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T H E M A T T E R O F T H E R E V I S E D A P P L I C A ­
TION O F T H E O I L C O N S E R V A T I O N COMMISSION 
O F NEW M E X I C O UPON ITS OWN MOTION F O R 
A N O R D E R A U T H O R I Z I N G T H E R E V I S I O N , 
M O D I F I C A T I O N AND A M E N D M E N T O F 
V A R I O U S L Y N U M B E R E D R U L E S IN S E C T I O N S 
' G ' , 'A' AND 'M' O F T H E R U L E S AND R E G U L A T I O N S 
O F T H E COMMISSION ( R E V I S E D , J A N . 1, 1953) « H . H 
P A R T I C U L A R R E F E R E N C E T O R U L E 502, R E L A T I N G 
T O R A T E O F P R O D U C I N G W E L L S AND D A I L Y AND 
M O N T H L Y T O L E R A N C E S , E T C . ; AND R U L E 503, 
R E L A T I N G T O P R O D U C T I O N A U T H O R I Z A T I O N , 
AND I N C L U D I N G T H E R E I N T H E M A T T E R O F 
S O - C A L L E D ' B A C K A L L O W A B L E ' ; T H E I N S E R T I O N 
O F A WORKING D E F I N I T I O N O F T H E T E R M , ' B A C K 
A L L O W A B L E ' WITHIN S E C T I O N 'A' O F SAID R U L E S ; 
T H E ADDITION TO S E C T I O N 'M' R E L A T I N G T O FORMS 
O F SAID R U L E S AND R E G U L A T I O N S O F S U C H O T H E R 
AND A D D I T I O N A L R E Q U I R E D FORMS AS MAY A P P E A R 
N E C E S S A R Y OR C O N V E N I E N T AS A R E S U L T O F ANY 
R E V I S I O N , M O D I F I C A T I O N OR A M E N D M E N T O F ANY 
O F T H E R U L E S A F O R E S A I D ; T H E A M E N D M E N T O F , 
D E L E T I O N F R O M OR ADDITION TO ANY C O N F L I C T I N G 
S E C T I O N , D E F I N I T I O N , P H R A S E OR C L A U S E IN 
O R D E R R - 9 8 - A , OR ANY O T H E R O R D E R P R E V I O U S L Y 
ISSUED B Y T H E COMMISSION B E A R I N G ON T H E F O R E ­
GOING M A T T E R S . 

O R D E R O F T H E COMMISSION 

B Y T H E COMMISSION: 

This cause came on regularly for hearing on May 19, 1953, June 16, 
1953 and July 16, 1953 at Santa F e , New Mexico, before the Oi l Conservation 
Commission of New Mexico, hereinafter referred to as the "Commission"^ 

NOW, on this ^ / " d a y o f fl-OAOST, 1953, the Commission, a 
quorum being present, having considered, the testimony adduced at the hearings 
and being fully advised in the premises , 

FINDS: 

(1) That due public notice having been given in compliance with law, 
the Commiss ion has jurisdiction to change, modify or amend its ru les . 

(2) That Rules 502 and 503 of the Commission's Rules and Regulations, 
revised January 1, 1953 should be amended as hereinafter set out, and, 



I T IS T H E R E F O R E ORDERED 

(1) That Rule 502, be, and the same hereby is amended to read as 
f o l l o w s : 

"502 Pe rmissab le tolerance i n p roduc t ion volumes a l lowed f o r o i l 
w e l l s . 

I . D a i l y Tolerance 

(a) I t is recognized that o i l we l l s located on units capable of p r o ­
ducing t he i r al lowables may overproduce one day and underproduce another. 
No uni t capable of producing i t s a l lowable , except f o r the purpose of t es t ing , 
i n the process of comple t ing o r recomple t ing a w e l l , o r f o r tests made f o r 
the purpose of obtaining sc i en t i f i c data, shal l produce any day m o r e than 
125% of the da i ly top unit a l lowable f o r the pool i n which the same is located , 
(subject to the fo rego ing , any underproduct ion may be made up by produc t ion 
f r o m the same uni t w i t h i n the same month , and i n l i k e manner any o v e r p r o ­
duct ion shal l be adjusted o r balanced by underproduct ion f r o m the same un i t , 
w i t h i n the same p r o r a t i o n p e r i o d . ) 

(b) I t is also recognized that c e r t a i n we l l s mus t , as a ma t te r of 
p r a c t i c a l i t y , be produced at da i ly rates i n excess of 125% of the da i ly top 
uni t al lowable f o r the pool i n which such wel l s are loca ted . The Secre tary 
of the Commiss ion is hereby g iven au thor i ty to grant exceptions to the p r o ­
v is ions of paragraph (a) above, wi thout f o r m a l hea r ing , where appl ica t ion i s 
f i l e d i n due f o r m set t ing out the reasons f o r such requested exception; a p p l i ­
cants f o r such exceptions sha l l , at the t i m e o f f i l i n g , also f u r n i s h each 
operator i n the pool i n which the subject w e l l is located , a copy of such appl i ­
ca t ion . Included i n any appl ica t ion f o r except ion o r attached there to , f i l e d 
under au thor i ty hereof , sha l l be af f o r m a l w r i t t e n statement by the applicant 
that every operator i n the pool i n which the subject w e l l i s located has been 
served w i t h a copy of such appl ica t ion . The Secre ta ry of the Commiss ion 
sha l l wa i t at least t en days a f t e r rece ip t , be fo re approving any such app l ica ­
t i o n , and sha l l approve the same only i n absence of ob jec t ion f r o m any 
opera tor , in teres ted party, o r i n his d i s c r e t i o n . I n event the Secre ta ry , f o r 
any reason f a i l s to approve such appl ica t ion , the Commiss ion , a f t e r not ice , 
w i l l hear and determine the m a t t e r . 

I I * Month ly Tolerance 

No uni t shal l produce i n any one p r o r a t i o n pe r iod m o r e than i t s 
month ly a l lowable , plus a tolerance of not to exceed 5 days a l lowable produc 
t i o n . This p e r m i s s i v e tolerance of overproduc t ion f r o m a uni t sha l l be 
adjusted or balanced by corresponding underproduct ion f r o m the same uni t 
dur ing the next succeeding p r o r a t i o n p e r i o d . Overp roduc t ion w i t h i n the per­
m i t t e d tolerance sha l l be considered as o i l produced against the al lowable 
assigned to the uni t f o r the next succeeding p r o r a t i o n p e r i o d . 

I I I . P roduc t ion i n excess of month ly a l lowable , plus to le rance . 

O i l produced f r o m any uni t i n excess of the assigned monthly 
al lowable plus the pe rmi s s ive p r o r a t i o n pe r iod tolerance shal l be " i l l e g a l o i l " 
as def ined i n the O i l Conservat ion L a w , unless (a) such excess o i l be p r o ­
duced as a resu l t of mis take o r e r r o r ; (b) mechanical f a i l u r e beyond the 
immedia te con t ro l of the opera tor , o r , (c) r e su l t i ng f r o m essent ial tests of 
the uni t w i t h i n the purv iew of O i l Conservat ion C o m m i s s i o n Rules . Whenever 
production f r o m any uni t f o r a p r o r a t i o n pe r iod is i n excess of the assigned 
al lowable, plus the p e r m i t t e d tolerance author ized he re in , and the cause of 
such excess reasonably f a l l s w i t h i n (a), (b) o r (c) of th is paragraph, the p r o -
iuce r o r operator shal l b r i e f l y set f o r t h the cause of such excess p roduc t ion 
:ogether w i t h a proposed p lan of adjustment thereof , upon a l l copies of the 
sperators month ly r epo r t ( F o r m C-115) f o r the month i n which such excess 
production occur s . Such excess product ion shal l be considered as o i l produc 



against the al lowable assigned to the uni t f o r the f o l l o w i n g p r o r a t i o n p e r i o d , 
and i t may be t ranspor ted f r o m the lease tanks only as and when the uni t acc 
da i ly al lowable to o f f se t such excess p roduc t ion . 

I V . General 

The tolerance p e r m i t t e d on a da i ly or month ly basis as p r o ­
vided hereinabove shal l not be construed to increase the al lowable of a 
producing uni t or to grant au thor i ty to any operator to m a r k e t o r to any 
t r anspo r t e r to t r anspor t any quanti ty of o i l i n excess of the un i t ' s a l lowable . 

The possession of a quanti ty of o i l i n lease storage at the end of 
any p r o r a t i o n pe r iod i n excess of f i v e days al lowable plus any unrun al low ablej 
o i l sha l l be construed as a v io l a t i on of this Rule , unless repor ted i n the 
manner and w i t h i n the t ime provided f o r f i l i n g C-115's p rov ided by Section 
I I I above. 

V . Storage Records . 

A l l producers and a l l t r anspor te r s of o i l a re r e q u i r e d to ma in ta in 
adequate records showing unrun al lowable o i l i n storage at the end of each 
p r o r a t i o n p e r i o d . Such storage o i l shal l be the amount of o i l i n tanks f r o m 
which o i l is measured and de l ive red to the t r a n s p o r t e r . 

(2) That Rule 503, be,, and the same hereby is amended, by adding 
thereto a paragraph f o l l o w i n g paragraph (e) thereof , to be known as 503 ( f ) , 
to read as f o l l o w s : 

" ( f ) I n the event i t becomes necessary f o r any t r anspo r t e r of crude 
pe t ro l eum to r e s o r t to pipeline p r o r a t i o n i n New M e x i c o , such t r anspor t e r 
sha l l , as soon as possible and not l a t e r than 24 hours a f t e r the e f fec t ive date 
thereof , no t i f y the C o m m i s s i o n of i t s dec is ion to so p ro ra t e ; upon rece ip t 
of such notice f r o m such t r anspo r t e r , the C o m m i s s i o n may take such emer»* 
gency ac t ion , as may be deemed p rope r , and/or upon i t s own mo t ion , a f t e r 
not ice , hold a hear ing f o r the purpose of consider ing any ac t ion w i t h i n i t s 
au thor i ty , to p reserve and pro tec t c o r r e l a t i v e r i g h t s . 

In case of pipel ine p r o r a t i o n any operator a f fec ted thereby has the 
r i g h t to make appl ica t ion to the C o m m i s s i o n f o r au thor iza t ion to have any 
shortage or underproduct ion re su l t ing t h e r e f r o m included i n subsequent pro­
r a t i o n schedules. Such applicat ions shal l be made upon a f o r m hereby 
authorized to be p re sc r ibed by the Commiss iona id f i l e d t he rewi th w i t h i n 
t h i r t y days a f t e r the close o f the f i r s t p r o r a t i o n pe r iod i n which such pipel ine 
p r o r a t i o n shortage occu r r ed , and such au thor iza t ion sha l l be l i m i t e d i n any 
event to wel l s capable of producing the da i ly top uni t a l lowable f o r such pe r iod . 

I n approving any such appl ica t ion the Commiss ion shal l de termine the 
pe r iod of t ime dur ing which such shortage shal l be made up without i n j u r y to 
the w e l l o r poo l , and sha l l include the same i n the r e g u l a r l y approved p r o ­
r a t i o n schedules f o l l o w i n g the conclusion o f p ipel ine p r o r a t i o n . " 

(3) That Rules 502 and 503 as set out above supercede any con f l i c t i ng 
Rule , Order or par ts of O r d e r s . 

nated. 
DONE at Santa Fe, New Mexico on the day and year hereinabove desig-

S T A T E OF NEW M E X I C O 
OIL, CONSERVATION COMMISSION 

R. R. 


