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BEFORE THE 
OIL CONSERVATION COMMISSION 

Santa Fe, New Mexico 
September 20, 1961 

EXAMINER HEARING-

IN THE MATTER OF: 

Application of Consolidated O i l & Gas, Inc., f o r a 
non-standard, gas proration u n i t , San Juan County, 
Mew Mexico. Applicant, i n the above-styled cause, 
seeks the establishment of a 320-acre non-standard 
gas proration unit i n the Blanco Mesaverde and Basin 
Dakota Gas Pools comprising the NE/4 of Section 9, 
and the NW/4 of Section 10, a l l i n Township 31 North, 
Range 13 West, San Juan County, New Mexico. Said 
uni t i s to be dedicated to applicant*s Segal Well No. 
1-9, located i n the NE/4 NE/4 of said Section 9. 

Case 
23S0 

BEFORE: 

Daniel S. Nutter, Examiner 

TRANSCRIPT OF HEARING 

MR. NUTTER: Case 2380. 

MR. MORRIS: Application of Consolidated C i l & Gas, Inc. 

for a non-standard gas proration u n i t , San Juan County, New Mexico 

MR. KELLAHIN: Jason Kellahin, Kellahin & Fox, represent­

ing the applicant. We w i l l have one witness I would l i k e to have 

sworn. 

(Witness sworn.) 

J. B. LADD 

called as a witness, having been f i r s t duly sworn, t e s t i f i e d as 

follows: 
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DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Would you state your name, please? 

J. B. La dd. 

By whom are you employed, and i n what po s i t i o n , Mr. Ladd? 

Consolidated O i l & Gas, Inc. as executive vice-president. 

Mr. Ladd, i n your capacity as executive vice-president, 

have you hid any contact with the background and information con­

cerned i n Case 2380? 

A Yes, s i r . I am intimately f a m i l i a r with i t . 

0 Did you handle the negotiations i n regard to the subject 

matter of t h i s case? 

A Yes, s i r . 

MR. KELLAHIN: We would l i k e to have t h i s marked as 

Exhibit No. 1 and, i f the Examiner please, t h i s exhibit i s i d e n t i ­

cal to the exhibit attached to the application with the exception 

of the designation of the w e l l , which we w i l l cover, and, therefore, 

we have only one copy. 

3 Now, you are r e f e r r i n g to what has been marked as Exhibit 

No. 1, Mr. Ladd. Would you discuss the s i t u a t i o n in regard to the 

leases i n that area? 

A This exh i b i t depicts a portion of Township 31 North, Rangf 

13 West, San Juan County, New Mexico, an area i n which Consolidatec 

has been quite active i n developing gas production from both the 

Blanco Mesaverde and Basin Dakota Gas Pools. We have reflected 
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several dual completions i n that area as well as single completion^ 

In either of those zones. 

Q How i s the lease ownership depicted on the exhibit? 

A Consolidated acreage i s depicted by the yellow designation, 

the Texas Natural Petroleum Company has acreage which i s of i n t e r e s t 

i n t h i s case as shown by the blue indications representing the S/2 

cf the SS/4 of Section 9 and the S/2 of the 3W/4 of Section 10. 

2 And the proposed unit i s shown in an orange color, is 

that correct? 

A That T s correct • 

Q On the exhibit which was f i l e d , the designation of the 

well was given as the Segal Well No. 1-9- Is that a correct desig­

nation? 

A No, the correct designation of that w e l l would be the 

Wilmerding No. 1-9-

Q The orange-colored acreage, does that constitute one 

lease? 

A No, that constitutes at least two leases. 

4 Why do /ou say "at least two" leases? 

A I don ft r e c a l l . 

Q Actually i t constitutes three leases as shown by the 

application, does i t not? 

A I believe i t would be four leases: Tract No. 3, three 

leases, Tract No. 2 — both of them being indicated by the plat a: 

covered bv one lease. 
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?j Have these leases been communitized f o r production? 

A No, they have not. We stand ready to do that immediately 

upon approval of that non-standard u n i t . 

Q Have yen made any e f f o r t s to form a standard u n i t , Mr. 

Ladd? 

A ±es, we have quit^ diligently pursued this with Texas 

National, who would be the ether working i n t e r e s t participant i n 

both the W/2 of Section 10 and the E/2 of Section 9, where we have 

proposed to d r i l l dual Mesaverde-Dakota development- o i l s . Texas 

National has denied any in t e r e s t i n p a r t i c i p a t i n g d i r e c t l y as a 

working in t e r e s t p a r t i c i p a n t . Their acreage i s burdened quite 

extensively, we believe, i n that i t carries a 11-1/2% overriding 

royalty i n addition to 12-l/2> land owners' ro y a l t y . This over­

r i d i n g r o y a l t y i n t e r e s t reverts tc a working in t e r e s t p a r t i c i p a t i o n 

a f t e r recovery by.the lessee of any d r i l l i n g , completion and oper­

ating costs, which we consider t o be a fu r t h e r negative burden. 

We have attempted, to secure a farm-out of t h i s acreage, but have 

been unable to agree to any terms that we consider reasonable. 

Basically, they want at least a f i v e percent override r o y a l t y 

i n t e r e s t reserve to Texas Natural i n addition to the 17-1/2% pre­

viously reserved by others, which would have the net ef f e c t of 

allowing the operator only 65% of t o t a l production. We have 

attempted to purchase the acreage outright and assume Texas 

National's position as lessee. We have been unsuccessful i n e f f e c t ­

ing any reasonable negotiation here. In f a c t , the acreage has 
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been offered to us only as a part cf a larger package of acreage 

which they wish to dispose of as a group. S p e c i f i c a l l y , they 

offered the acreage to us for something on the order of 4IQO an 

acrea with additional overriding royalty burdens on i t . We con­

sidered t h i s to be uneconomic. 

Q In the event t h i s application in approved, do you stand 

ready and w i l l i n g to communitize with Texas National i n regard to 

the southern portion of the lands involveu? 

A les, s i r , we would be ready to develop that land at a 

month's notice. 

Q Then, no land i n the area would be l e f t without a unit in 

which a well could be dedicated? 

n No, as shown by the p l a t , Consolidated controls the N/2 

of the SW/4 of Section 10..and the N/2 of the SW/4 of Section ^ . 

That acreage is held by production, insofar as Consolidated is 

concerned. 

Q Are the wells located i n t h i s area completed i n more than 

one zone? 

A We f a i l e d to indicate the zones on t h i s e x h i b i t . I could 

point out that both wells i n Section 2 are Kesaverde wells" the 

well i n the W/2 of Section 3 is a dual w e l l . 

3 In what zones? 

A The Dakota-Mesaverde. One well i n the NS/4 of Section 3 

is a Mesaverde w e l l , the other is a Dakota. The well i n the K/2 

of 11, the E/2 of 10, the w/2 of 15, are dual Mesaverde-Dakota 
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producers. The wells i n the w/2 of 9 and S/2 of 22 are Dakota 

single zone producers. We propose to d r i l l at the indicated well 

s i t e , which would be in l i n e with the normal geometric development 

pattern f o r both reservoirs. 

Q And you would dedicate the unit to production from both 

reservoi rs i f this i s approved? 

A Yes, s i r . 

r\ 
••=t Do you have any lease expirations confronting you i n 

regard to t h i s unit? 

A Yes, we do. Tract No. 1, which consists of 120 acres, as 

outlined on the exhibit in our proposed unorthodox u n i t , or non-

standard u n i t , would expire so far as any r i g h t s to Consolidated, 

i n about 30 days. We had a 90-day development clause with Pan 

Ameri can • 

MR. MUTTER: Is that i n addition to the 30 days, or the 

30 days is the f i n a l ? 

>\ T h i r t y clays now v/ould see the expiration of the 90-day 

period. 

MR. NUTTER: That is the t a i l e n d of the 90-day period? 

A Yes. 

(By Mr. Kellahin) Is the other acreage held by product io. 

A Yes. 

Q Was Exhibit No. 1 prepared by you, or under your super-

vision? 

?* 

A Yes. 
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MR. KELLAHIN: I would like at this time to offer in 

evidence Exhibit No. 1. 

MR. NUTTER: Applicant's Exhibit No. 1 w i l l be admitted i n 

evidence. 

Q (By Mr. Kellahin) Do you have anything to add to your 

testimony? 

A I would l i k e to point out that we have informed Texas 

National of t h i s action i n attempting to form a non-standard u n i t . 

Verbally they voiced no objection. They also indicated, that t h e i r 

acreage has some three years to run, so we wish to point out that 

i f t h i s non-standard unit were not approved there could be a con­

siderable period of time before either the E/2 of 9 or W/2 of 10 

could be developed. That i s a l l I have to o f f e r . 

MR. KELLAHIN: That i s a l l the questions we have, Mr. 

Nutter. 

MR. NUTTER: Does anyone have any questions of Mr. Ladd? 

CROSS EXAMINATION 

BY MR. NUTTER: 

^ I missed the formations that some of these wells are com­

pleted i n . The two wells in the E/2 of Section 3 are single com­

pletions i n the Mesaverde and Dakota, correct? 

A Yes, one i n each. Let me point out that the southernmost 

well you see i n the NE/4 i s a well i n which we have j u s t set casing 

and are now physically completing as a Dakota w e l l . 

Q and the well i n the SW of 3 i s a dual? 
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A Correct. 

3 The well i n the S/v/ of 9? 

A Single i n the aakota. 

2 And the well i n the 3/2 of 10 is a dual, and the well i n 

the S/2 of 15 is a dual; 

A Correct. 

1 and Consolidated would be w i l l i n g to communitize the SV//2 

of 10 and the SE of 9 to form a companion non-standard un i t i n the 

event that i t is feasible with Texas National? 

A Yes, s i r . The documentations are already completed. 

MR. NUTTER: Dees anyone have any further questions of 

Mr. Ladd? He may be excused. 

MR. KELLAHIN: That is a l l I have. 

MR. NUTTER: Dees anyone hawe anything they wish to off e r 

in Case Ko. 2380? Take the case under advisement. 
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STATS OF NEW MEXICO ) 
) ss 

COUNTY OF BERNALILLO ) 

I , JUNE PAIGE, Court Reporter , do hereby c e r t i f y tha t the 

f o r e g o i n g and a t tached t r a n s c r i p t o f proceedings be fo re the New 

Mexico C i l Conservat ion Commission a t Santa Fe, New Mexico, i s a 

t r u e and c o r r e c t record to the best o f my knowledge, s k i l l and 

a b i l i t y . 

IN WITNESS WHEREOF I have a f f i x e d my hand and n o t a r i a l seal 

t h i s 30th day of September, 1961. 

j-'iy commission e x p i r e s : 

May 1 1 , 1964. 

Notary /F/ublic - Court /Reporter 

I do hereby c e r t i f y that the foregoing f # 
a complete record of the proceedings J.n_ 
the Examiner hearing otr Case Uo - -p - ..„ 
heard oy, me on 

, Examiner 
Mexico Oil Conservation Commission 
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I N D E X 

WITNESS PAGE 

J . B. LADD 
D i r e c t Examination by Mr. K e l l a h i n 
Cross Examination by Mr. Nu t t e r 

2 

7 

E X H I B I T S 

NUMBER. IDENTIFIED ADMITTED 

1 7 


