GOV ZRMNOR
EDWIN L. MECHEM

CHAIRMAN

| Stute of Nefu mextm

STATE GEOLOGIEYT
A, L. PORTER, JR.
SECRETARY - DIRECTOR

L AND COMMISSIONER
. S« JOHNNY WALKER
MEMBER

. 0. BOX 871
SANTA FE

July 9, 1962

Mr. Jason Kellahin Re: Case No. 2504
Kellahin & Fox Order No. R-2259-A
Box 1713 Applicant:

Santa Fe, New Mexico
Consolidated 0il & Gas, Inc.

Dear Sir:

Enclosed herewith are two copies of the above-referenced
Commigsion order recently entered in the subject case.

Very truly yours,

i<

Vi ”
A. L. PORTER, Jr.
Secretary-Directdr

ir/
Carbon copy of order also sent to:
Hobbs OCC X

Artesia OCC
Aztec OCC b4

OTHER Mr. W. A. Keleher




GOVERNOR
EDWIN L. MECHEM
CHAIRMAN

State of Neta Wexica

STATE GEOLOGIST
A. L. PORTER, JR.
SECRETARY - DIRECTOR

LAND COMMISSIONER
’, 8. JOHNNY WALKER
MEMBER

®. 0. BOX 87
SANTA FE

June 7, 1962

Mr. Jason Kellahin Re:  Case No.___ 2504
Kellahin & Fox Order No. R~2259
Box 1713 Applicant:

Santa Fe, New Mexico

CONSOLIDATED OIL & GAS CO,

Dear Sir:

Enclosed herewith are two copies of the above-referenced
Commigssion order recently entered in the subject case.

Very truly yours,

A B,

/ e
A. L. PORTER, Jr.
Secretary-Director

ir/
Carbon copy of order also sent to:

Hobbs OCC X
Artesia 0OCC
Aztec OCC X

OTHER Printed copies of order will be sent to all
' interested parties.




GOVERNOR
EDWIN L. MECHEM
CHAIRMAN

State of Neto Waxico |
®il Eouservgtion Commission

& VA

Lo
STATE GEOLOGIST
A. L. PORTER, JR.
SECRETARY — DIRECTOR

LAND COMMISSIONER
E. S. JOHNNY WALKER
MEMBER

19000 RIO BRAZOS ROAD
AZTEC

}f(lg j’ 196‘?

Yr. A. L. FPorter
0i] Concervation Commission

Santa 2z, lew fiexico o

et e AT S e

S y
o}

Dear «r. Forters

o

The attached is a copy of an exhibit Elvis presented relative to
minirur: allowebles in subject case.

I have extrapolated Elvis’ figures toward payout. ZThe “Finds®
cannot show “payment” as a reason for minimum allowables. They are
only the "Economic facts of life" as DBill Hussell said in his
project a2llowable case earlier.

2 the basic figures that Elvis used; therefore, I cannot
make similar calculations using the proposed €0%-40% formula. Such
ot

o A . -
mznzmumsigf% n 7needed under the proposed formula.

Yours very truly

Vi

A. &, Kendrick
Engineer, District #3

3

ARBK? ks

AS

Attachment g




EXAMPLE OF INCOME FOR VARIOUS MINIMUM ALLOWABLES
BASIN-DAKOTA GAS POOL

Gas @ .13 MCF
Less Royalty @ .125

Less Well Operating
cost

Gross Monthly Income

Average Well Cost

2000

Minimum

$260.00
32.50

100.00

$127.50

$90,000.00

2500

Minimum

$325.00
40,62

100.00

$182.38

$90,000.00

3000
Minimum

$390.00
48.75

100,00

$241.25

$90,000.00

Rayout - using the minimum allowable as average allowables

Months 705 -9 1&93 05 373 ol
Years 58 08 l-&lol 31 ol

8000

Minimum

1040.00
130.00

100.00

$810.00

$90,000.00

111.1
9.3
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Giviscon Aoy April 23, 1962 ;Z e

Mr, A. L, Porter, Jr.,

Secretary~Director

New Mexico Qil Conservation Commission
P, O. Box 871

Santa Fe, New Mexico

In re: Case No., 2504
Dear Mr, Porter:

Prior to the time I left Santa Fe I handed the reporter in the above
case Ohio's Exhibits "A" and "B", with the request that she furnish
me photostatic copies thereof,

Pursuant to the courtesy extended to me I withdrew from the reporter
Ohio's Exhibits "C,"™ "D," "E," and "F," the originals of which
are enclosed herewith, and described as follows:

Exhibit "C™ -~ 1960 Annual Report of Consolidated
0Oil & Gas, Inc.

Exhibit "D" -~ 1961 Annual Report of Consolidated
0Oil & Gas, Inc.

Exhibit "E" -= Letter of transmittal to shareholders of
Consolidated 0Oil & Gas, Inc., dated
January 18, 1962,

Exhibit "F" —-— Notice of Special Meeting of Stockholders
of Consolidated Oil & Gas, Inc,, dated
January 19, 1962,

Again let me thank you personally, and through you the other Commis—
sioners and the members of your staff for the many courtesies extended



Mr. A. L. Porter, Jr. April 23, 1962

Page 2,

to all of us, particularly for the extra time spent permitting the
completion of the hearing on this case during the one trip.

Sincerely yours,

WHE:jp

Enc.,

Via Certified Mail,
Return Receipt Requested



la fonda

the mn at the €nd of the trail

April 20, 1962

Due to the length of this hearing, this is a statement from

Carl W. Smith, General Superintendent, authorized to speak

for Southwest Production Company. Southwest Production Company
began its operations in what is now the Basin Dakota Gas Pool

in the fall of 1959, and now operates some 70 Dakota wells,
approximately 12 of which were drilled in 1962 and approximately
35 drilled in 1961. Southwest is the sole working interest
owner in these wells, except where it was necessary to com-

munitize or pool tracts owned by the leaseholders within the
drilling unit.

Southwest did the major part of the development under the
present proration rules, and has found them fair and workable,
allowing us to produce our share of recoverable reserves.

If our sand development is so poor that we cannot drain the gas
under our acreage, we do not feel that an offset operator with
better sand can drain our gas from the same poor sand and that
no violation of correlative rights occurs. Therefore we feel

that the present formula giving much value to deliverability is

equitable, and that no change in the formula should be made at
this time.

g /’1'; // ! o )

CARL W. SMITH
General Superintendent
Southwest Production Co.




Geo. L. VERITY
Joet B, BURR, JR.
Wwm. Jd. CoaLey

NORMAN 5. THAYER
Ray BH. JoONES

“VERITY, BURR & CDOLEY
ATTDORNEYS AND CODOUNSELORS AT LAW
i 4 Su'{}: 152 FETROLEUM CENTER BUILDING
i+ 7 FARMINGTON, NEW MEXICO

April 16, 1962

New Mexico 0il Conservation Commission
Post Office Box 871

Santa Fe,

Gentlemen:

New Mexico

TeELEPHONE 325-1702

Re: Case No. 2504, Application of

Consolidated 0il & Gas,

Inc. for

an amendment of Order R-1670~C

Please enter our appearance in the captioned matter on behalf

of Aztec 0il & Gas Company.

Mr. Kenneth A. Swanson,

of the

Dallas Bar, will appear in this case and we will appreciate
your allowing his appearance at the Commission in our absence.

Very truly yours,

VERITY, BURR & COOLEY
. e

cc: Mr, Kenneth A, Swanson



JEFF D.ATWOOD (i883-1960)

ATWOOD & MALONE moSS ahon®

CHARLES F. MALONE

RUSSELL D. MANN
LAWY E I:’% PAUL A.COOTER

BOB F.TURNER

P O.DRAWER 700
TELEPHONE MAIN 2-622
ROSWELL PETROLEUM BUILDING
ROSWELL ,NEW MEXICO

April 12, 1962

New Mexico Qil Conservation Commission
State Liand Office Building

Post Office Box 871

Santa Fe, New Mexico

Re: Docket of April 18, 1962,
Cases No. 2504, 2049 and 1641

Gentlemen:

As local counsel for Pan American Petroleum
Corporation, we enclose herewith our Entry of Appear-
ance with Guy Buell of the Texas Bar, in the cases refer-
red to above.

Very tru yours,

A//WL

for ATWOOD & LONE

RLM:ps

encl.

cc: J. K. Smith, Esquire
Pan American Petroleum Corp.
Oil and Gas Building
Fort Worth, Texas



DENVER CLULB BUILDING b/
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PRODUCTION & ENGINEERING DEPT. o ADDRESS ALL CORRESPONDENCE TO

POST OFFICE BOX 1BO

April 12, 13962

New Mexico (Cil Conservation Commission
State Land 2ffice Building
Santa Fe, New Mexico

H

Re: _ Docket 12-62
Resular fdearing — Adpril 18, 1962

The British-American (il Producing Company will be unable to have a represen-
tative precent during the hearing of Case 2504. Since our company operates
wells in the Rasin-Dakota Gas Pool, San Juan County, New Mexico, we wish to
reiterate cur position in this case. Our company's position to all concerned
is herewith guoted from our telegram of March 13, 1962, sent to the New Mexico
0il Conservation Commission on subject case which was to have been heard on
March 14, 1262.

Gentlemen:

"As one of the many operators active in the Basin-bakota Gas Pool, The British-
American 0il Producing Company recognigzes that under the present proration for-
mula, the continuously decreasing well deliverability, coupled with the current
limited gac market, results in well allowables that might be construed ag ineg-
uitable. The fixing of a minimum and maximum allowable has some merit. British-
American, howevoer, does not feel that a change to a predominantly acreage proration
formula or the instigation of a minimum or maximum allcwable is justified for the
following reazsons:

l. Gzs purchase contracts and pool develupment to date have been motivated
by well deliverability, thus penalties snould not now be inflictod by
chanzing to a predominantly acreage preration formula.

2. Predominance of wcll deliverability in the proration formula is neces-
sary to provide incentive and reward for employment of best well comple-
tion methode.,

3. Any consideration in proration for minimum and maximum well allowables
cculd concelvably encouraze posl development on an unsound and an
uncconomical basis, resulting in the drilling of unnecessuary wells.

It is therefore urged that the Commission retain the current gas proration
fermula.  In the alternative, should a change in the proration formula be dic-
tated, deliverability should continue to be the predominant factor. No maximum
or minimum allowable limitation is recommended."

Respectively yours,
THe BRITISH~-AMERICAN OIL PRODUCING COMPANY
. 7, " Pt
B e (éé;/ - {
%/ U pr é(/%(/

Thomas M. Hogan

g . « C
o District Superintendent
506/114 :

<



TELEPHONE ALPINE 5-3428
BRUCE ANDERSON 1:;0;

OiL AND GAS PROPERTIES

SUITE 930 M
fed THE PETROLEUM CLUB BUILDING
ta

U DENVER 2, COLORADO

April
9
1962

0il Conservation Commission
Santa Fe
New Mexico

Dear Sirs:

As of this datz, we are commencing the drilling of a well in the
Basin gas pool of San Juan County, New Mexico, in Section 29-
31N-13W.

We have locations for approximately five wells in this immediate
area, but, under the present proration formula, we will only be

able to drill one well which is drilled primarily to hold our

lease. Both the Beard 0il Company, of Oklahoma City, who is joining
with me in this well and myself feel that the present formula gives
far too much credit to initial deliverability. 1In a fractured
reservoir such as the Dakota, it allows certain wells and areas to
unfairly drain the reserves of their neighbors.

While our wells are shut-in because of the forxrmula, the gas from
our lease migrates to other leases wherxe they may have a better
frac pattern but no better reserves to be giving them higher
allowables.

Both the Beard 0il Company and myself join in earnestly requesting
that you change the formula whereby it is based 75% on land and
only 25% on deliverability. This would seem infinitely more fair
to us. We make this statement before we have completed our first
well, and, if we are one of the lucky ones who happen to get a frac
pattern that would give us high deliverability, I would still stand
by my statement that the present formula is definitely inequitable.
Should you change the present formula, I am quite sure that we
would go ahead with the drilling of our lease since the economics
of our payout would them be present.




New Mexico 0il Conservation Commission
P. 0. Box 871
Santa Fe, New Mexico

Attention: Mr. A. L. Porter, Jr.
Secretary -~ Director

Gentlemen:

Re: Case 2504

This is regarding the subject application of
Consolidated 0il & Gas, Inc. for an amendment to Rule 9 (c) of
Order R-1670 for the Basin - Dakota Gas Pool, San Juan, Rio
Arriba and Sandoval Counties, New Mexico.

Since I will be unable to attend this hearing on
April 18, 1962, I wish to reiterate Tidewater's position as
stated at the first hearing on this matter held March 14, 1962.
Tidewater Oil Company concurs with Consolidated's application
and hereby respectfully urges the Commission to revise the alld—\

cation formula applicable to this pool as requested by
Consolidated.

Very truly yours,

TIDEWATER OIL COMPANY

VORI

JOHN S. CAMERON, JR. //
JSC:mp

cc: Consolidated 0il & Gas, Inc.
1700 Broadway
Denver 2, Colorado
Attn: Mr. Robert B. Tenison, Vice President
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Oi1.. CONSERVATION COMMISSIUN 2 L.
P. O. BOX 871 C '.’

SANTA FE, NEW MEXICO @.g o

/S

March 21, 1962

Mr. A, M. Wiederkehr, Vice-President
Exploration & Gas Supply

Southern Union Gas Company

Pidelity Union Tower

Dallas 1,Texas

Dear Mr. Wiederkehr:

Although it is possible that Consolidated 0il & Gas Company's
application may not be heard until the morning of April 19th,
it was definitely continued to April 18th, and if the other
cases on the docket are disposed of in time, a portion of
the testimony in the Consolidated case will be heaxrd on the
18th. ,

At the time the Commission decided to continue the case, we
considered continuing it to the 19th, but due to the tight
schedule of the governor and Land Commissioner we decided
that a portion of the case should be heard on the 18th if at
all pessible.

As you probably know, the Angels Peak and Devils Fork cases
are scheduled for the same day.

Very truly yours,

A. L. PORTER, Jr.
Secretary-Director

ALP/ix

cecs Mr., Jason Kellahin
P. O. Box 1713
Santa Pe, New Mexico



o SOUTHERN UNION GAs COMPANY

. - 1Ey La
RNV R e FIDELITY UN1ON TOWER

A. M. WIEDERKEHR ey DALLAS 1, TEXAS
VICE-PRESIDENT . | ‘f’ §noan
EXPLORAT!?:.&SQG‘;‘E:SNPPLa' - v March 19 , 1962

Mr. A. L. Porter

New Mexico 0il Conservation Commission
State Land Office Building

Santa Fe, New Mexico

Dear Mr. Porter:

It is my understanding that Consolidated Qil & Gas Company's applica-
tion to change the Dakota proration rules has been re-scheduled for
April 18th at the regular state wide hearing.

Southern Union Gas Company and Southern Union Production Company are
materially interested in this case, but will have some difficulty be-
ing represented on the 18th due to the fact that we are having our
annual stockholder's meeting on that date. It would be very much ap-
preciated if this hearing could be set for the following day in order
to allow us to be totally represented.

Your consideration to the above request will be appreciated.

Yours very truly,

SOUTHERN UNION GAS COMPANY

%Y

AMW:t

cc: Mr. Jason W. Kellahin
54% E. San Francisco
Santa Fe, New Mexico
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LEGAL DEPARTMENT

e Merch 12, 1962

New Mexico 0il Conservation Commission
State Land Office Building

P. 0. Box 871

Santa Fe, New Mexico

Re: Case No. 2504 - Application by Consolidated
0il & Gas, Inc., to amend the allocation
formula in the Basin-Dakota Gas Pool

Gentlemen:

Amerada FPetroleum Corporation, owner and coperator of three
wells and part owner of eleven wells in the area covered by caption
cause, supports the applicant in Case No. 250k,

Although we oppose the inclusion of a deliverability factor
in any allocation formula, we support the applicant's position here
because he is asking for greater weight of the acreage factor in the
amended order.

Very truly yours,

HDB: 1

cc Consolidated Oil & Gas, Inc.
Suite 2112 Tower Bldg.
1700 Broadway
- Denver 2, Colorado
Att.: Mr. Robert B. Tenison
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SUITE 2112 TOWER BL.DG.
NVER-U.S. NATIONAL CENTER

1700 BROADWAY
DENVER 2. COLORADO

PHONE AMMHERST 6-1306

Mr, F, D. Gorham, Jr.

Pubco Petroleum Corporation
P, 0. Box 1419

Albuquerque, New Mexico

Dear Mr. Gorham:

With reference to your letter of January 31, we would like to bring to your
attention the fact that the Dakota formula has been in effect for one year to
date, and was put into effect with the proviso that further study would be given
to the necessity or desirability for affixing a maximum and minimum allowable
per well, To date no hearing has been held with respect to this matter, Our
intention is to demonstrate the present inequities which our study has revealed
and to have an open discussion of any approach to what we feel is a common prob=-
lem,

Representation has been indicated from a substantial number of the operators
and additionally, Mr. Jack Cooley of Verity, Burr and Cooley in Farmington, has
requested an opportunity to present support for the pending application for
Basin-wide Dakota oil well spacing. Regardless of your apparent lack of sympathy
for a change in the Dakota formula, we again extend to you, or your representative,
an invitation to the meeting and would appreciate the opportunity to review any
evidence you desire to present supporting continuation of the present formula.

It is not our intention to bring up any discussion as to the application of the
formula to Mesa Verde and Pictured Cliffs proratiom.

Very truly yours,
CONSOLIDATED O1L & GAS, INC.

FoleS Bl

Robert B. Tenison
Vice President

RBT:bw
cc: San Juan Basin Operators

New Mexico 0il & Gas Conservation Commission
United States Geological Survey
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January 31, 1962 /

Congolidated 011 and Gas Company
2112 Yower Building

1700 Broadway

Denvaer, Colorado

Attention: Mr. Robert Tenilson

Gentlemen:

This is to acknowladge your letter of January 19 invitiag us
to attend a meeting which you are calling for the purpose of proposing
a change in the proration formula as it pertains to the Dskota Formation
in the San Juan Basin,

8ince the establishment of this formula by the New Mexico 011l
Conservation Commission, we have continuously followed developments in
the San Juan Baein and are even more convinced now than at the time
of che adoption of the formula that it is fair and equitable to every-
one concerned. Under these circumstances we see no reason for any
consideration or attempt to change the formula which has worked satis-
factorily for a number of years.

In view of our position and the belief that there is no reason
for the meeting,we do not proposs to attend and, {f necessary, we plan
to oppose any change in the formule to the maximwm extent.

Very truly yours,
i f e v s

Loy T
Frank P. Gorham, Jr. 7
Executive Vice President

FDGIr:GISJrigt

cc: Hew Mexico Qi1 and Gas Conpervation
S8an Juan Operators

D. W. Reeves



