Pebruary 1y 1943

flonorable Sam Rayburn,
Speaker of the House,
FHushington, Ds Cs

Dear Sans

mmndu-mmmwarahm
1 voceived from an oil driller (Pet Ballow of Hobbs,
' He He), oxpressing his opinion regarding the sdverce
conditions prevelling in the oil business, which,
dncidentully, seonz to be gradually growlsg worse.
it is a sound, proctlesl, sensible latm.

The current price of oil, mawﬂw baple,
is 60% behind all other commoditiss, ss indicated by
mar:mm;eam

' The averags price in 1926, for 36 gravity
¥id-Continent crude, the grade considered to
be most nearly average, was 5<.13 per barrels
Wont Texas orude,of course, is not this highj
but this figure is supposed to represont an
average for all crude in the Hid-Continent

arcés

At 81,49, crude oll is only 60,67 of
parity, whereas moast other commodities are very
little wnder perity snd some are above. For

- ingtance, prices today, compered with those
prevailing in 19206, show the famm& foarity”

figuress :
Poode 103.4% ¢
Hetals 105.8
Building materisls 11044
Crudes 041 601

If the preducers obtained an inersace in price
of 50¢ = barrel, the price of crude oil still would be

only 84% of perity.

Bany businegses have had subsidies' and inoreases
on the basis of necessity for nationsl defense, The
oil business has boen kicked from plllar to post, and
has had to stend more experimentation then most any
other industry, The bulk of the present supply was



originally discovered by independent operators 3
throughout the oll reglone, and these wre the ones
who will be most seversly hurt, if sot ruined, by
present policiss. I cen not see why our Governmont
ghould insist on one particulsar cisss being penalized
by being foresd to carry the big end of the burden,

. &% hag been sald that some of the big major eowpunies
would rather asske 31,00 and ses the independents lose
thelr shirts than to maoke 24,00 and lot the independ=
. ents meke $1,00, This i¢ not in keeping with cone
structive policies or felr treatment, and i an ine
Justice that shoulda't be permitted to continte, If
it is continusd, independent oil producers would be
Justifisd in closiong dowa thelr wolls until such tise
as they sould reccive at least a living price.

The big major compsnies, in weny instances,
cun mako up thelr losses on preduction through other
chunnels-- through retell sales, refineries, or pipe
Lines, ¥"hat they lose on the benanss they con seke
up on the ovanges, The indevendent has no such op-
portunity; be doosen't have any oranges.

I have one pisce of property in West Texas,
the Wasson pool, om which I hove deilled 75 wells st e
cost of more tham £3,000,000, shich I had to borrow
in order to drill the wells. The potential of these
wells sveraged over 1,000 berrels per daye. e now
are permitted to produce these wells only fifteen
days esch monith, and on an allowable of only 33 barrels
por day, wmeking o totsl of 37,125 barrvels & month fyvom
the 75 wells, On the ssue busle ss Hew Hexieo, where
operators are permitted to run (the seme grade of oil)
38 barrels & day for 30 days a month, my allowable
in the Yasson pool wmould be 85,500 burrels & month,
en incresse of 48,375 ¢ month, & substantial figure
aven for sowe mejor componies (on & percentage basis)
let alone sn dandependent, These walls could proe
duce, without injury to their final productiveness,
an sverage of 100 berrels per day per woll for 30 duys
& monthy or & total of epprozimstely 225,000 barrele,
ag egainst 37,125 barrels & sonth, Yet, we are ale
lowed only 91,00 & bsrrel for the oil, though there
iz more than a prospoet that within the next twsive
to eighteen months the nation may be howling ite head
off for more oll, regardless of price, sz we are con-
suning wore oil each year thun new discoveriess asount
to-- hence we are peying dividends, so~to-spsak out
of espital,



- ~%

mmmmmmmmmzam
the diseovery well in 1936 at a depth of 5000 feet, It
was 89 wild ap & Maproh hard, I secured the lszse from
a major compeny thet dida't feel justified im drilling
its Tuis well opened zn entirvely new pool. in this region,
in whioch there ere uow more tham Z500 producing wells
with sn available reserve of spproxinstely 500,000,000
- barrels of oil, Au%lsewrwmmmsléﬂm
& deep test on Wspmgmmwmﬁmpmotn,ws feot,
whieh gost 5240,000. ived contributions emownting
to 231,000 tm mejor companies, lseving $209,000
as the cost to mo at‘ thi,e one well, Other major compsnies
in this territory, that should have been oqually interssted
in exploring various pays to this depth, declinsd to con-
- tribute saything, notwithstending that the drilliag of
this well would supply them with mﬁabh informstion on
these unexplored depths.

on this development, 1 dimwm additionsl
pays abt 6800 feet and at 7200 fest. Since then the UPC
has persistontly refused me permission to drill additionsl
. walls Yo these depths, It oven went sc far as %o refuse
we pernission to drill teo 5000-foot tests sdjoining
the location of the deep tost, in order to complete my
regular deilling progrem of one well to eash 40 scres
for the 5800 foot level, It elaiwmed thet wells should
be permitted only on a surfece and not o drainage besis.
A rule of this kind if simply cockeyed, and nerely the
rosult of red tope and regulations, which in my opinion
have beon influenced by the m‘}ar companies, who appear
to ne to be in the saddle, It's elmiler to driving a
horpe to weter and not only ingisting on his drinking
but trying to meke him as unconfortuble as pessible
while he's doing so. In other words, I have pionsered
the drilling of three discovery wells to the above
montioned depthes and the chances are I shall never live
to see the property pey out, bocause we are hasetrung
with seloctive buying, gajor companies operating the
pipeiines snd the Gawrmt ﬁemm ﬂm ;:ri.aa ﬁo g
atam%cnpoﬁnh 8% ME BFe EuUpofed 20 20 LLiiill

I zs now drilling a wildeat well in West Texas,
which has resched a dopth of more tham 8000 feet snd will
be carried down to 9500 feet to test two more pays,
 haviag already mdthmmmspayathmrutmd

another at 7200 feets I probably will cost over 3103,090,
snd under the present sllowsble snd price it will take

msny yesrs to get the money back.



- In the past, when thers hag deen an opportunity
to raige the price of erude oil; &  big
mejor compunios hove declined to go : If the
Government wishes to be & party to this m of racket,
I precume thore {8 nothing we independents cun do but
- grin sad bear it. . You have no doubt poted that during
tha part twelve monthe meny lerge lndependent operators
heve had to sell out to the majors, and in most ceses
st sserifice prices, That the iandependents are graduslly
losing out in thelr batile to survive is revealed by
rocont statletics, which show that, though the mujors
eontrolled only 52,78 of the nation's reserves im 1939,
in 1942 they eontrolled 70%, This is & rather high
mortality rate for independents. 1t hag been further
increnszed through ssles of propertiss in the laci fow .
months, insluding three large lodependents in Fort Worth.

: In the last seesion of the Texas legislature,
& bill was introduced (the Clark-Hill Bill) which

wonid heve given the Reilroad Cosmisslon unlimited
power to do almost snything it desived, This was
supported by the mujors, some of them in particuiar, :
and 1t was gomerally belicved that the bill itsalf

wag propared by an atornsy of one of the lerge msjor
companies, Hepresentative Clark, one of the cow
asuthors of this bill, is now one of the buckers of

a new bill legelizing the pooling, or unitization,

of the varlous lessholders in any pools 1t is re‘mrud
that the wsjor cospshies who werse supporters of the
original bill are backing the new bill. If enacted,

it would hurs the royslly owners and mesn the virtusl
extinetion of suall lesgeosners and indepevdent
opeiators, in that it would take from them w xzhoim
sz %o the drilling of their own propertiea., Zhe
Governzent OPC regulntion, under the guise of aat:eml
defenee, has gons a long way toward the sasue thiug.

Ky guees 1o that when the majors have abe
sorbed sll the little suckers, like myself, in the
buginess, the o liksly m will have to pay
from 84,00 to 83,00 & barrel for oil, The msjors
in the meantise will mo doubt huve had a chauge of
heart, will rl@ta—abowrm. end figure that oil
producers, after all, ‘ars entitled to make a profit.

- I belisve this ridiculous situvetion eculd
have been svoided, i1f Deeretary Ickes Lad bwen per-
witted to handle the oll probles in all 1ts phasey
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and Leon Hendsreon not have besn pormitted to

puy errogantly,ioc sum snd pubgtence, to the oll
peoducers, as well as to many other industrisss

go to hally he dida't care what it cost, he
wouldn't allow ax inerease in price, However,

thare should be some consolotion; we hove had &
chengs la that department shich ehould be gratifying
to the public.

. Anglher mﬁna irregularity snd lumposition,

miah borders on pirecy, is the fact that the major
peniss, owoing the bulk of production in Few Wexioco,

, ammﬂaﬁmmhadaypwmufwtmw%n

month and are persitted to transport this sewe oil

{of the sace grads) through the Yesson pool, just

sorces the line in West Texse, where we are cllowed

to produse only 33 darrels a dey for fifteen days of

. a&ahmn:a This gives us sn aversge on & F0-day busis,

wmuw&gwrmx.wwmtaa
barpels per doy sllowsd ih Hew Mexlco. Incidentally,
the bulk of this %y%&omﬂaww,m -
is in exvess of the nilowable just scross the
bordsr, comes {rom Federaleowned lund and Government
short=tern losses. It be to the sdwsntage of the
sajor producers to get thls oil out s quickly as
poseible, but to the disadvantage of the Goverument.
This further shows the inconslstency of the mejor -
compuniep, where they dominute the situstlon. Will
you pleage tell ms why thls eut~throat sethod ls
tolerated by the Government? All these things tand
rxwhmmmmetanmmw ,
companies, through one method or enothery are gruduslly
,stmag;ung him to desth, thus foreing many of them
to sell out to the wmajors, und ususlly on the sajors!
own Cerus.

Yany mw have proposed that m ﬂn
Government is footing the bill for the sajority of
pipeiine projects under way it should take up 21l lines
not now in actusl use, snd have thes releld where they
could be of mors advantsge. For ex:mple, thers are
two lines in Weet Temss, with & totsl cspecity of
100,000 barrsla per dw,, which are now idle and have
‘been for slmost a year, while the esstern section is
orying for oil. Ome of these lines, laid fros El Pm
to Culifornia, would greatly help West Texss and |
mg@anawstmmmwmamw my
reguirements on the Facifie, Statistics show that
Californis refineries are having to draw on storage
to fill norssl requirements.



wollpon -

The President hes stated from time to time
thet 4t was hie desire %o protect the little amsn snd
the independent operatore I1f he gwer should have
the opportunity to investignts the oll situatiocn,
xmmmmmaaumﬂmmmmw
mnk. ) .

f realize tais iz 2 lomger letter than I
should send you and that youw are ool persounully res-
pongibley but at leest it eacbles e to give veant to
matimmmmmtm‘tMth
to continue, .

mfﬂ’; _

AGC.KD
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