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-

Mr. George Graham
-

SHELL O1L COMPANY

MIDLAND AREA

. . A N ?% L N '\9”;
MAlLlN,G{ADDRESS - GENERAL OFF TES v 7 . s
P.O. BOX 1508 .- PETROLEUM BUILDING . sty Y
MIDLAND, TEXAS MIDLAND, TEXAS "\.’:\_\// S

December 14, 1950 SO '

[P

Attorney ,
011 Conservation Commission
Santa Fe, New Mexico

Dear (George:

On my last trip to Santa Fe you will recall that I told you that
I would write you suggesting a provision that could be placed.in the monthly
proration Order that would, in my opinion, provide against diffioulties that
might result from a late issuance of the scheduls.

The questions arising by reason of the schedule coming out after
the firet of the month to which it 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 resotion that I have had from a number of parties as to ths
proposed dates for next year's hearings is that it would be fine to have
the hearings earlier in the month such as proposed, except for one thing.

I think it 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 it is necessary for them Yo make both the New Mexico ani the Texas
state-wide hearings, I know that is true of ocur Mr. Smith as well as the
representatives of several other companies,

————

The date as propoaed for the hearing on the 22nd would fall during
the same generasl period during which the Texas hearings are held, and it is
the thought of a number of people that conflicts would inevitably occur
between the dates of the two hearings. In sush case the folks who are
supposed to make both hearings would be able to make only one of them. It
is my thought that if posesible an effort should be made to avoid such conflioct,

As I suggested to you in Safte Fe, the matter could be handled by
keeping the New Mexioco hearings in the approximate date range of this year
and by adding to the State-wide 0il Proration Order a provision to take care
of the situvation.

Numbered paragraph 3 of the State-wide Oil Proration Order form

reads as follows:

- %3, A proration schedule shall be prepered in accordance here-
with and shall become a part of this Order.”

It is my thought that the problem presented couid be taken care of by adding
to the above. quoted gentence the following:
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Mr, George Graham -2- ) ' Dscember 1k,
Santa Fe, New Mexico o

"Until- such time ae such schedule is issued and distribu-

- tora, 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 official prora-

1950 -

tion schedule for the month previous thereto, Upon the issuwance . .

and distribution of the official proration schedule for the
month covered by this Order, however, production and transporta-
tion for such month shall be adJueted to conform for such entire
menth to such schedule, subject to the rules and regulations of
the Commission,” ’

It 1e 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
ag proper,

An alternative to the above guggeé%ion would be to incorporate
in ths rules and regulations of the Commiesion a rule to the same effect,

At the present time Rule 503(e¢) provides for the iasuénce of

the schedule. ‘A second paragraph could be added to such subsection (¢)

which could read as follows:

"Until such time as the official proration schedule for a
given month is issued and distributed, producers and transporters
ares aunthorized, respectively, to produce and transport during
such month on the per unit allowable basis set forth in the
official proration schsdule for the month previous ‘thereto.

Upon the issuatice and distribution of the ‘officisl-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 Decembsr 22,
byt I hope that the suggestions herein contained may be of some benefit.

<:;gfery truly yours, S

Paxton Howard, General Attorney
PH:AW
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SHeLL Pire Line CorPoORrATION

K REERXXBARKERKKRIE X YR SEP HONE SERMTIOE $18 1

Petroleum Building
XRBFEFORCBXTREK X8

Midland, Texas

December 8, 1950

Mr. R. R, Spurrier

New Mexico 01l Conservation Commiseion
P. 0. Box 871

Santa Fe, New Mexico

Dear Dick:

I have a copy of Don McCormick's letter to you dated December 5

_1in vhich 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 fhe one
submitted by me in that it will not necessitate a reurrarigement of defi-
nition rules.

There 18, however, a mistake in %the proposed Order dealing
with the amendment of Definition #56.” Under that definition the term
"under production” is correctly defined, dbut the term "under rune” is
iziven the definition applicable to "over runs", The definition of
""under runs" as submitted by me was as follows:

"Under rune shall mean the amount of oil 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 ths
proration schedule."

I think it 18 ‘apparent that in preparing the Order the definitions have
Just been confused and that the intent is to include the definition of
"under runa" as I have above quoted,

With this charige, it is my thought that the amendment of defi-
nitions and the proposed change in Rule 503(e) will accomplish the
desired purpose.

You will also recall that at the hearing I suggested that it wase
my wnderstanding 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 it would considerably simplify the handling of
back allowable and the preparation on monthly schedules if "back allowable"
could be dropped from the schedule and handled either by a letter or
Order of the Commission applicable to sach allowance of back allowable.

I‘did not urge such a change in procedure, but merely brought it
un beocause it was considered in a number of sources as being desirable and,
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Mr. R. R. Spurrier : -2~ Decembexr 8, 1950

Santa Fe, New Mexico T

as 8 matter of fact, it is my personal opinion that the handling of
"back allowable”, from the standpoint of preparing the schedule, pro-»
bably would be eimplified if the suggestion were adopted.

At the hearing I did call attention to the faot, however; that
if the proposed procedure on “back allowable" was adopted it would be
necessary to change the first sentence of Rule 503(f) to read asB follows'
(necessary additions underscored).

"All legal and authorized back allowable available for
purchasge will be published in the monthly proration schedule

(ST PR AR

I merely call attention to this in the event that the Comnission plans
on adopting & 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 end it is my belief that a clarification of the rules as’
suggested will take care of several questions that have been troublesome.

Very truly yours,

ok Worrnh

Paxton owa*d General Attorney
PH: AW

¢c: Mr, Don G, McCormick
c/o Reese & McCormick
Atterneys at Law
Bujac Building
Carlsbad, New Mexico.
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RELESE axp McGORMIGK
GEOROT L.RCESE, JR. ATTORNEYS AT LAW
DON G-MECORMICK BUJAC BUILDING

S:M. RUTHERFOROD, I CARLSBAD, NEW MEXIGO

December 5, 1950

S ataan

Mr. R. R. Spurrier
S New Mexico 01l Conservation Commission
PR Post Office Box 871

ST Santa Fe, New lMexlco

Lo r - Dear Dick:

I have your letter of 4 December 1950. As requested,
I have preparod Orders in Cases No. 238, No. 239, and
No. 241, and the same are enclosed herewith. Also, I
am returning to you the files which you sent with your
letter.

As to Case No. 238, I am sending a copy of this pro-
posed Order to Mr, Paxton Howard, with the Shell Pipe-
line Corporation in Midland, Texas, and by a copy of
this letter, I am reqLesting him to advise you 1if the b«
proposed Order meets with his approval, If he answers -
favorably, I suggest you go ahead and sign the ordeér.
If he has objecticns to it, he should so advise you,

E and we will conslub further about an Order in this

_ﬁd case. :

L e

.j  “ ,‘~ v Very‘tbuly yours,
o) \ TR & A

Do G. WMeCormick

DGM/arv
‘ ¥ncls
;;, cc Mr. Paxton Howard- ,
i Shell Pipeline Corporation
iy ¥idland, Texas !
1% t .
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M2, Don MoCormick
' Bujas Bullding
Oarlsbad, New Mexieo

Dear Dong

Enclosed pleass find applicationa in conneotion with cms 238,
239 and 241, hoard ir. Santa Fe on November 21, 1950,

Casos 239 and 241 ave. self-explmntory. "In vYogard to Came 238, the
Comnidsion 18 tavonbly inpressed with this, and although the recomd
ghowa that {£ uis takan under advisement, it has nov besn deternined
that this 18 OX to go.

Very truly yours,

R. R, Spurrier

- Sesretary-Direstor
RRSstar
onolee

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

g 4
o gt ¥ > “...
Decenber 4, 1950 T PSS I
-, _ \,\M"‘NJ/D Q
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it up., Inkmy opinion no further authorization should be necessary,

—ﬂu-_._z‘

——

Mr, R. R, Spurrier -2 - » November 14, 1950

T Sv - Ll
R e
It occubra to me also that the regulations should establish the daily .~ M)A\Qm |
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 if the records indicate

an accumalative overage,even though a shortage is shown for the last
three months, E

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

Yours very truly,
0IL_CONSERVATION COMMISSION

A, PFPorter, Jr. : !
Proration Manager ’

ALP/cd - o
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i  GALLOP TNIRPBNDBNT
Gallup, Reu Mexico

" | Ret Hotios of Publication
Cane 238
 Gentlemens | - )
" “Jrease publish the enclosed notice once, tmmdiately. Pleaso proof | ‘7 ]

_yead the notise cavefully and sond a sopy of the paper sarrying
notice %o this offiss.

UPON COMPIRTION OF THE FUBLIOATION SSND PUBLISHER'S AFFIDAVIT IK DUPLICATE.

- Cotober 27, 1950
i

For payment, please submit statement in duplicate, and sign and return
the onclosed vouohers : -

PLEASE PUBLISH HOT LATER THAN NOVEMBER 7, 1950,

Vory truly yours,
STATE OF MEW }EXI0O

OI1, GORSERVATIOH GOMMISSION

; | R. R. Spurrler ' . | ]
‘ Seoretary-Director { , |

enc}.‘




ROSWELY, DISPATOH

Roswsll, Now Maxico
Ret Notice of Publication

_ Caso 238
Gentlereni

Please publish the enolosed ‘notice once, imed;.ately. Please proof
" voed the notios carefully and send a copy of the paper oarrying such
notice to this offioce.
UPOR GOMPIETION OF THE PUBLICATION SEND FUBLISHSR'S mmm:r' IN DUPLICATE,

- For payment, please submit statement in duplicate. and sign and roturn
the enclosed vuiﬁmx'o .

PLEASE PUBLYSH NOT LATER THAN NOVEMBER 7, 1950.

Vory truly yours,

_ STATE OF IEW IEXICO |
" OIL GOHSERVATION GOMMISSION -

Re Re Spurrier

Sesrotary=-Director
RRStbw ,
onel.




‘the enologed vouohesy,

October 27, 1950

-~ OARLSBAD CURKENT ARQUS

carlﬂm’ Hew Mexico

Res Notioe of Publication
Canes 238,:2412aRQ 242,

Gentlemeny

Please publish the onclosed notice once, irmediately. Plem proof

‘read the notice carefully and send a cop,,r of the paper carrying suoh

notioe to this office,

Y X . ' -
UEOM QOMPISTION OF TIR PUBLICATION SS¥D PUBLISHER S AFFIDAVIT IN DUFLICAIE,

For payment, pbua submit atatomen

c*

in duplicate; aign and return

PLEASE PUBLISH NOT LATER THAN NOVEMBER 7, 1950,

Very truly yours, .

STATS OF. HEW MEXICO
OIL GONSERVATION COMMISSION

R. Re Spurrier

Seoretary-Director
RRSsyw 3
enol,
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LFFIDAVIT OF PUBLICATION

County of Chaves }

. State of New Mexico,

1 .. lynn.M..Crolssant.

o BOOKKEEDOT s

Of the Roswell Daily Record, a daily
newspaper published at Roswell, New

Mexico, do solemnly swear that the j

clipping attached hereto was b blishbd-¢
once a week in the regular an entlre
issue of said paper, and not in a sup-,

plement thereof for a period of............

begiﬂhing with the issue dated .......
_..31._0ctober. ., 1o .50.

7 Notary Public.

My conim_ission expires (.%@/

‘s B
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Affidavit of Publication

STATE OF NEW MEXICO, )
, ) sst
COUNTY OF McKINLEY ) -

My Le Woodard

ssriseavessanEna

oath, deposes and says:

cvesersens. being duly sworn upon his

Thet he 1s...00NSPAL Menager ¢ w. ganp

Independent, & newspaper published in and having a general circula-
tion in McKinley 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 broper, and not in a sﬁppléﬁiéﬁi thieress, forvoaees Feves
weeks consecutively, the first publicatién being on the.lﬂ.‘b. ..... day
of.....HOMGmbBI!’ ..... vees 150.. ,the second publication being on
the........... Creenreseae day of ............ T | F. ,
the third publication being on the.................. day of ........iu0e
...... T 4
and the last publication being on the......... eannes day of........
................... D {: TP

That such newspaper, in which such notice or advertisement was
published, is now and has been at all times material hereto, duly quali-
died 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.

Affiant.

Sworn and subscribed to before me this.... %=1, ..day of

e itlenn D, 19550

--------

T

. Notary Public.
My commission expires
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/’/'Oil Conservation Commission of New Mexico

SHeLL Pire Line CorRPORATION

2 Petroleum
’ mﬂxx_ B u l L D ‘ N G i TELEPHONE CAPITOL 1181
' Q 2 Midland |
0\ ' ERXRNNNACR, TEXAS
l YR June 6, 1950
) /5

Santa Fe, New Mexico

Attention: Mr. Spurrier

Gentlemens Subject: ~Amendments to Rules

' ~I understand that on June 22 the Commissiqn will hold a hearing
for the purpose of con31der1ng amendments or clarifications of the new rules.

.~ There is a matter that has been causing Shell Pipe some concern
and I believe it has also bothered some of the other pipe line companies.
It is my intention to bring the mattar up at the June 22 hearing but I wish

. at this time to advise you of the question so that it may be considered by

you and by your attorneys.

I attach hereto a copy of a letter addressed to me from the Houston

fofiice 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 sse, there is uncertainty as to the meanihg of rules

503 (e) and (f) when construed in connection with the definitions of "back

allowable", “overage, or overproduction”, and "shortsge, ‘or underproduction”,

To specifically state the problem suppose that a certain lease
had an allowable of 1,000 barrels for the month o7 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 is entitled to another 100 barrels
for the month of May. Another run is not made from the lsase, however,
until June 3. Can the pipe line company consider that the first 100 barrels
run during the month of June was- lenally produced during May and that it is
entitled to run such one hundred (100) barrels of o0il in June without a
speclial order or authorization from the Commission?

As one who worked on the Legal Committee in preparing ths new rules,
I know that it was my thought, and I believe it was the thought of the Commit-
tee, that the 100 barrels underrun in the above example was a “current oil
shortage" as provided in 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

Ed
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Page 2 = oil Gonseﬁation Gomission of New Mexico
Amendments yo Rules

am 8180 right in saying'ihat that 1s the interpreta’oion that your commisgion
gives to the rules ' :

The monthly scnedules formerly carried " overt and 1 ghort" columnsy

“which columns gave & specific authority for making up ynderyuns such as gbove

described. Since . such columns nave been discontinued in the gchedule, 1 think
the question hag arisen py reason of the gact thabt the three definitions of
the above stated yeyms are 1imited in their wording o actual Eroduc’oion and’

. do not spec’ifically refer vo Yunse

' It is opinion that it would be well Yo clarify this gituation i1
the rules either By amending or adding definitions to cover “underruns“ :
#overruns” and b broadening"rulé' '5’03~«(e) , or by an inberpretive suling of the
Cownission. 1 am doing some work on the subject -and at the June 22 hearing
hope o have something definite 10 present.. ' -

Ind,the neantine 1 would appreciate 3t if you and your attorney?d
would give some consideration o ‘the questions raised ¥ the end that we

Very Lruly YO

o Im, |

paxion Howard,
Atvorney

PHIMK
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SHELL PIPE LINE CORPORATION
Shell Building
Houston 2, Tex. -
COPY : Yey 5, 1950

In Res Rule 503, Ne¥ Mexico
Congexrvation Commission
Rules and Regulations

M¥r, Paxton Howard
o/o 3hell 011 Company
Midland, Texas

" Daar Wr. Howardi =

Tais will confirm your phone converaation April 28th,

In your opinion, (1) does paragraph (e) of capiirned rule permit
connected pipe lines to make'up‘(rung shortayes or sompensate for (under-
run) overages, resulting from runs versus sllowable? And in oconsideration
of the faot that Shell Pipe Line Corporation is an interstate carrier, (2)
does such action on its part comply #ith Stats and Federal regulations?

In ths event that all of the shortage is not run or all of the overages is
not compsnsated for, during the second proration period, (3) does remaining
shortsge then bacome an item subject to publication om proration schedule
at the request of the producer? (L) And is remaining overage automatically
held back by pipe line until entirely liquidated?

‘ or (%) does this paragraph (e) apply only to produotion and does
the word shortage mean underproduction and overage mean overproduction,
(See definitions L, L1 and 63 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 oonsideration being glven 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 be twaan them? - .

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



Page 2 - Rule 503, New Mexigo Gonservation.
Commission Rules and Regulations

(9) In paragraph (c) of Rule 503, reading 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.” Doss not this quote cone-
flict with and contradict naragraph (e) insofar as shortages are concerned?
And ;hould not paragraph {e) apply only to overages (overruns and overproduc=
tion ?

- {10) In paragraph (f), relative to back allowsble is it not inoum~
bent upon the producer to prove that: (a):oil was produced legally and for
ons or more of the three justifiadble reasons was not run by pipe linej and
(b) 4f such proof is shown and so accspted and published on the following
proration schedule by the Commission, does not this comply with the quotad
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 (a)s
"Ourrent 01l shortages may be #t#" mean the next month (proration period)
after the shortsage or overage occurs? And (12) does the wording, same
paragraph second line: "during the ssoond proration period next followingiw®
mean 60 days after shortage or overage ocoured and is it applicable to pube
lishaed shortages snd overages on proration scliedules prior to April 1%
Singe shortages and ovarages are left off of April aohedulo, it would seem
that this rule should be clarified or rewritten,

Vay we thank you in advance for your help in this matter,
Yours very uruly, »

SHELL PIPE LINE GORPORATION

By

‘FOBnd
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011 Consexrvation Commlssion of New Mexico
Santa Fe, New Hexico

Attentiont Mr. Spurrier
Gentlement : Subjscti Amendments to Rules

“ I understand that on June 22 the Commisaion will hold a hearing
for the purpose of considering &mendments or clarifications of the new rules.

Thoere is a matter that has been cauaing Shell Pipe soms concern
and T believe it has also bothsred some of the other pipe ?.oine corpanies,
It 48 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 it may be considered by
you and by your attorneys.

X attaoh hereto & copy of a letter addressed to me from the Houston
office 6f Shell Pipe which I think rather thoroughly covers the questions
involved. I also attash copy of my reply in which I have attempted to answer
these questions, ’

As you csn see, thore 1s uncertainty as to the meaning of rules
503 (s) and (f) when construed in connsoction with the definitions of "back
allowable", "overage, or ovarproduction®, and "shortage, cr underproduction®,

To speoifically steto the problem suppose that a certain lease
had an allowsble of 1,000 barrels for the month of May. The last run from
the leasc is mede on May 26, st which time the accumulated runs during May
‘total 900 barrels, The loaso therefor is entitled to snother 100 barrels

.for the month of May. Another run is not made from the lease, however,

until June 3. Oan the pipe lins oompiny conzidsr that the firat 100 barrels
run during the month of June was logslly produced during May and that it is
entitled to run such one hundred (100) barrels of oil in June without &
speoial order or suthorization from tha Gosmission?

As one who worked on the legal Committee in preparing the new rulas,
I know that it was my thought, and I believe it was the thought of the Commit-
tes, that the 100 barrels underrun in the above exsmple was 8 "ourrent oil
shortage® as provided in rule 503 (e) and that said rules authorizad the
pipe line company to run such shortage during the next two proration periods
without any further order or authoriszation from ths Commission. I think I
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¥r. R, Chas, Nicholson ‘
Shell Pips Iine Corporation
Shell Building

- Houston 2; Texas

Dear ¥r, ¥icholsont In Res Rule 503, New Mexico Conservation
; Uommission Rules and Regulations

I have been studying the inquiries oontained in your letter of
May 5 regarding the above subject and give you herewith my conclusiona

It is my opinion that subparagraphs {e) and (f), considered in
connection with definitions k4, 41 and 56, do not give a olear answer to your
questions (1) and (2), This is by reason of the fact that the term "shorte
age" in definition 56 does refer to acotual underprodugtion during a proration
pericd and does not specifiocally cover underruns. AV the vime ths rulse were
rewritten the proration sshaedule oontained underage and overage columnes and .
the matter of runs versus allowable was taken cara of by such columns, 8Singe
however these columns have been eliminated on the schedule there probably is
somd need for olerification, '

Take an example in which, on the May schedule, & ocertain lesse is
shown &8 having en allowable of 1000 berrels. The pipe line makes its last
run from the lesse on May 25, which brings the total Vey runs from the lease
up to 900 barrels, Theresfier, and during ths month of May, the lease pro-
duces 1ts other 100 barrels of allowabls, but another run is not mede from
the lease until June 3, Therefore, during June, 100 barrels of May sllowable
is run, Your inquiry is whether under the rules you have authority to run
such 100 barrels of Nay oil and te assume that it was legally produced during
May snd {f you are protected 1f you do run it,

Adthough the definition of "shortege' doea not spescifiocally cover
this situation, it is my opinion that “current oil shortages” ss used in
paragraph 503 ze') 1s intandsd to cover this situstion and that such underruns
may be made up during the next 60 days without any special order from the
Comniseion,

To further support this concluasion, you have the fact that the Vay
sohedule authorised the production and transportation of 1000 barrels of oil
and there is no rsquirement that such 1000 barrels must be run from the lsase
during the month of May,.
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T have ohecked the interpretation given to t.his matter by the Come
miasion and sm advised that the Commission interprets the rules in the mamner
shove set forth, Since the "underage" and "overage® columns have been elimi-
nated from the schsedule I think it would be well eithar to have some amsndment
to the rules or some interpreative statement of the Commission oclarifying this
matier, although it is my opinion that even before suoh clarification you are
aoving legally in making runs as above set forth, and that you ghould continue
to make such runs,

My anmr, then, is "yes". to both your paragraphe (1) and (2).

My answer is also "yes® to both your question (3) and your question
(L), It is my opinion that if such shortags is not mede up during the second
proration period, tha underage would be subjeot to the back allowable rule,
Such situation, however, would arise only where the failure of the purchaser
to take ocurrent sllowable had resulted in sn aoctusl shutdown of the lease and
the underage was sotually "backellowable™ or "underproduction® as defined in
the rules. Undsr normal operating conditions underruns ¢f oil actually pro-
duced would he made up during the succeeding month.

Answering your question (S), the strict wording of the definitions
would indicate that 503 (e) refers only to actual underproduction or overpro~
duotion, elthough I have set out above my belief es to the intent and the
interpretation placed theraon by the Conservation Commission. I have also
atated the need of olaritication,

Angwering your question (6}, it is my opinion thaet the back allowable
publiahed in the proration schedule takes into oonsideration runs versus allow-
able with overproduction deduocted and with the same consideration being given
to overruns if the overage has not been made up during the sdeond proration
period following its qcourrence, This is partioularly true if the failure of
purchaser to take is the causs of the backallowable.,

Anpwsring srour question (7), it is my opinion that the back allow-
sble figure representu the amount that may be produced and run, and that ~
thexe is no need for distinguishing between them,

I do not quite understand your question (8). It is my opinion,
howsver, that any shortage, whether caused by underproduction or by under
runs, becomes back allowable unless it ia made up during the second proration
pariod following the shortage, and that such underage would have to be applied
for by the operator and placed on the back allowable scheduls,

Answering your question (9), I do not think that the two confliot
when read together. Subparagraph (c) is tha general authorisation:for
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produot&on urchye artd tranapor;&tiqn, .and aubparagraj ( ) affords a
aoxibni‘t*y £ fiake the Pules workable:~ ‘Neither do I feél-that subpsragraph
(e) should apply only to oversges. .

Answering your queation (10) (a), you will note that the failure
of the pips line to run the ¢il 4s only one of the three justifiable reasons
for back sllowable:, One of the thres reasons for back allowable is failure
of the purchaser to run the oil, but the other two reasons are in connection
with produstion., As regards your question (10\ {b), my answer would be "no".

. Answering your question (11), it is my opinion that the shortsgs
o overaga mey he made up during. the two proration nariods !oll(ﬂdng tha
proration period in which the ahortago or overage ooourrod, and that such
period is applicable to published shortages and overages on proration sche-
dules prior to April 1, _

Swrming up, the basio principle is this. The Schedule fixes the
allowable of each well for sach month., To allow for flexibility, there is
an adjustment period of two proration periods during which overages or under-
ages, whether oaused by runs or production, may be balanced without special
Commission order, If not balanced during that period, underages can Ls es-
tabliphed only by application to the Comsission and & back allonblo ordnr.
wsragos muat be balmcod during such period,

The basic principle of this problem has been disoussed several

" times with the proper parties and is correct. In enswering some of your

speoific questions as to aotusl caloulations, my answers have been based
on my own belief as to how the caloulation would be made.

T have advised the 01l Conservation Commission of this question
and that I will bring it up at the June 22 hearing for clarifidation. I
fesl that it is important that one of your reprosentativas mest me in Santa
Fo at the hearing,

Vory truly yours,

Original Signed By
“Paxton 1Toward

“Baxton Woward, Attorney
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¥r. R, Chss, Nicholson
Shell g:fe Idna Oorporation
Shell ldins

Houston 2, Toxas

Dear My, Nicholsont In Res Rule 503, Hew Mexico Gonservation
Commission Hules zid Rsgulations

' I have been studying tho i.nquir:lea contained in your letter of
May S regarding the above subject and give you horewith my conolusionss

It 48 my opinion that subpaugrapha (e) tnd (£), considered in

do not give a ¢leer answr to your
questions (1) sand (2), by reason of the fact that the term "short-
age" in definition 56 dOOn ruler vo aoctual underproduction during a proration
period and deea not speoifically cover underTung.. AT the time the rules were
rewritten the prorstion schadule contained underage and overage golumns and
the matter of runs versus allowable was taken care of by auoh columns, BSince
however thess aolumns have been eliminated on the schedule there probably is
some need for cltriﬁcation.

Teke an exsmple in which, on tho VYay sohedule, & sertain lease is

.shown a8 having an allowable of 1000 berrels. The pipe line makes its last

run from the lease on May 25, whioh brings the total May runs from the leass
up to 900 barrels, Thereafier, and during the month of May, the lease pro-
Gduces its other 100 barrels of allowsble, but another run is not made from
the lease until Juns 3. Therefore, during June, 100 barrels of May allowable
i{s run, Your inquiry is whethor under the rules you have authority to run
such 100 barrels of Vay oll and to assume that it was }.egally produoad during
May end 1f you are protected if you do run it.

_ Although the definition of "shortage" doas not specifically cover
this situation, 4¢ is my opinion that "current oil shortages" ag used in
paragraph 503 zo) is intended to cover this situation and that suoch underruns
may be made up during the next &0 days without any special order from the
Commission,

' To further support this conclusion, you havé the faot that the ¥ay
scheduls authorised the production and transportation of 1000 barrels of oil
and there is no requirement that such 1000 barrels must bs run from the lease
during the month of WNay.
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"I have chocked the intorprotation given to this matter by tho Com-
mission and am advised that the Commission interprets the rules in the manner
sbove set forth, Since the "underage" and "overage" columns have beén elimi~
nated from the schedule I think it would be well either to have soms amendment
to the rules or some interpreative statement of the Commission olarifying this
matter, although 1t 18 my opinion that even befors such olarification you are
aoting legally in making runs aa shovs. 61 forth, and that you should continue
t2 make such runs,

'
f

My answer, then, is "yea" to both your péragupha (1) and (2).

My answer is also "yes® to both your question (3) and your question
(k)s It 4s my opinion that if such shortage is not made up during the second
proration period, the underage would be subject to the back allowable rile,
Such situation, however, would arise only where the failure of the purchaser
to take current allowable had resulted in an aotual shutdown of the lease and
the underage was actually "vackallowable™ or "underproduction" as dafined in
the rules. Under normél operating conditions underruns of oil actually pro-
duced would be made up during the succeeding month.

. : Anmring your queation ($), the strict wording of the definitions
would indicate that 503 (¢) refers only to actual undorproduot.ion or overpro-
duotion, although I have set ont above my belief as to the intent and. the

- interpretation placed thereon by the Conservation Commiseion. I have aleo
stated the need of clarificetion,

~ Angwering your question (6), it is my opinion that the back allowable
publiahod in ‘the prorstion schedule takes into consideration runs versus allow-
able with overproduation deductsd and with the same consideration being given
Yo overruns 1if the overage has not beon made up during the seocond proration
pericd following 1te ¢courrence. This is partioularly true if the failure of
purchaser to take is the cause of the baokallowabls,

Answering your question (7), it is my opinidn that the back allow-
able figure repressnts 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), It is my opinion,
however, that any shortags, whether caused by underproduction or by under-
runs, becpmes back allowable unless it i3 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 confliot
when read together. Subparagraeph {¢) is the general authorisation for
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produoﬁon,,,purchabe and traneportation,g and subparagraph (e) affords a
flexibility to make the rules workable, Neither do I feel that subparagraph
-(e) should apply only to overages.

Answering your quost:lon (10) (a), you will note that the fajlure
of the pipe line to run the oll is only one of the three justifiable reasons
for back allowable. One of the threes reasons for back allowabls is failure
of the purchaser to run the oil, but the other two reasons are in connection
with produstion. As regards your question (10) (b), my answer would be "no",

o Answering your question {11), 4% is oy opinion that the shortags
or overago may be mede up during the two proration psricds following the
proration period in which the shortage or overagsy ocourred, and that such
period is applicable to published shortages and overages on proration aoha-
dules prior to April 1,

Suming up, the basio prinoiple is this. The Schedule fixes the
allowable of each woil for each month, To allow for flexibility, there im

an adjuatmnt peried of two proration periods during which overages or unders.
ages, whether caused by runs or production, may be balanced without apecial :
. Commiwsstion order. If not balanced during that period, underagses cen be es-
tablished only by application to the Commission and a back allowable order.
Overages must bs balanced during such peried,

' The baoic principle of this problen has been diacuaud geveral
times with the proper partice and is correct. In anawering some of your
speoific questions as to aotusl calculations, my answers have besn based
on xy own bellef as to how the calculation would be made.

’ I have advised the 0il Conservation Comnission of this question
and that T will bring it up at the June 22 hearing for élarification, I
fesl that it is important that me of your represantatives meet me in Santa
Fe at the hearing.

Very truly yours,

Original Signed By
Paxton 1toward

Paxton Howard, Attorney




SHELL PIPE LINE CORPORATION

Shell Building
Houaton 2, Tex.

COPY . . Vay 5, 1950

In Res TRule 503, New Mexico
Congervation Commission
-Rules and Regulations

Mr, Paxton Howard
o/o Shell 011 Company
Uidland, Texas

Dear ¥Wr, Howard:
This will confirm your phone oconvarsation April 28th,

In your opinion, (1) does aragraph (e} of captionsd rule permit
conneoted pipe lines to make up (run S‘ shortages or compensate for (under~
min) overages, resulting from runs versus allowable? And in consideration
of the fact that Shell Pipe lLine Corporation is an interstate carrier, (2)
does such action on its part comply with State and Federal regulations?

In the avent that al)l of the shortage is not run or &ll of the overages is
net "aaponaated for, during the second proration period,’ (3) does remaining
shortage then bacome sn item subject to publication om proration schedule
at the request of the producer? (L) And is remasining overage automatioally
held bagk by pips line until ent:lrely liquidated?

Or (S) does this paragraph (e) apply only to production end does
the word ehortage mean underprodustion and overage mean overproduction,
(See dofinitions L, L1l and 563 throughout the definitions and regulations
baok allowable, shortage and underproduction appear to be synonomous.)

(6) Ia 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 betwesn them?

(8) Where the operator does not apply for back allowgble and/or
shortage how does the Commiseion take care of any acoumulated overproduotion?
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. (9) In paragraph (o)} of Rule 503, roading in part "the production
of o1l from the various units in striot accordance with the achadule and the
purchase and transportation of oil so produced." Doos not this quote cone
flict with and contradict paragraph (e) insofar as shortegas are 2oncernsd?
And should not paragraph (e) apply only to overages {overruns and overproduce

ton)?

, (10) In paragraph (f), relative to back allowabie is it not incum=
bent upon tha producer to prove that: (a) oil was produced legally end for
one or more of the three jJustifiadbls rsagcns was not run by pipe lines and
(b) Af such proof is shown and so sccaepted and published on the following
proration schedule by the Commission, doos not this comply with the quoted
part in question nine above and further substantiate our query in the seme
question regavding paragraph (s) as applicabls only to overages?

(11): Does the wording in paragraph (e): _
"Ourrent oil shortagea may be #sus" mean the next month (proration period)
after the shortagé or overage occura? -And (12) doas the wording, same
paragraph segond lines “during the second proration period next followlingirus®
moan 60 days after shortage or overage ocoured and is it applicable to pub-
1lished shortages and overages on proration achedules prior to April 1?2
Since shortages and overagss &re laft off of April schedule, it would ssem
that this rule should be clarified or rewritten.

¥ay we thank you in advance for your help in this matter,
' Yours very truly,
SHELL PIPE LINE GUxPORATION

By,

FOBinb




NOTICE OF PUBLICATION
STATE OF NEW MEXICO
OIL CONSERVATION COM{SSION

. The State of New Mexico by its 0il Congervation Commission hereby gives notice
: pursuant to law and the Rules and Regulations of said Commission promulgated
) thereunder, of the following public hearing to be held November 21, 1950, be-
o 3 ginning at 10300 ofclock A.M, on that day in the CJ.ty of Santa Fe, New Mexico,
in the Capitol (Hall of Representatives).

STATE OF NEW MEXICO TOQe

All named parties in the following ;
cases and notice to the publiec:

Cage 237 : ’
In the mabter 6f the application ‘of ths New Mexico Oil Comservabion Commission
upon its own motion to establish a well spacing pattern for cach of the presently
designated gas pools in the Counties of San Juan and Rio Arriba, State of '
New Mexico, producing or capable of producing from the following formationss
: 1, Pictured Cliffs sandstone (except Kutz Ganyon—Fulcher Basin)
2. Mesaverde formation (except Blanco) :
3. Any of the Pennsylvanian formations, . ) i

SURMTRE, | S

A g g

- Oass 098,,,,
In the mattez"‘, of the application of Shell Pipo Line Corporation to amend for e
the purpose of clarification, Rule 503 (e) and Rule 503 (f) of Order No, 850, - '
being the Rules and Regulations of the New Mexico 0il Comssivation Commission,

" dn axday that +ha gama may ba econgtrmied ag agvering underrmmg and overring. etn.

_____ P4 - 14— Ades smsala LA b 53 4 = FLA-°8

In the matter of the application of Humble 0il.aend Refining Company end Magnolia
Patroleum Company for permission to inject water for secondary recovery of oil
from certain marginal wells in the Grayburg reservoir, Penrose-Skelly pool on the
Humble Oil and Refining Company's J. L. Greenwood Lease and the Brunson-Argo lease
of Magnolia Petro('leum Conmpany, in said pool, located as followss"
J. L, Greenwood leases S/2 Sec. 9, Twp. 225, R. 37E, Lea County, New Mexico
Brunson-Argo leaset NE/4 Sec. 9, Twp. 228, R, 37E, and WW// Sec. 10, Twp.
228, R. 37E, lea County, New Mexico,
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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
of the west line of Sec. 33, Twp. 23S, R. 37E., lea County, New Mexico.

Cage 24),

In the matter of the New Mexico 0il Congervation Commission upon its own motion
upon the recommsndation of the Southsastern New Mexico Nomenclature Committee
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J. L, Greenwood Leasu: S/2 Sec. 9, Twup, 228, R. 378, Lea County,

New Moxico, .
N 0 !f anson-Argo Leage: YE/4 Sec. 9, Twp. 228, R, 37E, and NW/4 Sec. 10,
)|

(T

&p. 228, R, J7E, Iea County, New Mexico.

"~

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 sast of

the west line of Sec., 33, Twp, 238, R. 37E., Lea County, New lMexico.

In the matter of the New Mexico 0il Conservation Commission upon its own motion
upon the recommendation of the Southeastern New Me&co Nomenclature Committes for
the creation of nevw pools, as follows:

Twp, ' N, M, P, M,
3454 Section 2

SE// Section 3
NE// Ssction 10
NW/4 Section 11 o . o
the same to be class:Lfled as an oil poel and named NORTH BRUNSON (Ellep‘;urger)o [

Twp, 12 , N M P, Mo
8/2 Section 13

N/2 Section 2/
the sam to be classified as an oil pool and named GLADIOLA (Devonian), - ' i

et e —

and for the oxtension of certam 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” ths boundaries of the Watkins Pool, Eddy County, New Mexico go as

-‘to inélude the 5/2 ‘of Sec. 36, Twp. 183, R, 31E for Queen production,

Extend the boundaries of the Turkey Track-Seven Rivers pool in Eddy Count-y, TS s e
New Moxico,'no as to include the SE/4 Sec. 9, $/2 Sec. 10, N/2 Sec. 15, NE/4 ;
Sec, 16, all’ in Twp, 198, R. 29E, N.M.P.M.
Exoend the boundaries of t.he Maljamar—Paddock pool in lLea County, New
Mexico, so as to include thevein S/2 Sec. 17, NE/4 Sec. 20, in Twp. 178, R. 32E,
N.M.P.M.
Extend the existing boundaries of the Corbin pool in Lea County, to ineclude
therein the SE/4 Sec. 33, and the SW/4 Sec. 34, in Twp. 17S, R. 33E, N.M.P.M, %
Extend the boundaries of the Nadine pool in lea Count,{, New Mexico, so as '3
to include therein the S/2 Sec., 14, Twp. 19S5, R. 38E, N.M.P.M, ;
. Extend the North Drinkard pool in Iea 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 in Lea County, New Mexico, so as to include therein

the E/2 8900 23, TW}) 213 Re 37E, N MoP Mo

Extend the South Leonard pool in lea County, New Mexico so as to include
therein the E/2 of Sec. 23, Tup. 268, R, 37E, N.M,P.M.

Extend the boundary of the Langlle-Mattlx pool in Lea County, New Mexico,
8o as to include therein the SW// Sec. 25 and NW/4 Sec, 36 of Twp. 24S, R. 37E,
N.M,P. M,
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OrF ‘SHELL PIPELINE CORPORATION TO.

AMEND RULE 503 (e) OF THE® RUIES , CASE NO. 238
OF THIS COMAISSION RELATING TO . ORDER NO, R-39
OVER-PRODUCTION, BACK AI.LOJABI.E,

ETC,

QREER OF THE COMMISSION

This matter cams on for hearing at Santa Fe, New Mexico, on 21 Novem-
ber 1950, on the application of Shell Pipeline Corporation, and the Commis-
sion having considered the statements and arguments of counsel and having
taken the matter under advisement finds: '

1. That it has jurisdiction of this cause, due public notice of this
hearing having been given,

2. That certain rules and regulations of the Commission should be
amended so as to promote uniform mterpre‘bation of the same and to pre-
vent waste.,

IT IS THEREFORE ORDERED:

That the rules and regulations of this Commission adopted by Order No, -
850, which became effective on 1 January 1950, be amended only in the follow-
ing particulars:
(:

1, Definition Mo. 4 is hereby amended to read as followss

®4. Back Allowable shall mean the authorized accumulative Under-

ct or Under-Rung for a given proration unit that has not
been made up during the two proration periods immediately following
the occurrence therecf.®

2, Definition No, 41 is hereby amended to read as followst

LA r-Production shall mean the amount of 0il or the amount

of natural gas produced from a proration unit during a proration
period in excess of the amount authorized on the proration schedule.
Over~Rung shall mean the amount of oil 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,®

3. Definition No, 56 is hereby amended to read as followst

*56. Under-Production shall mean the amount of oil or the amonnt

of naturel "gas during a proration period by which a proration unit
failed to produce an amount equal to that authorized on the proration
schedule, Under—Rung shall mean the amount of oil or the amount of
natural gas during a proration period by which a proration unit
failed to have run an amount equel to that authorized on the prora-
tion schedule."

Les Rule 503(8) is hereby amended to read as followst

%503(¢) Current oil ®Under-Production® or "Under-Ruys®™ may be

made up, or current and unavoidable and lawful ®Over-~Producti

or "Oyer-Rung® shall be compensated for, at any time or times
during the two proration periods next following the proration
period in which such occurred. This may be done without any special

authorization therefor from the Commission, and the volumes thereof




will not appear in the Proration Schedule, Such current "ﬂndgz;-_zmg_ﬂm"
or 'l_lngg_;-_m' are not to be confuseq with ¥Bgck Allowadble,®

DONZ at Santa Fe, New Moxico, thig 15th day of December, 1950,

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION




.82y follows:?

11 \\ 1, That it has jurisdiction of this cause, due pudblic
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BEFORE THE 01L CONSERVATION COMMISSION
OF TdE grATE OF NEW MBEXICO

TN THE MATYER OF THE APPLICATIOﬁ

% i OF SHELL PIPELINE CORPORATION TO

AMEND RULE 503(e) OoF THS RULES

41 OF THIS COMMISSION RELATING TO CASE NO. 238 P

v OVER—PRODUGTION, BACK ALLOWABLE, v//

5\ ETC. ORDER NO. R- 31

6 _ . . )

y M@E

8 This matter came on for hearing abt ganta Fe, New Mexlco,
on 21 November 1950, on the application of Shell Pipeline Corpora-

9|l tlon, and the Commission having considered the statements and

arguments of counsel and having taken the matter under advisement
10 finds: : .
notice of this hearing having peen glven:

’2. That certain rules and regulations of the Commisslion
13| should be amended so a8 to promote uniform interpretation of the
\ same and to prevent waste.

‘\ 17 1S THEREFORE ORDERED:

That the rules and regulations of this Cominission adopted
16} by Order No. 850, which became effective on 1 January 1950, be

| amended onky in the following particulars: ‘
17 :
1. Definition No. 4 is hereby amended to read as‘follows:‘
18 | ' “
wg, Back Allowable shall mean the authorized ac-
19 cumu}ative gpder—Production~or Under-Runs for a given
proration unit that has ot been made up during the
20 two proration periods 1mmediately following the oC-
currence thereol ." :
21 ’

o, Definition No. 41 1is hereby amended t0 read as

23. 4y, over-Production shall mean the amount of oil or
' ~ the amount of netural gas produced from a proration
24 unit during 2 proration period in excess of the amount
, authorized on the proration schedule. Over-Runs snalll
25 mean the amount of oil or the amount of natural gas
run from a proration unit during a proration period in
26 excess of the anount authorized on the proration
schedule." '
27
%, Definition No. 56 1s hereby amended bvo read as follows:
28 _
us56. ygdor—Pfoductigg shall mean the amount of o1l
29 or the amount of natural gas during 2 proration period
by which 2 proration unit failed to produce an amount
20 equal %o that authorized on the proration schedule.
: ﬂnéensﬁuns-shall~meanwthewamount~o§~oilwor"themamount
31 ol natural -gus rui frcﬁh&wprovﬂh&nnfunit“during“a
//;;57 pnorationvperiodminuexcess.of”thewamountwauthorﬁﬁéﬂ

232 - ” on«bhemproraﬁion”sGhéduteﬁ“
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Done atisanta Fe, New Mexico, this

Rule 503(e) is hersby amended to read as follows:

"503(e) Current oil "Under-Producti¢a" or "Under-Runs

may be made up, or current and unavoidable and lawful
"Oover-Production" or "Over-Runs" shall be compensated -
for, at any Cime or times during the two proration
veriods next following the proration period in which
such occurred. This may be done without any special
authorization therefor from the Commnission, and the
volumes thereof will not appear in the Proration
Schedule. Such current "Under-~Production" or “Under
Runs" are not to be confused with "Back Allowable." -

day of December,
STATE OF NEW LEXICO OIL CONSERVATION
COMMISSION ’
By Thomas J. Mabry, Chairman

Guy Shepard, Member

R. R. Spurrier, Secretary
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PROPOSED CHANGES IN RULES
SUGGESTION A.

The definition (4) of "Back Allowable" will be changed to read as

follows:

"k, PBack 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 ‘.;hereof. "

The definition (41) of "Over-Production" will be changed to read as

follows:

"1, Qver-Production shall mean the amoiint of ofl or the
amount of natural gas produced from a proration unit during a
proration period in excess of the amount authorized on the pro-
ration schedule,”

Present deﬁrﬁtion (56) of "Under-Production" will become definition

nged to read as folilows:

"42, Under-Production shall mean the amount of oil or the
amount of natural gas during a proration period by which a pro-
ration unit failed to produce an amount equal to that authorized
on the proration schedule,"

A now definition of "Over-Runs" will be added and will become

.
is

Definition 43 as follows:

"43, Over-Runs shall mean the amount of oil or the amount
-of natural gas run from a proration unit during a proration
period in excess of the amount authorized on the proration
scheduls,"”

A new definition of "Under-Runs" will be added and will become

Definition LY as followe:

"hly, Under-Rune shall mean the amount of oil or the amount
of natural gas during a proration period by which a proration
unit failed to have run an amount egqual to that authorized on
the proration schedule,”

Rule 503 (e) will be changed to read as follows:

: "503(e) Current oil “Under-Production" or "Under-Runs" may

~ be made up, or current and unavoidable and lawful "Over-Produc- -
“tion" or "Over-Runs" shall be compensated for, at any time or
times during the two proration periods next following the prora-
tion period in which such occurred. This my be done without any
special authorization therefor from'the Commission, and the vol-
‘umes thereof will not appear in the Schedule. Such current

"Under~Production' or “Under Runs" are not to be confuaed with
"Back Allowable,"

et e s st
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PROPOSED CHANGES IN RULES
SUGGESTION B

" The definition (¥) of "Back Allowable" will be changed to read
ag follows:
"y, Back Allowable shall mean the authorized accumlative
Undexr-Production for a given proration unit that has not been
‘made up during the two proration periods imnediately following
the occurrence thereof," _ ,
The definition (¥1) of "Over-Production" will be changed to read

as' follows:

"41. :Oiié’i"-‘gg”bd\i’g‘“fgidn shall mean the amount of oil or the
~ amount of natural gae produced or run during a proration period
in excess of the amount authorized on the proration schedule,"

The definition (56) of "Under-Production" will be changed %o read

as follows:

“56, Under-Production shall mean the amount of oil 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) will be changsd to read as follows:

"503(e) Current oil "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 in which sugh -
oeourred, Thig may be done without any special authorization
-therefor from the Commission, and the volumes thereof will not
appear in the Schedule, Such current "Under~Production” is not
to be confused with "Back Allowable."
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