October 19 5.0. 

and ending with the issue dated 

x 31 October 1 9 50 

•ye ix 
Sworn and subscribed (o before me 

this . . i , day of 

. ^ •• 19.-::....:... 

Notary Public. 

My commissiun expires 

Run 31 Oct. 
NOTICE OF PUBLIC 
STAT 

oi 

0 l 1 c ° ^ H I i ^ H I W P s s i o n 
hereby git*SSiji4I*>. yamiaht to 
law and the Rules' and Regalations 
of said Commission promulgated 
thereunder, of the following pub­
lic hearing to be held November 
21, 1950, beginning at 10:00 

[O'clock A.M. on that day in the 
, City of Santa Fe, New Mexico, in 
the Capitol (Hall of Representa­
tives). 
'STATE OF NEW MEXICO TO: 
i All named parties in the follow-
• ing. cases" and notice to the pub-
j lie: 
(Case 238 
! In the matter of the application' 
; of Shell Pipeline Corporation to 
! amend for the purpose of clari­

fication, Rule 503 (e) and Rule 
503 (f) of Order No, 850, being : 

the Rules and . Regulations of 
the New Mexico QiJ Ccjnserva-
vation Commission, in order 

, that.the same may be construed 
as covering underruns and over­
runs, etc. 

GIVEN under the seal of the 
Oil Conservation Commission of 
New Mexico, at Santa Fe, New 
Mexico, on October 27, 1950. 

STATE OF NEW MEXICO 
OIL CONSERVATION 
COMMISSION. 
R. R. SPURRIER, 

(Seal) 
Secretary. 

n 

19.. 
(Seal; 



JSERVJjrtOV 
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^New Mekico by it& \ 
; Cpramission here^ 

„ . „ notice iHjn^iaqt. to. law 
and the Rules arid Regulations of 
said. C o m m i s s i o n p i j^p lge ted 
thereunder, of the i o u o w « y j p a i > u c 

~ .held M y t m g f r j l i , 
10:00 

:*e City of Santa' 

lowing cases and 
public:. 

£ase 23B ' 
I n the matter :o i 

ttjlMd £ar the 
Jjj^vRute 5D|£ 
gf fp rde r N 
and Regi " 
co Oil, 
in order thafc-
;onstiu(§d 
and s ^ T u n s v eto. 

^Uflder the 
, -vatiasn Comi . ^ „ 

1 Mexfeft, at Santa Fej f few Mexico, 
SttjOctober 27, 1950. 

i STATE OF NEW MEXICO 
j ' OIL* COMMISSION C O M -

M I S ^ O N 
R. R. SPURRIER, 
SECRETARY 

Oil 
New 

avit o f Publication 

STATE OF NEW MEXICO, ) 

) ss: 
COUNTY OF McKINLEY ) 

. l i , V,:oodard 
oath, deposes and says: 

being duly sworn upon his 

That he i s . . . . ^ ^ 1 : . : . ^ ^ " of the Gallup 
Independent, a newspaper published in and having a general circula­
tion in MeKinley County, New Mexico, and in the Town of Gallup, 
therein: that this affiant makes this affidavit based upon his own per­
sonal knowledge of the facts herein sworn to. That the publication, a 
copy of which is hereto attached was published in said newspaper, in 
the regular and entire issue of each number of said newspaper during 
the period and time of publication and said notice was published in the 

newspaper proper, and not in a supplement thereof, for. 

weeks consecutively, the first publication being on the-lS-fc day 

of. ./^OV.CJ.lbei? , l j )f tQ.. . , the second publication being on 

the day of 19. 

the third publication being on the day of 

, 19 

end the last publication being on the day of. 

,19 

That such newspaper, in which such notice or advertisement was 
published, is now and has been at all times material hereto, duly quali­
fied for such purpose, and to publish legal notices and advertisements 
within the meaning of Chapter 12, of the statutes of the state of New 
Mexico, 1941 compilation. 

o \ r 

Affiant. 
Sworn and subscribed to before me this day of 

.-V.Vr, A. D., 19. 

7- • 

My commission expires 

Notary Public. 



S H E L L P I P E L I N E C O R P O R A T I O N 

Petroleum 
H H S X i r B U I L D I N G TELEPHONE CARTOL ,. 8t 

Midland 
mmtrnffixj EX AS 
June 6, 1950 

2 

Oil Conservation Commission of New Mexico • 
Santa Fe, New Mexico 

Attention: Mr. Spurrier 

Gentlemen: Subject: Amendments to Rules 

I understand that on June 22 the Commission w i l l hold a hearing 
for the purpose of considering amendments or clarifications of the new rules. 

There is a matter that has been causing Shell Pipe some concern 
and I believe i t has also bothered some of the other pipe line companies. 
I t is my intention to bring the matter up at the June 22 hearing but I wish 
at this time to advise you of the question so that i t may be considered by 
you and by your attorneys. 

I attach hereto a copy of a letter addressed to me from the Houston 
office of Shell Pipe which I think rather thoroughly covers the questions 
involved. I also attach copy of my reply i n which I have attempted to answer 
these questions. 

As you can see, there is uncertainty as to the meaning of rules 
0̂3 (e) and (f) when construed in connection with the definitions of "back 
allowable", "overage, or overproduction", and "shortage, or underproduction". 

To specifically state the problem suppose that a certain lease 
had an allowable of 1,000 barrels for the month of May. The last run from 
the lease is made on May 26, at which time the accumulated runs during May 
total 900 barrels. The lease therefor i s entitled to another 100 barrels 
for the month of May. Another run i s not made from the lease, however, 
u n t i l June 3. Can the pipe line company consider that the f i r s t 100 barrels 
run during the month of June was legally produced during May and that i t is 
entitled to run such one hundred (100) barrels of o i l i n June without a 
special order or authorization from the Commission? 

As one who worked on the Legal Committee in preparing the new rules, 
I know that i t was my thought, and I believe i t was the thought of the Commit­
tee, that the 100 barrels underrun in the above example was a "current o i l 
shortage" as provided i n rule 503 (e) and that said rules authorized the 
pipe line company to run such shortage during the next two proration periods 
without any further order or authorization from the Commission. I think I 



Page 2 - Oil Conservation Commission of New Mexico 
Amendments to Rules 

am also right i n saying that that is the interpretation that your Commission 
gives to the rule. 

The monthly schedules formerly carried "over" and "short" columns, 
which columns gave a specific authority for making up underruns such as above 
described. Since such columns have been discontinued i n the schedule, I think 
the question has arisen by reason of the fact that the three definitions of 
the above stated terms are limited i n their wording to actual production and 
do not specifically refer to runs. 

I t i s my opinion that i t would be well to clarify this situation i n 
the rules either by amending or adding definitions to cover "underruns" and 
"overruns" and by broadening rule $03 (e), or by an interpretive ruling of the 
Commission. I am doing some work on the subject and at the June 22 hearing 
hope to have something definite to present. 

In the meantime, I would appreciate i t i f you and your attorneys 
would give some consideration to the questions raised to the end that we 
may work out some proper clarification. 

Very tru l y yours, 

Pax ton Howard, 
Attorney 

PH:MK 



SHELL PIPE LINE CORPORATION 

Shell Building 
Houston 2, Tex. 

C O P T May 5, 1950 

In Res Rule 503, Mew Mexico 
Conservation Commission 

Rules end Regulations 

Mr. Paxton Howard 
c/o Shell Oil Company 
Midland, Texas 

Dear Mr. Howard: 

This will confirm your phone conversation April 28th. 

In your opinion, (1) does paragraph (e) of captioned rule permit 
connected pipe lines to make up (run) shortages or compensate for (under-
run) overages, resulting from runs versus allowable? And in consideration 
of the fact that Shell Pipe Line Corporation i s an interstate carrier, (2) 
does such action on its part comply with State and Federal regulations? 
In the event that a l l of the shortage is not run or a l l of the overages is 
not compensated for, during the second proration period, (3) does remaining 
shortage then become an item subject to publication on proration schedule 
at the request of the producer? (it) And is remaining overage automatically 
held back by pipe line until entirely liquidated? 

Or (5) does this paragraph (e) apply only to production and does 
the word shortage mean underproduction and overage mean overproduction. 
(See definitions U, 111 and 56j throughout the definitions and regulation* 
back allowable, shortage and underproduction appear to be synonomous.) 

(6) Is the back allowable published in the proration schedule 
the result of runs versus allowable with overproduction deducted and with 
the same consideration being given to over-runs? 

(7) Does this back allowable figure represent the amount that 
may be produced and/or run and how will the producer and transporter know 
to distinguish between them? 

(8) Where the operator does not apply for back allowable and/or 
shortage how does the Commission take care of any accumulated overproduction? 



Page 2 - Rule $03, New Mexico Conservation 
Commission Rules and Regulations 

(9) In paragraph (c) of Rule $03, reading in part "the production 
of oil from the various units in strict accordance with the schedule and the 
purchase and transportation of oi l so produced." Does not this quote con­
f l i c t with and contradict paragraph (e) insofar as shortages are concerned? 
And should not paragraph (e) apply only to overages (overruns and overproduc­
tion)? 

(10) In paragraph (f ) , relative to back allowable is i t not incum­
bent upon the producer to prove that: (a) oil was produced legally and for 
one or more of the three justifiable reasons was not run by pipe line} and 
(b) i f such proof is shown and so accepted and published on the following 
proration schedule by the Commission, does not this comply with the quoted 
part in question nine above and further substantiate our query in the same 
question regarding paragraph (e) as applicable only to overages? 

(11) Does the wording in paragraph (e): 
"Current oi l shortages may be *#*»" mean the next month (proration period) 
after the shortage or overage occurs? And (12) does the wording, same 
paragraph second line: "during the second proration period next following***" 
mean 60 days after shortage or overage occured and is i t applicable to pub­
lished shortages and overages on proration schedules prior to April 1? 
Since shortages and overages are left off of April schedule, i t would seem 
that this rule should be clarified or rewritten. 

May we thank you in advance for your help in this matter. 

Yours very truly, 

SHELL PIPE LINE CORPORATION 

By 

FCB»nb 



Midland 
XXXSCXXXXXX 

Jam 6, 19$0 

Oil Conservation Comission of New L exico 

Pas- ta Fe, Sew HexLco 

Attention: *'r. Spurrier 

Gentlement Subject: Amendments to Rules 
I understand that on June 22 the Commission will hold a hearing 

for the purpose of considering amendments or clarification* of the new rules. 

There la a natter that has bean causing Shall Pipe some concern 
and I believe i t has also bothered some of the other pipe Una companies. 
It is my intention to bring the matter up at the Jsae 22 hearing but I wish 
at this time to advise you of the question so that i t may be eonaidered by 
you and by your attorneys. 

I attach hereto a copy of a letter addressed to a* from the Houston 
office of Shell Pipe which I think rather thoroughly covers the questions 
involved. I also attach copy of my reply in which I have attempted to answer 
these questions. 

As you can see, there is uncertainty as to the Meaning of rales 
$03 (s) and (f) when construed in connection with the definitions of "back 
allowable", "overage, or overproduction", and "shortage, or underproduction". 

To specifically state the problem suppose that a certain lease 
ha^ an allowable of 1,000 barrel* for the month of May. The last run from 
the lease is made on May 26, at which time the accumulated runs daring May 
total 900 barrel*. The lease therefor is entitled to another 100 barrels 
for the month of Kay. Another ran is not made from the lease, however, 
until June 3. Can the pipe Una company consider that the f irs t 100 barrels 
run during the aonth of June was legally produced during May and that i t is 
entitled to run such on* hundred (100) barrel* of oi l in June without a 
special order or authorisation froa the Commission? 

As on* who worked on the Legal Committee in preparing the new rule*, 
I know that i t was my thought, and I believe i t was the thought of the Commit­
tee, that the 100 barrels underrun la the above example was a "current o i l 
shortage" as provided in rule 503 (*) and that said rule* authorised the 
pipe line company to run such shortage during the next two proration period* 
without any further order or authorisation froa the Commission. I think I 
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am also right in saying that that is the interpretation that your Commission 
gives to the rule. 

The monthly schedules formerly carried "over" and "short* columns, 
which columns gave a specific authority for making up underruns such as above 
described. Since such columns hev* been discontinued in the schedule, I think 
the question has arisen by reason of the fact that the three definitions of 
the above stated terms are limited in their wording to actual pradaption and 
do not specifically refer to runs. 

It is my opinion that it would be well to clarify this situation in 
the rales either by amending or adding definitions to cover "underruns* and 
"overruns" and by broadening rule $03 (e), or by an interpretive ruling of the 
Commission. I am doing some work on the subject and at the June 22 hearing 
hope to have something definite to present. 

In the meantime, I would appreciate i t i f you and your attorneys 
would give some consideration to the questions raised to the end that we 
may work out some proper clarification. 

Very truly yours, 
Original Signed By 
Paxton Howard 

Paxton Howard, 
Attorney 

PHiWK 
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June 6, 1°$0 

Mr, R. Chas, Nicholson 
Shell Pipe tine Corporation 
Shell Building 
Houston 2, Texas 

3asr Vr. Nicholsoni In Bet Rale $03, New Mexico Conservation 
Commission Rulas sad Regulations 

I here bean studying the inquiries contained la your latter of 
May 5 regarding the above subjeet and give yea herewith ay conclusions t 

It is my opinion that subparagraphs (a) and (f) , considered in 
connection with definitions h, UI and 56, do not give a clear answer to your 
questions (1) and (2), This is by reason of the fast that the tern "abort-
age" in definition 56 dees refer to aetual underproduction during a proration 
period and does not specifically cover undernms. At the""time the raise were 
rewritten the proration schedule contained underage and overage eeltsane and 
the matter of rune versus allowable was taken ears of by such eelamns. Since 
however these oolumns have bean eliminated on the schedule there probably ia 
some need for clarification* 

Take an example in which, on the May schedule, a eertain lease is 
shown as having an allowable of 1000 barrels. The pipe line makes its last 
run from the lease on May 25, which brings the total May runs from the lease 
up to 900 barrels. Thereafter, and during the month of Kay, the lease pro­
duces its other 100 barrels of allowable, but another run is not made from 
the lease until June 3. Therefore, during June, 100 barrals of May allowable 
is run. Tour inquiry is whether under the rules you have authority to run 
such 100 barrels of May oil and to assume that i t was legally produced during 
May and i f you are protected i f you do run it* 

Although the definition of * shortage" does not specifically cover 
this situation, it is my opinion that "current oil shortages* as used in 
paragraph 503 (e) is intandsd to cover this situation and that auch underruns 
may be made up during the next 60 days without any special order froa the 
Commission. 

To further support this conclusion, you have the fact that the May 
schedule authorised the production and transportation of 1000 barrels ef oil 
and there is no requirement that such 1000 barrels must be ran from the lease 
during the month of Way. 
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I hare checked the interpretation given to this Batter by the Coav 
Bdssion and as advised that the Commission Interprets the rules in the manner 
above set forth. Since the "underage" and "overage" columns have bean ellai-
nated froa the aohedule I think i t would be wall either to have soae amendment 
to the rules or soae interpreative statement ef the Cn—1 salon olarifying this 
matter, although i t is ay opinion that even befare suoh elarifieatian yea are 
acting legally in making runs as above set forth, and that you should continue 
to make such runs, 

My answer, then, is "yes" to both your paragraphs (1) and (2). 

My answer is also "yes" to both your question (3) and your queation 
(U)« It is my opinion that i f such shortage is not mad* up daring the aeeond 
proration period, the underage would be subject to the back allowable rale. 
Such situation, however, would arise only where the failure of the purchaser 
to take current allowable had resulted in an actual shutdown of the leas* and 
the underage was actually "backallowable" or "underproduction" a* defined la 
the rules. Under normal operating conditions underruns of oil actaally pro­
duced would be made up during the succeeding month. 

Answering your question ($), the strict wording of the definitions 
would indicate that 503 (e) refers only to actual underproduction or overpro­
duction, although I have set out above my belief as to the intent and tha 
interpretation placed thereon by the Conservation Commission. I have alao 
stated the need of clarification. 

Answering your question (6), i t is my opinion that the back allowable 
published in the proration schedule takes into oenside rati on runs versus allow­
able with overproduction deducted and with the same consideration being given 
to overruns i f the overage has not been made up during the second proration 
period following its occurrence. This is particularly true i f the failure of 
purchaser to take is the cause of the backallowable. 

Answering your question (7), i t i s ay opinion that the back allow­
able figure represents the amount that may be produced and run, and that 
there is no need for distinguishing between them. 

I do not quite understand your question (8). I t is my opinion, 
however, that any shortage, whether caused by underproduction or by under­
runs, becomes back allowable unless i t is made up during the second proration 
period following the shortage, and that suoh underage would have to be applied 
for by the operator and placed on the back allowable schedule. 

Answering your question (9), I do not think that the two conflict 
when read together. Subparagraph (c) is the general authorisation for 
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production, purchase and transportatlcsi, and subparagraph (̂ ) afferda a 
flexibility to aake the rulaw workable; Neither do I feel that subparagraph 
(e) should apply only to averages. 

Answering your question (10) (a), you will note that the failure 
of the pipe line to run the oil is only one of the three Justifiable reasona 
for back allowable. One of the three reasons for back allowable is failure 
of the purchaser to run the oil, but the other two reasons are in connection 
with production. As regards your question (10) (b), ay answer would be "no". 

Answering your Question (11), i t is my opinion that the shortage 
or overage may be mads up during the two proration periods following the 
proration period in which the shortags or overage occurred, and that such 
period is applicable to published shortages and overages on proration sche­
dules prior to April 1. 

Summing up, the basic principle is this. The Schedule fixes the 
allowable of each well for each month. To allow for flexibility, there is 
an adjustment period of two proration periods during which overages or under-
ages, whether can sad by runs or production, may be balanced without special 
Ccsmdsslen order. If not balanced oaring that period, undo rages can be es­
tablished only by application to the Commission and a back allowable order. 
Overages must be balanced during such period. 

The basic principle of this problem has bean discussed several 
times with the proper parties and is correct. In answering soma of your 
specific questions as to actual calculations, my answers have been based 
on my own belief as to how the calculation would be made* 

I have advised the Oil Conservation Commission of this question 
and that I will bring it up at the June 22 hearing for clarification. I 
feel that i t ia important that one of your representatives meat me in Santa 
Fe at the hearing. 

Very truly yours, 

Original Signed By 
Paxton Howard 

Paxton Howard, Attorney 

PHiMK 
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Mr. R. Chas. Nicholson 
Shell Pipe Line Corporation 
Shell Building 
Houston 2, Texas 

Dear Mr* Nicholson. In Ret Rule 503, New Mexico Conserration 
Commission Rules and Regulations 

I hare been studying the inquiries contained in your letter of 
May 5 regarding the above subject and give you herewith ay conclusions t 

It is ay opinion that subparagraphs (e) and (f) , considered in 
connection with definitions k, hi and 56, do not give a clear answer to your 
questions (1) and (2). This is by reason of the fact that the tern "short-
age" in definition 56 does refer to actual underproduction during a proration 
period and does not specifically cover undernma. i t the time the rules were 
rewritten the proration schedule contained underage and overage coliasns and 
the natter of runa versue allowable was taken ears of by such columns. Since 
however these columns have bean eliminated on the achedule there probably la 
soae need for clarification. 

Take an example in which, on the May schedule, a certain lease is 
shown as having an allowable of 1000 barrels. The pipe line makes its last 
run from the lease on May 25, which brings ths total May runs from the lease 
up to 900 barrels. Thereafter, and during the month of May, the lease pro-
ducee its other 100 barrels of allowable, but another run is not made from 
the lease until June 3. Therefore, during June, 100 barrels of May allewable 
is run. Tour inquiry is whether under the rules you have authority to run 
such 100 barrels of May oil and to assume that i t was legally produced during 
May and i f you are protected i f you do run i t . 

Although the definition of "shortage* does not specifically cover 
this situation, i t is ay opinion that "current oil shortages" as used in 
paragraph 503 (e) is Intended to cover this situation and that auch underruns 
may be made up during the next 60 days without any special order froa the 
Commission. 

To further support this conclusion, you have the faot that the May 
schedule authorised the production and transportation of 1000 barrels of a i l 
and there is no requirement that such 1000 barrels must be run from the lease 
during the month of Way. 
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I have checked the interpretation given to this setter by the Coat-
misalon and am advised that the Coamission interpret* the rule* in the manner 
above aet forth. Sines the "underage" and "overage" columns have bean elimi­
nated from the schedule I think i t weald be wall either to have some amendment 
to the rales or soae interpreative statement ef the Ceamdssion clarifying this 
matter, although i t ia ay opinion that even before sash clarification you are 
acting legally in making runs as above set forth, and that you should continue 
to make such runs* 

My answer, then, is "yes* to both your paragraphs (1) and (2). 

My answer is also "yes" to both your question (3) and your question 
(U). It ia my opinion that if such shortags is not aada up during the second 
proration period, the underage weald be subject to the back allowable ruls. 
Such situation, however, would arise only where the failure of the purchaser 
to take current allowable had resulted in an actual shutdown of the lease sad 
the underage was actually "backallowable" or "underproduction" as defined in 
the rules, under normal operating conditions underruns of oil actually pro­
duced would be mad* up during ths succeeding month. 

Answering your question (5), the strict wording of ths definitions 
would indicate that $03 (e) refers only to actual underproduction or overpro­
duction, although I have sat oat above my belief as to the intent and the 
interpretation placed thereon by the Conservation Commission. I have also 
stated the need of clarification. 

Answering your question (6), i t i s my opinion that the back allowable 
published in the proration schedule takes into consideration runs versus allow­
able with overproduction deducted and with the same consideration being given 
to overruns i f the overage has not been made up during the second proration 
period following ita oceurreaoe. This is particularly true i f the failure of 
purchaser to take ia the cause of the backallowable. 

Answering your question (7), i t i s my opinion that the back allow­
able figure represents the amount that may be produced and ran, and that 
there ia no need for distinguishing between them. 

I do not quite understand your question (8). I t is ay opinion, 
however, that any shortage, whether caused by underproduction or by under-
run*, becomes back allowable unless i t is made up during the second proration 
period following the shortage, and that such underage would have to be applied 
for by the operator and placed on the back allowable schedule. 

Answering your question (9), I do not think that the two conflict 
when read together. Subparagraph (c) is the general authorisation for 
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production^ purchase and transpojstatien^ and aubparagragfi jfe) affords a 
flexibility to ask* the rules workable. Neither do I feel that subparagraph 
(e) should apply only to oversges. 

Answering your question (10) (a), you will note that the failure 
of the pipe line to run the oil is only one of ths three justifiable reason* 
for back allowable. One of the three reasons for back allowable is failure 
of the purchaser to run the oil, but the ether two reasons are in connection 
with production. As regards your question (10) (b), ay answer would be "no". 

Answering your question (11), i t is my opinion that the shortage 
or overage may be made up during the two proration periods following ths 
proration period in which the shortage or overage occurred, and that auch 
period ia applicable to published shortages and overages on proration sche­
dules prior to April 1. 

Summing up. the basic principle is this. The Schedule fixes the 
allowable of each well for each month. To allow for flexibility, there is 
an adjustment period of two proration periods during which overages or under-
ages, whether caused by runs or production, may be balanced without special 
Commission order. If not balanced during that period, undorages can be es­
tablished only by application to ths Commission and a back allowable order. 
Overage* must be balanced during such period. 

The basic principle of this problem has been discussed several 
times with the proper parties and la correct. In answering some of your 
specific questions as to actual calculations, my answers have been based 
on my own belief as to how the calculation would be made. 

I have advised the Oil Conservation Commission of this question 
and that I will bring it up at the June 22 hearing for clarification. I 
feel that i t ia important that one of your representatives meet me in Santa 
Fe at the hearing. 

Tory truly yours, 

Original Signed By 
Paxton Howard 

Paxton Howard, Attorney 

PHiVK 



SHELL PIP" LIRE CORPORATION 

Shall Building 
Houston 2, Tax. 

COPT Fay $, 1°<0 

In Re. Bule $03, New Mexico 
Conservation Cossets si on 

Rules and Regulations 

Mr. Paxton Howard 
c/o Shell Oil Company 
Midland, Texas 

Dear Mr. Howard: 

This will confirm your phone conversation April 28th. 

In your opinion, (1) does paragraph (s) of captioned rule permit 
connected pipe lines to make up (run) shortages or compensate for (under-
run) overages, resulting from runs versus allowable? And in consideration 
of the fact that Shell Pips Line Corporation is an interstate carrier, (2) 
does such action on its part comply with State and Federal regulations? 
In the event that all of the shortage is not run or all of the overages is 
not compensated for, during the second proration period, (3) does remaining 
shortage then become an item subject to publication on proration schedule 
at the request of the producer? (U) And is remaining overage automatically 
held back by pipe line until entirely liquidated? 

Or ($) does this paragraph (e) apply only to production and does 
the word shortage mean underproduction and overage mean overproduction. 
(See definitions U, hi and $6j throughout the definitions and regulations 
back allowable, shortage and underproduction appear to be synonomous.) 

(6) Is the back allowable published in the proration schedule 
the result of runs versus allowable with overproduction deducted and with 
the same consideration being given to over-runs? 

(7) Does this back allowable figure represent the amount that 
may be produced and/or run and how will the producer and transporter know 
to distinguish between them? 

(8) Where the operator does not apply for back allowable and/or 
shortage how does the Comelssien take cars of any accumulated overproduction? 
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(9) In paragraph (c) of Rule 503, raading in part "the production 
of oil from the various units in strict accordance with the schedule and the 
purchase and transportation of oil so produced.* Does not this quote con­
flict with and contradict paragraph (e) insofar as shortages are concerned? 
And should not paragraph (e) apply only to overages (overruns and overproduc­
tion)? 

(10) In paragraph (f), relative to back allowable is i t not incum­
bent upon the producer to prove that: (a) oil was produced legally and for 
one or nore of the three Justifiable reasons was not run by pipe line; and 
(b) if such proof is shown and so accepted and published on the following 
proration schedule by the Commission, does not this comply with the quoted 
part in question nine above and further substantiate our query in the same 
question regarding paragraph (e) as applicable only to overages? 

(11) Doss the wording in paragraph (e): 
"Current oil shortages nay be ****** wean the next month (proration period) 
after the shortage or overage occurs? And (12) does the wording, same 
paragraph second line: "during the second proration period next following**** 
mean 60 days after shortage or overage occured and is i t applicable to pub­
lished shortages and overages on proration schedules prior to April 1? 
Since shortages and overages are left off of April schedule, it would seem 
that this rule should be clarified or rewritten. 

¥ay we thank you in advance for your help in this matter. 

Yours very truly, 

SHELL PIP3 LINK CORPORATION 

By. 

FCBinb 



NOTICE OF PUBLICATION 
STATE OF NSW MEXICO 

OIL CONSERVATION COMMISSION 

The State of New Mexico by i t s O i l Conservation Commission hereby gives notice 
pursuant to law and the Rules and Regulations of said Commission proiirulgated 
thereunder, of the fo l lowing public hearing to be held November 21 , 1950, be­
ginning at 10:00 o'clock A.M. on that day i n the Ci ty of Santa Fe, New Mexico, 
i n the Capitol (Hall of Representatives ) . 

STATE OF NEW MSXICO TOg 

A l l named parties i n the fo l lowing 
cases and notice to the publics 

Cage 237 

In the matter of the application of the New Mexico Oil Conservation Commission 
upon i t s own motion to establish a well spacing pattern for each of the presently 
designated gas pools i n the Counties of San Juan and Rio Arriba, State of 
New Mexico, producing or capable of producing from the following formations: 

1. Pictured C l i f f s sandstone (except Kutz Canyon-Fulcher Basin) 
2. Mesaverde formation (except Blanco) 
3. Any of the Pennsylvanian formations. 

In the matter of the application of Shell Pipe Line Corporation to amend for 
the purpose of clarification, Rule 503 (e) and Rule 503 (f) of Order No. 850, 
being the Rules and Regulations of the New Mexico Oil Conservation Commission;, 
in order that the same may be construed as covering underruns and overruns, etc. 

Cflge 22? 

I n the matter of the applicat ion of Humble O i l and Refining Company and Magnolia 
Petroleum Company f o r permission to i n j e c t water f o r secondary recovery of o i l 
from cer tain marginal wells i n the Grayburg reservoir , Penrose-Skelly pool on the 
Humble O i l and Refining Company's J . L . Greenwood Lease and the Brunson-Argo lease 
of Magnolia Petroleum Company, i n said pool, located as fo l lows : 

J . L . Greenwood Lease: S/2 Sec, 9, Twp. 22S, R. 37E, Lea County, New Mexico 
Brunson-Argo Lease: NE/4 Sec. 9, Twp„ 22S, R. 37E, and NW/4 Sec. 10, Twp„ 
22S, R. 37E, Lea County, New Mexico. 

Cflge 34Q 

r ^ T n the matter of the application of Resler and Sheldon for authority to dually 
| complete a well located 2310 feet south of the north line and 990 feet east 

j V~of the west line of Sec. 33, Twp. 23S, R„ 37E., Lea County, New Mexico. 

\ 0a.se 241 

\ In the matter of the New Mexico Oil Conservation Commission upon i t s own motion 
\upon the recommendation of the Southeastern New Mexico Nomenclature Committee 



J, L. jreenwood Leases S/2 See. -}> Twp. 223. ;\. 37E, Lea County, 
; New Mexico, 

| 1 Brunson-Argo Lease: 'E/4 Sec. 9, Twp. 22S, R. 37S, and NW/4 Sec. 10, 
i ' \ '}" V TWP. 22S, R. 37E, Lea County. New Mexico. 
! v,' ' ^• r-

Case 240 

In the matter of the application of Resler and Sheldon for authority to dually 
complete a well located 2310 feet south of the north line and 990 feet east of 
the west line of Sec. 33, Twp, 23S, R. 37E., Lea County, New Mexico. 

Case 241 

In the matter of the New Mexico Oil Conservation Cosimission upon its own motion 
upon the recommendation of the Southeastern New Mexico Nomenclature Committee for 
the creation of new pools, as follows % 

Twp. 21S. R„ 37E. H.M.P.M. 
SW/4 Section 2 
SE/4 Section 3 
NE/4 Section 10 
NW/4 Section 11 

the same to be classified as an o i l pool and named NORTH BRUNS0N (Ellen 1 urger). 

TWP, 123. R. 37E. N.M.P.M. 
S/2 Section 13 
N/2 Section 24 

the same to be classified as an o i l pool and named GLADIOLA (Devonian), 

and for the extension of certain heretofore created pools as follows; 
Extend the Grayburg-Jackson pool, Eddy County, New Mexico, by changing the 

present boundaries to include the N/2 Section 7, Twp, 17S, R. 31E, N.M.P.M. 
Extend the boundaries of the Watkins Pool, Eddy County, New Mexico so as 

to include the E/2 of Sec. 36, Twp. 18S, R. 31E for Queen production. 
Extend the boundaries of the Turkey Track-Seven Rivers pool i n Eddy County, 

New Mexico, so as to include the SE/4 Sec. 9, S/2 Sec, 10, N/2 Sec. 15, NE/4 
Sec. 16, a l l i n Twp. 19S, R. 29E, N.M.P.M. 

Extend the boundaries of the Maljamar-Paddock pool i n Lea County, New 
Mexico, so as to include therein S/2 Sec. 17, NE/4 Sec. 20, in Twp. 17S, R. 32E, 
N.M.P.M. 

Extend the existing boundaries of the Corbin pool in Lea County, to include 
therein the SE/4 Sec. 33, and the SW/4 Sec. 345 in Twp„ 17S, R. 33E, N.M.P.M. 

Extend the boundaries of the Nadine pool i n Lea County, New Mexico, so as 
to include therein the S/2 Sec. 14, Twp. 19S, R. 38E, N.M.P.M. 

Extend the North Drinkard pool i n Lea County, New Mexico, so as to include 
therein the NE/4 Sec. 10, Twp. 21S, R. 37E, N.M.P.M. 

Extend the Drinkard pool i n Lea County, New Mexico, so as to include therein 
the E/2 Sec. 23, Twp. 21S, R„ 37E, N.M.P.M. 

Extend the South Leonard pool i n Lea County<, New Mexico so as to include 
therein the E/2 of Sec. 23, Twp. 26S, R„ 37E, N.M.P.M. 

Extend the boundary of the Langlie-Mattix pool i n Lea County, New Mexico, 
so as to include therein the SW/4 Sec. 25 and NW/4 Sec. 36 of Twp. 24S, R. 37E, 
N.M.P.M. 



Cflge 242 

In the matter of the application of Continental Oil Company for an order approving 
the unit agreement of the Texas H i l l Unit Area, Eddy County, New Mexico, comprising 
13,800„43 acres more or less, situated in Townships 21 ? 22 and 23 south. Range 31 
east, N.M.P.M. and i n accordance with plat attached to said application. 

GIVEN under the seal of the Oil Conservation Commission of New Mexico, at Santa 
Fe, New Mexico, on October 27, 1950* 

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

SEAL 



PROPOSED CHANGES IN RULES 
SUGGESTION A. 

The definition (k) of "Back Allowable" w i l l be changed to read as 

follows: 

"k. Back Allowable shall mean the authorized accumulative 
Under-Production or Under-Runs for a given proration unit that 
has not been made up during the two proration periods immediately 
following the occurrence thereof." 

The def in i t ion (kl ) of "Over-Production" w i l l be changed to read as 

follows: 

"1+1. 0ver-Production shall mean the amount of o i l or the 
amount of natural gas produced from a proration unit during a 
proration period i n excess of the amount authorized on the pro­
ration schedule." 

Present def in i t ion (56) of "Under-Production" w i l l become defini t ion 

h2 and w i l l be changed to read as follows: 

"42. Under-Production shall mean the amount of o i l or the 
amount of natural gas during a proration period by which a pro­
ration unit fa i led to produce an amount equal to that authorized 
on the proration schedule." 

A new def ini t ion of "Over-Runs" w i l l be added and w i l l become 

Defini t ion 1+3 as follows: 

"k-3- Over-Runs shall mean the amount of o i l or the amount 
of natural gas run from a proration unit during a proration 
period in excess of the amount authorized on the proration 
schedule." 

A new def ini t ion of "Under-Runs" w i l l be added and w i l l become 

Defini t ion kk as follows: 

"kh, Under-Runs shall mean the amount of o i l or the amount 
of natural gas during a proration period by which a proration 
unit fai led to have run an amount equal to that authorized on 
the proration schedule." 

Rule 503 (e) w i l l be changed to read as follows: 

"503(e) Current o i l "Under-Production" or "Under-Runs" may 
be made up, or current and unavoidable and lawful "Over-Produc­
t ion" or "Over-Runs" shall be compensated for , at any time or 
times during the two proration periods next following the prora­
t ion period i n which such occurred. This may be done without any 
special authorization therefor from the Commission, and the vol­
umes thereof w i l l not appear i n the Schedule. Such current 
"Under-Production" or "Under Runs" are not to be confused with 
"Back Allowable." 



PROPOSED CHANGES IN RULES 
SUGGESTION B 

The definition (k) of "Back Allowable" wil l be changed to read 

as follows: 

"k. Back Allowable shall mean the authorized accumulative 
Under-Production for a given proration unit that has not been 
made up during the two proration periods immediately following 
the occurrence thereof." 

The definition (Ul) of "Over-Production" wil l be changed to read 

as follows: 

"kl, Over-Preduction shall mean the amount of oi l or the 
amount of natural gas produced or run during a proration period 
in excess of the amount authorized on the proration schedule." 

The definition (56) of "Under-Production" wil l be changed to read 

as follows: 

"56. Under-Production shall mean the amount of o i l or the 
amount of natural gas during a proration period by which a given 
proration unit failed to produce or to have run an amount equal 
to that authorized on the proration schedule." 

Rule 503(e) w i l l be changed to read as follows: 

"503(e) Current o i l "Under-Production" may be made up, or 
current and unavoidable and lawful "Over-Production" shall be 
compensated for, at any time or times during the two proration 
periods next following the proration period i n which such 
occurred. This may be done without any special authorization 
therefor from the Commission, and the volumes thereof w i l l not 
appear in the Schedule. Such current "Under-Production" is not 
to be confused with "Back Allowable." 


