
RULE 50 3. AUTHORIZATION FOR PRODUCTION OF OIL 

(a) Except as provided below, the d a i l y top u n i t allowable 

f o r any o i l pool s h a l l be 100 percent of the depth bracket 

allowable f o r the pool determined pursuant to the pr o v i s i o n s of 

Rule 505. 

(b) The D i v i s i o n s h a l l have the o p t i o n , w i t h i n f i v e days 

p r i o r t o the end of the month, t o make a determination as t o the 

l i k e l i h o o d of the t o t a l producing capacity of a l l o i l w e l l s i n 

the s t a t e being i n excess of a n t i c i p a t e d reasonable market demand 

f o r crude petroleum o i l from t h i s s t a t e . 

excess of the a n t i c i p a t e d reasonable market demand, and t h a t a 

market demand f a c t o r of less than 100 percent may be necessary t o 

prevent waste, i t s h a l l immediately i n s t i t u t e proper proceedings 

f o r a hearing t o be held before the 20th day of the f o l l o w i n g 

month to determine a c t u a l reasonable market demand. 

(c) At said hearing the D i v i s i o n s h a l l consider a l l 

evidence of market demand f o r crude petroleum o i l from t h i s 

s t a t e , and i f i t i s determined t h a t the market demand percentage 

f a c t o r should be less than 100 percent, an order s h a l l be issued 

e s t a b l i s h i n g the market demand f a c t o r and s e t t i n g a date f o r the 

next market demand hearing. 

I f the D i v i s i o n determines t h a t such capacity may be i n 
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(d) The market demand f a c t o r thus e s t a b l i s h e d s h a l l be 

m u l t i p l i e d by the a p p l i c a b l e depth bracket allowable f o r each 

w e l l and each pool t o determine i t s u n i t allowable. Any f r a c t i o n 

of a b a r r e l s h a l l be regarded as a f u l l b a r r e l i n determining top 

u n i t allowable. 

Upon i n i t i a l establishment of a market demand f a c t o r , 

and from time t o time t h e r e a f t e r , the D i v i s i o n s h a l l issue a 

p r o r a t i o n schedule a u t h o r i z i n g the production of o i l from the 

various p r o r a t i o n u n i t s i n the various pools i n the s t a t e . Any 

w e l l completed or recompleted a f t e r the issuance of said 

schedule and f o r which Form C-104 has been approved, s h a l l , by 

supplement t o the schedule, be authorized a d a i l y allowable equal 

to the top u n i t allowable i n e f f e c t . The allowable f o r such w e l l 

s h a l l become e f f e c t i v e at 7:00 a.m. on the date of the 

completion, provided Form C-104 i s submitted and approved w i t h i n 

ten days f o l l o w i n g date of completion; otherwise the allowable 

s h a l l be e f f e c t i v e on the date the C-104 i s approved. (As 

provided i n Rule 1104, "date of completion" i s the date when new 

o i l i s d e l i v e r e d i n t o the stock tanks.) 

(e) A non-marginal u n i t i s defined as being a p r o r a t i o n 

u n i t which i s capable of producing top u n i t allowable f o r the 

pool i n which i t i s located and t o which has been assigned a top 

u n i t allowable. Any such non-marginal u n i t s h a l l be permitted to 
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produce said top u n i t allowable without waste and subject to the 

p r o v i s i o n s of Rules 301, 502 , and 506 , and a l l other a p p l i c a b l e 

r u l e s . 

A marginal u n i t i s defined as being a p r o r a t i o n u n i t 

which i s incapable of producing top u n i t allowable f o r the pool 

i n which i t i s located as evidenced by w e l l t e s t , production 

h i s t o r y , or other r e p o r t or form f i l e d by the operator w i t h the 

D i v i s i o n . Any such marginal u n i t s h a l l be permitted t o produce 

any amount of o i l which i t i s capable of producing without waste 

up t o top u n i t allowable f o r the p o o l , subject t o the p r o v i s i o n s 

of Rules 301 , 502, and 506, and a l l other a p p l i c a b l e r u l e s , 

provided t h a t an allowable has been assigned t o the u n i t to 

authorize such production. 

A penalized non-marginal unit i s defined as being a 

proration unit to which, because of an excessive gas-oil r a t i o , 

an allowable has been assigned which s h a l l be determined in 

accordance with the procedure set forth in Rule 506. In 

calculating a penalized allowable, any fraction of a barrel s h a l l 

be regarded as a f u l l b a r r e l . 

( f ) A p e r i o d i c t a b u l a t i o n of a l l supplements t o the c u r r e n t 

p r o r a t i o n schedule s h a l l be made and d i s t r i b u t e d by the D i v i s i o n . 
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(g) The pr o v i s i o n s of Rule 104(h) e t seq. s h a l l be adhered 

to i n f i x i n g top u n i t allowables. 

(h) I n the event i t becomes necessary f o r any t r a n s p o r t e r 

of crude petroleum t o r e s o r t t o p i p e l i n e p r o r a t i o n i n New Mexico, 

such t r a n s p o r t e r s h a l l , as soon as possible and not l a t e r than 24 

hours a f t e r the e f f e c t i v e date t h e r e o f , n o t i f y the D i v i s i o n of 

i t s d e c i s i o n t o so p r o r a t e ; upon r e c e i p t of such n o t i c e from such 

t r a n s p o r t e r , the D i v i s i o n may take such emergency a c t i o n , as may 

be deemed proper, and/or upon i t s own motion, a f t e r n o t i c e , hold 

a hearing f o r the purpose of considering any a c t i o n w i t h i n i t s 

a u t h o r i t y , t o preserve and p r o t e c t c o r r e l a t i v e r i g h t s . 

I n case of p i p e l i n e p r o r a t i o n any operator a f f e c t e d 

thereby has the r i g h t t o make a p p l i c a t i o n to the D i v i s i o n f o r 

a u t h o r i z a t i o n t o have any shortage or underproduction r e s u l t i n g 

therefrom included i n subsequent p r o r a t i o n schedules. Such 

a p p l i c a t i o n s s h a l l be made upon a form hereby authorized t o be 

prescribed by the D i v i s i o n and f i l e d t h e r e w i t h w i t h i n t h i r t y days 

a f t e r the close of the f i r s t p r o r a t i o n p e r i o d i n which such 

p i p e l i n e p r o r a t i o n shortage occurred, and such a u t h o r i z a t i o n 

s h a l l be l i m i t e d i n any event t o w e l l s capable of producing the 

d a i l y top u n i t allowable f o r such period . 
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In approving any such a p p l i c a t i o n the D i v i s i o n s h a l l 

determine the period of time during which such shortage s h a l l be 

made up wit h o u t i n j u r y to the w e l l or pool , and s h a 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 of p i p e l i n e p r o r a t i o n . 



PROPOSED RUIZ CHANGES 

RULE 503. AUTHORIZATION FOR PRODUCTION OF OIL 

(a) Except as provided below, the daily top 'or.it allowable for ar.y 

o i l pool shall be 100 percent of the depth bracket allowable for the pool 

datarrdned cursuar.t to the crovisions cf Rule 505. 

(b) SvePY-a^-wr-woRtii The Division shall have the ect ion, within 

five 'days prior to the end of the nncnth, to make a determination as to the 

likelihood of the total producing capacity of a l l o i l wells in the state beir.g 

in excess of anticipated reasonable market demand for crude petroleum o i l from 

this state. 

I f the Division determines that such capacity may be in excess 

of the anticipated reasonable market demand, and that a market demand factor of 

less than 100 percent may be necessary to prevent waste, i t shall immediately 

institute proper proceedings for a hearing to be held before the 20th day of the 

following month to determine actual reasonable market demand ror-tehe-next tewo 

aueeeed^ng-twnteha. 4° & v ^ * ^ ~ ~ v ~ <rV ̂  r x ^ J r U ^ 

(c) At said hearing the Division shall consider a l l evidence of 

market demand for crude petroleum o i l from this state, and i f i t is determined 

that the market demand percentage factor should be less than 100 percent, an 

order shall be issued establishing the market demand factor eor-the-enaai-ng 

two 'iTOfrteh-peĝ od and setting a date for the next market demand hearing. 

(d) The market demand factor thus established shall be multiplied 

by the applicable depth bracket allowable for each well and each pool to determine 

i t s unit allowable. Any fraction of a barrel shall be regarded as a f u l l barrel 

in determining top unit allowable. 

Upon i n i t i a l establishment of a market demand factor, and from 

time to time thereafter, the Division shall issue a proration schedule authorizing 

the production of o i l from the various proration units in the various pools in the 

state. Any well completed or recompleted after the issuance of said schedule and 

for which Form C-104 has been approved, shall, by supplement to the schedule, be 

authorized a daily allowable equal to the a b i l i t y o€ the-weti-tee-pgodttee-ap-w 

and-*ne±ttd*ng the top unit allowable in effect. The allowable for such well 

shall become effective at 7:00 a.m. on the date of the completion, provided 
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Forr. C-104 3 submitted and approved within ten days following date of comp le t : cr. ; 

otherwise tne allowable shall be effective on the date the C-104 is approved. 

(.As provided in Rule 1104, "date of completion" is the date when new c i l is 

delivered into the stock tanks.) 

(e) A non-marginal unit is defined as being a proration unit which 

is capable of producing top unit allowable for the pool in which i t is located 

and to which has been assigned a top unit allowable. Any such non-marginal -or.it 

shall be permitted to produce said top unit allowable without waste and sub]ect 

to the provisions of Rules 301, 502, and 506, and a l l other applicable «tn*ta 

rules. ?9e-tti^-allowBbte-w»t^-be-a.9aignegi onty feo those ani-fea whieh-by- testa 

feav« detmnatgated-theig-abfrtitey fee pgeaxwe fcop-anyte-ailowabtc. 

A marginal unit is defined as being a proration unit which is 

incapable of producing top unit allowable for the pool in which i t is located 

as evidenced by well test, production history, or other report or form f i l e d by 

the operator with the Division. Any such marginal unit shall be permitted to 

produce any amount of o i l which i t is capable of producing without waste up to 

top unit allowable for the pool, subject to the provisions of Rules 301, 502, 

and 506, and a l l other applicable rules, provided that an allowable has been 

assigned to the unit to authorize such production. 

A penalized non-marginal unit is defined as being a proration 

unit to which, because of an excessive gas-oil ratio, an allowable has been 

assigned which ia lesa-than top u»t-atlp»*able for the peed-ancl-aiao-ieaa-than 

n i c u u i i i ux u g n t d i ^ a T KJII L I i r o n i c mj frjxvx.xucc • I ^umxTtLU cxxxuvfuxixc 

shall be determined in accordance with the procedure set forth in Rule 506. 

In calculating a penalized allowable, any fraction of a barrel shall be 

regarded as a full barrel. 

I ' t X L ^ XnCEX Y TJX L * J 1 1 U X T XJCU f <JL U X X U C L H - ^ U t M ^ J X J ««11UU L n i U U I j i l T J J t . I E U BC-C vJX S 1 K~ W ^JX U t CTC I U " 

aenedule-eg-by at^lewente-te^a-previeua^y-tagaed-pgogatien schedule. A periodic 

tabulation of all supplements to the current proration schedule shall be made 

and distributed by the Division. 

(g) The provisions of Rule 104(h) et seq. shall be adhered to in 

fixing top unit allowables. 
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(h) In the event i t becomes necessary for any transporter of crude 

petroleum to resort to pipeline proration in New Mexico, such transporter 

shall, as soon as possible and not later than 24 hours after the effective 

date thereof, notify the Division of i t s decision to -so prorate; upon receipt 

of such notice from such transporter, the Division may take such emergency 

action, as may be deemed proper, and/or upon i t s own motion, after notice, 

hold a hearing for the purpose of considering any action within i t s authority, 

to preserve and protect correlative rights. 

In case of pipeline proration any operator affected thereby 

has the right to make application to the Division for authorization to have 

any shortage or underproduction resulting therefrom included in subsequent 

proration schedules. Such applications shall be made upon a form hereby 

authorized to be prescribed by the Division and f i l e d therewith within t h i r t y 

days after the close of the f i r s t proration period in which such pipeline 

proration shortage occurred, and such authorization shall be limited in any 

event to wells capable of producing the daily top unit allowable for such 

period. 

In approving any such application the Division shall determine 

the period of time during which such shortage shall be made up without injury 

to the well or pool, and shall include the same in the regularly approved 

proration schedules following the conclusion of pipeline proration. 


