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New Mexico Oil Conservation Commission 

Santa Fe, New Mexico 

Gentlemen: 

Vv'e, the undersigned, have made a careful study of the Commission's 

wel l costs, payouts, and proportional depth factors f o r computing the o i l 

allowable, rfe f i n d some inequit ies i n regard to the length of time required 

f o r a "payout" under the present system. 

I t i s our opinion that the length of "payout" should be essent ia l ly 

equal or uniform. We, therefore, commend the Commission and i t s s t a f f f o r 

reviewing the question and attempting to resolve the inequa l i t i e s . However, 

we deem the present proration plan f o r wells shallower than 5000 feet to be 

f u l l y sa t i s fac tory and not to require adjust ing. 

The major i ty of New Mexico's production to date has come from the 

pools at depths less than 5000 fee t . 

The small business enterprise has been the cornerstone of the 

nation's growth. Small business enterprises can only operate i n the depth 

ranges to 5000 f ee t . To t h i s group belong the wildcatters who have been r e ­

sponsible fo r many discoveries. Reducing the allowable f o r the 0-5000 foot 

depth range would seriously c u r t a i l w i ldca t t i ng . I t would be i l l - adv i sed 

to tamper wi th the energy, industry, and l ive l ihood of the operators i n th i s 

group. 

The "payout" time fo r a 35CO foot wel l i s 1.247 years - jus t s l i g h t ­

l y under the average 1.406 years which f igure the Commission calculated f o r 

a l l depths over 5000 fee t . The "payout" time f o r a 4500 foot we l l i s 1.503 

years - over the average 1.406 years. I n the group of wells from 0-3000 feet 

deep, i t is true that top allowable wells with 36 gravi ty o i l would "payout" 

quickly, but these are seldom found i n New Mexico. I n t h i s depth range, 

exclusive of the southern t i p of the Central Basin platform where some f i e l d s 

straddle the 3000 foot mark, we are looking at only 39 top allowable wells so 

that the present proration volume i s not an important f ac to r . The incentive 

and assistance of present proration practice f o r a small operator i s of f a r 

greater consequence than the real locat ion of a few barrels of o i l . 

Further, we deem a "minimum" top uni t allowable as an essential 

port ion of our proration rules and regulations. The old rules provided a 

"minimum" of 30 BOPD f o r wells under 5000 feet and provided a formula f c r 



allocation of production in the depths over 5000 feet whenever the "normal" 

top unit allowable f e l l below 30 BOPD. For some reason this provision was 

deleted from the revised rules and regualtions. A formula i s not needed now 

inasmuch as the present proration derives from the top unit allowable. 

We submit that a new paragraph be added to rule 505 permitting any 

well, capable of so-doing, to produce a minimum of 30 BOPD in the event that 

the "normal" top unit allowable set by the Commission in any period is less 

than said figure. 

Signed this / 3 day of April, 1954. 
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