
Correspondence 

Case No. /? 



Oetober 4, 1941 

H o b b B » Now Mexico 

C M . ^ g , 0 p d w # . 

A s r®<^ested, « n o 

the above capt ion 

*lth kind* 

find « 0 O p y o f 



O I L C O N S E R V A T I O N COMMISSION 

M&rca 27, 1940 

Honorable Glenn Stale/ 
Proration Umpire 
Hobbs, New Mexico 

My dear Mr. Staley: 

Enclosed please find copy of Gas-Oil 
. atio Order Mo. i.50 as an order of temporary 
nature revising Order No. 23i of temporary 
nature, pending the adoption of a final order. 

Xours very truly, 

OIL COMSShvAfI0i C0MMISSI0S 

CBLlik 
£nc. 

By 
Carl B. Livingston 
Attorney 



SETH AND MONTGOMERY 
ATTORNEYS AND COUNSELORS AT LAW 

111 SAN FRANCISCO ST. 

SANTA FE,NEW MEXICO 
March 11, 1940. 

Oil Conservation Commission, 
Santa Pe, New Mexico. 

Gentlemen: 

In connection with the proposed revision of the gas-
o i l ratio regulations and particularly paragraph 9 (c) thereof, 
I am taking the li b e r t y of bringing to your attention the 
following: 

This proposed rule number 9 (c), for application i n 
Hobbs and Monument Pools, reads i n part as follows: 

n In the Hobbs and Monument Pools, the proration 
schedule shall be calculated in the normal manner, 
according to the order of the Commission for that 
f i e l d . Each unit having an allowable equal to or 
less than the average unit allowable for the pool 
shall be allowed to produce an amount of gas equal 
to the production of the permitted maximum gas-oil 
ratio of the pool, multiplied by the average unit 
allowable, provided that a unit, the o i l allowable 
of which has been penalized by high gas-oil ra t i o , 
shall not exceed the allowable as determined by the 
proration formula for that particular f i e l d . " 

The above is as recommended by the majority of the 
operators affected. Only three or four operators favored a gas 
allowable for each unit, equal to the f i e l d maximum allowable 
of gas-oil ratio, multiplied by the barrels allowed to each 
unit, as computed i n the schedule, before applying any penalty. 

The state conservation law provides that each operator 
is entitled to his share of the reservoir energy in the opportunity 
guaranteed him to produce his proportional share of the recover­
able reservoir o i l . In both the Hobbs and Monument hearings, 
i t was brought out by undisputed evidence, that permeability is 
the measure of the energy required to produce o i l ; low permeability 
requires more energy than high permeability areas within the 
reservoir, and that the energy requirements to produce o i l are 
inversely proportional to the permeability of the reservoir. 
Thus, i f one area be five times more permeable than another, i t 
would require only one-fifth the amount of reservoir energy 
to produce. 

Generally units of less than average allowable are less 
than average permeability and w i l l require more than average 
the amount of gas to produce. The least energy that should be 
allowed such unit would be the average as covered by the recom­
mended rule. Actually i t has been shown by uncontradicted 

J. O. SETH 
A. K.MONTGOMERY 
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evidence that i t is entitled to a greater amount of energy than 
the average by that amount of allowable i t has been given under 
the average. The reason for recommending an allowable of gas 
production, based on the field average, is to comply with the 
anti-waste provision of the statute. This compromise might be 
proven to conflict with the provisions of the law, i f an operator 
could prove that this gave him only the average field gas allow­
able, when his just share of reservoir energy was necessarily 
more than the average, would be discriminatory. The rule as 
recommended should more nearly f u l f i l l the requirements of the 
law, therefore, than the rule supported by the minority of the 
operators. 

Very truly yours, 

J0S:IG 



CONTINENTAL O I L COMPANY 

Hobbs, New Mexico 
February 29, 1940 

New Mexico O i l Conservation Commission 
Santa Fe, New Mexico 

Gentlemen: 

Referring to Case No. 19, Order No. 238, of 

January 13, 1940, limiting gas/oil ratios in Lea County 

Fields, this order placed a maximum permissible gas/oil 

ratio of 1000 in the Skaggs Field. The Hardy Field, 

joining the Skaggs Field on the south, was given a maxi­

mum permissible gas/oil ratio of 5000. The Monument Pool, 

which is adjacent to the Skaggs Field on the west, was 

given a maximum permissible gas/oil ratio of 5000. The 

Eunice Field, which is adjacent to the Skaggs Field on 

the southwest, was given a maximum permissible gas/oil 

ratio of 7000. 

In view of the unusually low ratio set for the 

Skaggs Field, which appears to be inconsistent with the 

maximum permissible ratios placed on adjacent fields, i t 

appears that an inequitable condition exists, which unduly 
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penalizes the Continental Oil Company, 

Your attention is called to the similarity of 

formations and producing conditions in the three Skaggs 

Field wells and those in the wells in the north end of the 

adjacent Hardy Field. 

In the light of these facts and in order to make 

an equitable adjustment of the permissible gas/oil ratios, 

we request that you set a permissible gas/oil ratio of 5000 

for the Skaggs Field. 

HU:SC 

Respectfully submitted, 

H. L . Johnston 
Superintendent N. M. Dist. 
Texas-New Mexico Division 
Production and Drlg. Dept. 
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Gentle, ens 

ei'eren-e is ..... . oar : c . . i .st a.,i--d 
Jul/ 5 fO- co ; V of Gu^-Oii : ^ t . j Oi \ m No. *.3i 

Tnut Oi dei i s no ion^or i n -2xi±->,ea~e, 
»£>sujie t i i i- t j ou aesi s toast ino ox i«r- •, ^ i - .n 
is Order Ho. *5J, su;-Vi-:-:u-at~J ^ I.ier^eiicy Ox ,ex 
No. k59, v^iicii latter- i s uCia 0 ieviv-ia fo i every 
bimonthly prorution p~iiod u n t i l ca€ Co.u-i..oion 
can adopt a f i n ^ l order.urte;- tr.a : ^ t i o 
surveys uuve ueen completed. 

t i v i i ; / O U . S , 

, , 
• w i i 3. Livingston 

Attorney 

Lncis . 



W I R T F R A N K L I N , PRESIDENT 

R. W . F A I R , V I C E P R E S I D E N T 

F R A N K L I N P E T R O L E U M C O R P O R A T I O N C V -

i 

BERT ASTON, SECRETARY-THEA5. ^ j\ tl I A 'i~ 11 
w r t, fi. ft 

607 Franklin Building 
Oklahoma City, Oklahoma 
July 5, 1940 

Oil Conservation Commission 
Santa Pe, New Mexico 

Gentlemen: 
L JUL. fe- - , 

Will you please send us copy of the 
Oil-Gas Ratio Order No. 238, and 
oblige. 

Yours truly, 

LL:AB 

FRANKLIN PETR. C0Eg<? 



The applicat ion o: ths g::s-oil adjustment sha l l 
be as foiiov, s: 

(a) 'i'kc o i„ niiocati.>n ..-a.- '. J • f i -trAbutec to the 
various po -.'li* i n the sar.e .. ennc-r used prior to ~eb. 1, l f Mw. 

(b) In each pool, exce v hobbs h honu?ro:r.t, the 
-.{.^ont oi' o i - allocated t £u.rgi-:&i unit . , h a l l be deducted 
f r o t f& pool a l ioca t i ' -n . Isch )^,cr uni - . hsi- "• e s.iven 
a percentage ra t ing based upon i s ; r e i s t i to the ^nxirsuis 
e.as-oii rsts- tiia* s 100 ciivided by she t;..s o i l r a t io of the 
; n i t sha_l . e i t-- < a t i j u ro viced ti ; : t - I i n on-marghr I -sinit:> 
s i i a l i he gss -o i l rat ios les. thsn the siaximum shal l be rated 
at 100. Each w e l l snai l he arlocnttci on sr.: .vX " oi . r : 
the t o t a l non t: rg*r.ni prorat*.ble o i l in the oroportion i t s r . t r ; ^ 
uears to the sarc of r s t i o oh 11 n T:—ssargiro; 1 units in the 
pool . 

(c) Ir; the Hobbs or elonumcrit Pools the proration 
sched.-e sha l l he csiculsted i . th? s ?râ  i manner ace--r ding 
t .• the u rde r oh the Cocusisaio^ or thot pool . From the t o t s i 
o i l al located to the pool there shai . • c decocted tho as-.ount 
of o i l allocated to i_sr#io .1 un i t s . V-e_is n i iorated .vrrn^e 
tor. allowable or n«-»rc shai be ratec ?s ir, • rspr,:ph (b) 
above, w'ells allocated lesr. th.-n . vc • . ft shr. r "ted 
by thu ; l lo 'vmh hr act ion. 

Past. &vcr.;.-.e o i - gllowacle x 100 x Max r so l h , o u r tcs. 
Unit o i l allowable x Unit Gas o i l V : t i o . 

Pr ivided thet no . .ni t s s . l i he r i ted jar u r t:- as i )0. 

'ihe allowable ol each uni t shs:.i be ion . t ip i icc by 
i t s ra t ing (a) raid the t i i f erence setset?n the so> s oi' these 
products arse the t o t a l o r ig ina l allowable f o r t i * pool 
(c) 3iia"i.i ue dir i t iea by tho sun oi the r a t i n , s D. she resul t ing 
factos 1 . hha l l l e again mul t ip l i ed b\ the r "tin*- o: ach 
w a l l and toe :t >duct F. added to th? .o evious pr-'C-ict. G. 
The sons o l the t-..o .r oduet. shals he tho allowable H. of 
the w e l l . 

A G F h 

0-162 (E) 
290 f47T0 

290 



March 15, 1940 

Honorable Roy iarbrougn 
State Oil & Gas Inspector 
Hobbs, lev Mexico 

Dear Mr* Yarbrough! 

Enclosed please find copy of Emergency 
Order No. 24§ of the Commission, which is self-
explanatory, promulgated for the purpose of 
granting temporary relief in certain Eeritorious 
cases. 

Very truly yours, 

OIL CONSEaVAilOM COhhllwilOM 

By _ 
Coasissioner of Public Loads 

CBLlis 
Enc, 

By 
State Geologist 



March 15, 1940 

Memorable Glenn Staley 
Proration Umpire 
Hobbs, New Mexico 

Dear Mr. Staleyt 

Enclosed please find copy of Emergency 
Oraer No, 248 of tne Cos^ission, which is self-
explanatory, promulgated for the purpose of 
granting temporary relief in certain meritorious 
cases. 

Very truly yours, 

OIL CONSERVATION COMiCIGSIOI 

By _ . 
Coraaissioner of Public Land! 

By 
State Geologist 

CBLlic 
Enc. 



J. P. CUSACK 

Box 208 
Midland, Texas 

February 10, 1940 

Honorable John A. Miles 
Chairman, Conservation Commission 
Eobbs, lev: -^exico 

Dear Governor l i l i e s : 

Supplementing my statement before the Commission with reference 
to the r.obbs proration plan, which testimony was offered on or about 
December 12 in behalf of J. ?. Cusack, Inc., I feel that the more equitable 
plan would be on a f l a t basis. However, should the Commission, after review­
ing the te: timony, feel that the present plan of 60 per cent acreage and 40 
per cent potential should be the most equitable, then I f e e l that the Commission 
should take into consideration the bottom hole pressure, which a l l companies 
without exception have admitted i s i n error. This being the fac t , according 
to t h e i r findings, then the equitable position to take would be to go back 
to the o r i g i n a l potentials which occurred sometime i n 1934 and predicate the present 
allowables upon that basis (that i s , 60 per cent to be given to the acreage factor, 
which i s a 40 acre u n i t , and 40 per cent to be given to the potentials as of on 
or about 1934.) 

Referring to my statement before the Commission, i n which I pointed 
out that by reason of bottom hole pressures, due to water drive, wells i n 
1934 that had approximately 16,000 barrel potenti&l have increased by reason 
of the plan in force and effect; namely, bottom hole pressuring, to a potenti&l 
of approximately 26,000 barrels. As stated before the Commission, i t i s pre­
posterous that a well after producing f i v e years at a given potential of 
16,000 barrels, considering depletion, would s t i l l have a potential better by 
10,000 barrels than i t s o r i g i n a l given potential. 

We have now before us your Case Ko. 19, Order Ko. 235, the same be­
ing with reference to oil-gas ratios which you have placed i n effect as of 
February 1, using as & gauge the December gas-oil ratios as turned i n by the 
operators. 

While I do not wish to take exception to t h i s provision, i t seems 
to me that, before any plan as t o gas and o i l ratios can be r i g h t f u l l y placed, 
i t should be upon actual gas-oil r a t i o tests. My reason for t h i s objection i s due to 
the fact that, as I have found i t over a period of time i n the o i l and gas busi­
ness, a f f i d a v i t s don't p a r t i c u l a r l y give the facts. To be more e x p l i c i t , I am 
inclined to believe that a f f i d a v i t s are used mostly for a selfish purpose. I t 
appears, then, thet those th-.t have turned i n a f f i d a v i t s setting f o r t h gas-oil 
ratios which possibly are i n error would be gaining an advantage and those who 
have turned i n a f f i d a v i t s that d e f i n i t e l y f i t the position i n the case are 
being penalized. 

My suggestion, then, would be that the gas-oil ratios be withheld u n t i l 
such time as the actual tests on a l l wells and each individual pool have been taken. 

respectfully submitted, 


