- A R
e e

REI
T g ﬁ
ay
BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 2504
REHEARING

APPLICATION OF CONSOLIDATED OIL & GAS,

INC., FOR AN AMENDMENT OF ORDER NO.

R-1670-C, CHANGING THE ALLOCATION FORMULA

FOR THE BASIN-DAKOTA GAS POOL, SAN JUAN

RIOC ARRIBA, AND SANDOVAL COUNTIES, NEW MEXICO

STATEMENT OF SOUTHWEST
PRODUCTION COMPANY

This statement is submitted pursuant to the Commission's
ruling at the hearing in the above styled and numbered cause
held at Santa Fe, New Mexico on February 14, 1963.

Although there are many facets of this case that warrant
comment, we have limited this statement to a rebuttal of the
attack made by counsel for Applicant in closing argument against
the legality of the Comnmission's existing proration order in
the Basin Dakota Gas Pool.

First, we wish to point out that throughout the voluminous
record of the many hearing and rehearings in this case, the
Applicant has made no allegation whatsoever that the Commission's
existing proration order in the Basin Dakota Gas Pool might
be illegal or invalid. Not until the waning moments of final

argument in the last hearing was this point raised.



Section 65~-3-22, N.M.S8.A., (1953 Comp.) requires that a
person who makes application for rehearing on a Commission
ordaer set forth the respect in which such order is believed
to be erronecus. The same statute goes on to provide that
“the questions reviewed on appeal shall be only questions
presented to the commission by the application for rehearing."

The application of Consolidated 0Oil and Gas Company for
rehearing in this case makes no attack whatsoever on the
sufficiency or legality of the Commission's findings in its
existing proration order in the Basin Dakota Gas Pool and hence
it must necessarily follow from the above referenced statutory
language that it cannot, at this late date, be heard to complain
of the validity of the order on this ground.

Counsel for Applicant would have the Commissicn believe
that all its proration orders which do not strictly comply with
the standards set out by the New Mexico Supreme Court in
Continental 0Oil Company vs. Oil Conservation Commission, 70 NM
310, 378 P24 809, are vold ab initio. This is not the case.

In parzgraph 4 of that very decision the Court announced the
rule that 2 Commission order will be assumed to be valid until

it is successfully attacked, citing Hester v Sinclair 0Oil and
Gas Company {(Okl. 1960), 351 P2d 751. Certainly the Commission's
existing proration order has not yet been successfully attacked
thus far. The mere assertion of the order's invalidity by

by counsel in closing argument cannot by any stretch of the



imagination be considered as a legally proper procedure by
which to raise this 1ssue.

This issue is not properly before the Commigsion and it
should therefore be conpletely disregarded in the present
proceeding.

Although it goes beyond the immediate question before
the Commission, we wish to point out that there is a wealth of
authority for the proposition that the Commission's presently
existing proxstion order in the Basin Dakota Gas Pool, having
long since become final, is not now subject to attack in any
proceeding that applicant might hereafter see fit to institute
in the Courts.

In nearly every jurisdiction where the question has arisen
in recent vears, the Courts have held that where an administrative
agency actse constitutionally and has jurisdiction over the
parties and the subject matter (which cannot be denied in this
case) its final decisions cannot be subjected to collateral
attack.l A collateral proceeding is defined as any proceeding
outside the purview of the statute which provides for judicial
review, Z

The fact that the administrative agency's power to promilgate
the order in question emanates from the legislative or executive
branch of ¢overnment has made the judiciary even more reluctant
to permit a collateral attack than in the case where the order

is8 wholly judicial in character.3 In this context the term



"collateral attack" is analogcus tc the doctrine of res judicata
and it is accorded the same degree of finality.

ihis pcint has not been ruled upon in New Mexico; however,
we find nothing inconsistent with the foregoing contained in
Continental il Company v Cil Conservation Commission, supra,
since the CLl Commission's order was before the Court in that
case on a Girect appeal timely taken under Section 65~-3-22,
N.leS.0., (19853 Ccomp.). In fact it might well be argued that
the New Mexico Supreme Court tacitly approved the "no
collateral attack doctrine" outlined above in the Continental
case when it held that the formexr proration formula in the
Jalmat Gas Pool would be assumed to be valid until it is
*successfully attacked", despite the fact that it was clear from
the record before the Court that the former order was subject
to the same objections as was Order No. R-1092-A.

In summary we take the position that the Commission's
existing proration crder in the Basin Dakota Gas Fool is valid
since it has not been successfully attacked and further that
| it cemnnot, at this late date, be collaterally attacked in the
Courts.

Respectfully submitteq,

SCOUTHWEST PROLDUCTION COMEANY
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Geo. L. Verity
Its Attorney
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For footnotes see page 5.
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SUNRAY IK OIL COMPANY, after reviewing the evidence and exhidits
submitted et this hesring and at the April, 1962 hearing, feels that the
basic issue that splits the companies represented in the hearing is
whether acreage or deliverability most accurately reflects reserves. Both
groupe admit that with the proper data reasonably accurate sstimmtes of
reserves on & tract by tract besis can be made.

It is Sunrsy's yosition therefore, that the best eetimate of reserves
is not some other factor thet is atiempted to e equated with a given
estimate, but the hest estimate of reserves is simply the reserve estimate
itself. Reserves should therefore be used to allocate gas production.

Bunrey slso feeis that deliverability has been shown to be a
completely unrelisble gulde to reserves on an individual trset besis,
the only basia the Commission can use under the Jalmat Decision.

It is therefore, Sunrey's position that eince screage and the
thickness of the production sone more nearly reflects reserves than
deliverability and since Consolidated 01l and Gas Compauy's formils
relies more heavily on acreage than the presemt formula we would urge
the Commission to adopt Comsolidated‘'s formule.




STATEMENT OF TEXACO INC.
N CASE NO. 2504

SANTA FB, NEW MEXICO
March 7, 1963

Texaco Inc. does not operate any producing wells in the
Basin-Dakota Pool. However, Texaco owns six wells completed in
the Basin-Dakota Pool, currently shut in. Texaco owns an interest
in several producing wells in the Basin«Dekota Pool, and alsc owns
considerable undeveloped acreage in the immedinte area.

It is Texaco's opinion that deliverability does not have a
direct correlation to revocable gas reserves in place under any
particular tract, and therefore should not be used as a factor in
the prorating of gas production. It is believed that to include
deliversbility as a factor incresses the tendency to perforate longer
intervals and stimulate with larger fracture trestments, which results
not in an increase in reserves for s& particulaer well but merely in an
increase in the wells' deliverability. We belleve such practices,
in an effort to increase deliversbility, cause both physical and
economic waste. Texacc believes that to protect the correlstive
rights of all parties concerned, the most ldeal proration formula
would be cne based on reserves in place. We also believe this type
would be the most difficult to administer. With the great strides
made within industry in the past, and those which will be made in
the future, we believe that o day such proration will be possible.
Until that time srrives, we recommend a proratiom formule vwhere
acreage is heavily weighted. Texsco recognizes the application of
Consolidated 01l and Gas Bs & step in this direction and concurs with
their application.

On tebalf of Texaco, Inc.
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DEFORE THE OIL CONSERVATION COMMISSION

STATE OF NEW MEX]

IN THE MATTER OF THE APPLICATION

OF CONSOLIDATED OIL & GAS, INC.,

FOR ANl ORDER ESTABLISHING A SPE-

CIAL PORMULA POR THE DETERMINATION

GAS POOL. Cagse No. __—— (&

TO THE HONORABLE COMMISBION:

Comes now Consolidated Oil & Gas, Inc., 2112 Tower Building,
1700 pLroadway, Denver 2, Colorado, hereinafter referred to as
"Applicant”, by its undersigned Attorneys, and alleges and states
as follows:

I.

Applicant is a Colorado corporation with a permit to do

business in the 3tate of Rew Mexico.
IX.

Applicant has developed and will continue to develop various
lands and leases for the drilling of oil and gas wells in the
Basin Dakota gas pool in Rorthwast New Mexico.

II1I.

By virtue of Order No. R~1670~C, the Commission provided
among other things that ths Ganeral Rules applicable to prorated
gas pools in Northwest New Mexico, as set forth in Order No.
1670, shall apply to the Bagsin Dakota gas pool. Rule 3-C of gaid
General Rules provides in substance that the gas allocation for-
mula for the gas pools of Northwest New Mexiwm shuall be based
on seventy-five percent (75%) mcreage tiwes deliverability plus
twenty~L£ive (25%) acreage.

.

Applicant gubmits that because the wells in the Pasin Dakota



gas pool have an abnormally high deliverability and because the
present Rule 9~C creates waste, does not properly recognize
correlative rights, and permits and will increasingly permit non-
ratable taking ofgas from the pool and drainage between producing
tracts in the pool which is not equalized by counter drainage, a
special formula should be adopted pertaining to the Basin Dakota
gas pool, reading as follows:

"The pool allcwable remaining each month after de-
ducting the total allowable assigned to marginal wells
shall be allocated among the non-marginal wells entitled
to an allowable in the following manuers:

"l. Porty percent {40%) of the pool allowable
reﬂaining to be allocated to nﬂnrmarginal wells ghall

llocated among such wells in the proportion that
each well's 'AD Pactor' bearz to the total 'AD Pactor’
for all non-marginal wells in the pool.

"2, Sixty percent (60%) of the pool allowable
remaining to be allocated Lo non-marginal wells shall
be allocated among such wells in the proportion that
sach well's acreage factor bears to the total acreage
factor for all nom~marginal wells in ths pool.”

Ve
The granting of the relief sought in this Application will
prevent waste and will distribute the allowable production among
the producers in the pool on 2 reasonable basis and will not
violate or prejudice correlative rights and will prevent pre-
mature abandonment of wells which are uneconomic under the pre-
sent formula established by Rule 9-C.
Vi,
The Commission has jurisdiction to hear and determwine this
cauge,
WHEREFORE, Applicant respectfully requests:
That this matier be set for hearing before the Commission as
soon as possible, since Applicant, as well as other operators
in the Basin Dakota gas pool, is suffering and will increasingly

suffer economic hardships as a result of the present formula; and

.



That, upon due notice and hearing, the Commission issue
its Order establishing a gas allocation formula for the Basin
pakota gas pool based on forty percsnt (40%) acreage times
deliverability plus sixty percent {(60%) acreage.

Respectfully submitted this 2324 day of February, 1962.

1700 Bmaaaway' -

KELIAHIN & FOX

54 sast San ?ramisc:o Street
Santa Pe, New Maexico



BEFORE THE OIL CORSEAVATION COMMISSION
STATE OF NEW MEXICO

IN THE HMaATT.R OF THE APFLICATION

OF CONSOLIDAD=D OIL & GAS, INC,,

FOR AN 23DER 5,TaBLISHILG A SPEC~

TAL FORMULA OR TH- LIT.ZMINATICE

OF ALLOWABRL:ES IN THdY BASIN DAKOTA

GAS POOL. Case No. 2504

RUSPONSE ‘80 APPLICATION

Comes now PUBCO ?ETRQL@HB CORI*CRATIOR by W. A. iel.her,
its Attorney, and in response te fhe Application herein, alleges
and says:

Pubco objects to the granting of the order prayed
for by the Applicent, Consolidatcd 0Oil & Gas, Ine., and
respectfully submits to the Commission:

That the granting of the order in whole or in part
will seriously affect Pubco in amd sbout its operation, present
and future, in the Basin Dakota @as Pool, and will result in
Pubco's abandonment in whole or in part of the drilling of
scheduled wells for 1962. That Pubco respectfully objects and
excepts to consideration by the Commission of any contemplated
establishment of minimum and maximum allowables for aueﬁ Fool.

2.
That the preration fe®smla presently in effect is
a just and workable formula and gives each well its fair share
of the existing market commensurate with the recoverable gas

reserves of the individual wells.



3.
That any refinement or change in the existing
formula should be in favor of deliversbility and a reductiom
in the acreage factor in that it is Pubse's position that well

deliverability more truly reflects recoverabls reserves.

4,

Thut it is Pubco's position that an inereasse in
the acreage factor at the expense of deliverability would in
effect viclate correlztive rightsa aii‘porlit the weaker wells
with less reserves to ultimately preéaeclsas from the common

source of supply in amounts in ezaCli of their actual reserves.

Se
That the existing foymmla provides a 25 percent
screage factor, which in efiect allocates a bssic allowable to
all wells regurdless of thelr deliverabilities merely because

of btieir existence.

6.

That it has been demonstrated that mejor changes
occur within the Basin Dakota poel in porosity, permeability,
connate water saturation, and sand thickness, all of which are
the major and important factors in determining the setual
recoverable reserves within a given Dakota drillsite. Pubco
~ proposes to undertake to dememstrate the direct reiationship

between deliverability and Pecoverazble reserves.

<.



Te
Pubco contends that if the Commission should
consider sny change im the prorstion formula, that such a’
change should be in favor of 100 percent deliverability.

8.

Pubco objects to the introduction of minimum or
maximum allowables in the ficld because such introduction
would result in substantially changing the proration formuls in
favor of a straight acreage alloeation of market und would be a

violation of correlative rights.

9.
That the Applicant acquired the acreage complained
of, and has drilled its wells with full knowledge of then and
now existing Commission orders governing the fisld.

Respectfully submitted,

PUBCO PETROLHUH CORPORATION

?irst Eatlonal Bank Building
Albuquerqgue, New Mexico

3.



BEFORE THE OIL CONSERVATION COMMISSION-
STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF )
PAN AMERICAN PETROLEUM CORPORATION, )

MARATHON OIL COMPANY, AND SUNSET

TINTERNATIONAL PETROLEUM CORPORATION

FOR A REHEARING BEFORE THE OIL

CONSERVATION COMMISSION OF THE STATE

OF NEW MEXICO TO RECONSIDER CASE NO. Case No. 2504
2504, ORDER NO. R-2259-B OF SAID

COMMISSION, BEING THE APPLICATION OF

CONSOLIDATED OIL AND GAS, INC. FOR AN

AMENDMENT OF ORDER NO. R-1670-C,

CHANGING THE ALLOCATION FORMULA FOR

THE BASIN-DAKOTA GAS POOL, SAN JUAN,

RIO ARRIBA AND SANDOVAL COUNTIES, NEW

MEXICO. )

APPLICATION FOR REHEARING

Come now PAN AMERICAN PETROLEUM CORPORATION, a Delaware corporation,
MARATHON OIL COMPANY (formerly THE OHIC OIL COMPANY), an Ohio corporation,
and SUNSET INTERNATIONAL PETROLEUM CORPORATION, a Delaware corporation,
all licensed to do business in the State of New Mexico, herelnafter

1

collectively referred to as "Applicants," and apply to the New Mexico
Oil Conservation Commission for rehearing in the above styled cause, and
for grounds therefor state:

I.

Hearing was held on this case before the Commission on April 18
through April 21, 1962. By Order No. R-2259, dated June 7, 1962,Athe
Commission denied the Application. Consolidated 0Oil and Gas, Inc. filed
an application for rehearing which was heard by the Commission on
February 14, 1963, and by Order No. R-2259-B dated July 3, 1963, and
entered on July 9, 1963, the Commission granted the application
changing the proration formula for the Basin-Dakota Gas Pool from 25
percent acreage plus 75 percent acreage times deliverability to 60
percent acreage plus 40 percent acreage times deliverability by

amending the Special Rules and Regulations for the Basin-Dakota Gas

Pool, as promulgated by Order No. R-1670-C.

~-1-



Commission Order R-2259, dated June 7, 1962, did not affect
applicants in that no part of that Order was belleved by applicants
to be erroneous; Applicants are affected by Order No. R-2259-B issued
by the Commission as a result of the rehearing in that said Order is
believed by applicants to be erroneous as hereinafter set forth.

7 II.

Finding No. 6 of Order No. R—é2595B, which adopts by reference
certain figures as being the initial recoverable gas reserves under-~
lying each non-marginal tract in the Basin-Dakota Gas Pool, 1s erroneous
in that (a) these figures do not represent the best evidence or the most
recent evidence available to the Commission and to the_proponents of the
change in the proration formula at the time of the rehearing; and
(b) these figures were derived from evidence submitted by El Paso Natural
Gas Company at the original hearing of this case, which evidence was
suitable to show total pool reserves and for establishing the general
relationship between well reserves and well deliverabilities in the pool
but which was not designed for or accurate to determine the reserves
underlying any particular tract.

ITT.

Inasmuch as thé Commission has based Finding No. 6 upon erroneous
data, all findings and conclusions, including Findings Nos. 7 and 10,
which follow upon Finding No. 6, are necessarily erroneous also. No
independent evidence exists in the record upon which Findings Nos. 7
and 10 can be based.

Iv. |

Inasmuch as the figures adopted by the Commission as the initial
recoverable gas reserves for each individual tractrare in error, the
percentages of pool reserves attributable to each non-marginal tract
and the tract acreage factors listed in Exhibit A are also 1in error;
accordingly, said Order No. R-2259-B is unsupported by substantial
evidence showing that the 60-40 formula, which it promulgates, will

protect the correlative rights of operators in the Basin-Dakota Gas Pool.

2=



V.

Findings Nos. 10, 12, 13 and 14 of said Order are not supported by
substantial evidence in that the Commission has based said Findings upon
a comparison of initial reserves with current, rather than initial,
deliverabilities, such comparison being clearly discriminatory.

VI.

The Commission's order, which the statute requires be predicated
upon'the prevention of waste, is not based upon any evidence in the
record that waste is occurring under the present 25-75 formula or that
waste will be prevented by the 60-40 formula proposed by Consolidated
and adopted by the Commission. The Commission's effort to predicate its
Order upon waste in Finding No. 13 proceeds upon the erroneous theory,
unsupported by evidence, that waste is being caused wherever a violation
of correlative rights is found to exist. Finding No. 14 that waste will
be prevented by the 60-40 formula is unsupported by any evidence in the
record.

VII.

The Commission in its Order has falled to make a finding which under
the law must be made in order to change an existing proration order,
to wit: the portion of each tract's proportion of the total pool
reserves which can be recovered without waste. The record contains no
evidence upon which such a finding can be made.

VIII.

The rights acquired by the owners and operators of tracts in the
Basin-Dakota Gas Pool who have developed their properties under the
existing 25-75 formula are prejudiced and violated by the Commission's
Order No. R-2259-B changing the basis of allocation without any
evidence that waste 1s occurring under the exlsting formula or that

waste will be prevented by the new formula.

-3_



IX.

Findings Nos. 15, 16 and 17 of said Order No. R-2259-B are
erroneous in that they are not supported by substantial evidence and
are based upon other findings which are without support in evidence
as herelnbefore stated.

WHEREFORE, Applicants request that the Commission grant a
rehearing in Case No. 2504 and that following such rehearing the
Commission set aside its Order No. R-2259-B and in all respects deny
the application of Consolidated 0il and Gas, Inc. to amend Order No.
R-1670-C. Applicants further request that the Commission grant an
opportunity for all interested parties to present oral argument upon

this application for rehearing prior to taking action thereon.

ATWOOD & MALONE
By : /W

Ross L. Malone
Roswell, New Mexico
Attorneys for Pan American Petroleum
Corporation

KENT B. HAMPTON
Division Attorney
Marathon 0Oil Company
Casper, Wyoming

N MALOtiZ/¢;4éZ£é§;z4i_~\
By: .

Ross L. Malone
Roswell, New Mexico
Attorneys for Marathon 01l Company

SETH, MONTGOMERY, FEDERICI & ANDREWS

Wh. R. Pederici

Attorneys for Sunset International
Petroleum Corporation
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BEFORE THE OIL CONSERVATION QF—!;QSIPQA e 1
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING,

CASE RO, 2504

APPLICATION OF COMSOLIDATED OIL & GAS, INC.
FOR AN AMREDMENT OF ORDER MO, R-1670-C,
CHANGING THE ALLOCATION FORMULA FOR THR
BASIN-DAKOTA GAS POOL, B5AN JUAN, RIO ARRIBA
AND SANDOVAL COUNT IES, NREW MEXICO,

APPLICATION FOR RERBARING

Comes now Southwest Production Company, one of the pro-
testants to the application of Consolidated 0il & Gas, Inc. for
an amendment to Order R-1670-C of this Cosmission, and reguests
that a rehearing be granted in such cause and in support thereof
would show to the Commission the following:

l. That this Commission has entered its Order No.
R~-2259~B vwherein it granted the prayer of the application of
Consolidated Oil & Gas, Inc. for an amendment to Orxder R-1670-C
and thereby changed the proration formula for the Basin-Dakota
Gas Pool.

2. That Order No. R-2259-B was improperly entered by
the Commission contrary to the rules of the Commission and the
law of the State of New Mexico.

3. That Order No. R-2255-B determines in Finding #10
that there is no direct correlation hetween acreage and reserves
and yet such order, irrespective of such finding, bases the pro-
ration formula 60% upon acreage. That this manifestly demonstrates
the invalidity of such ordex. That Finding #l1 specifically deter-
mines that the formula in the order is merely a makeshift sc that
the average tract in the pool will receive an allowable relatively
close to that to which it is entitled and thereby manifestly demon-
strates that the order is invalid as to all tracts which do not
happen to fit the average norm of the pool. That it is impreper
for the Commission to promulgate an order based on a determined
improper factor and that a statement that the application of such
improper factor will do justice in the average instance, does not
lend validity to the order based on such admitted improper factors.

4. That Order No. R-2259-B was entexed by the Commission
without proper findings as required by law and that such order
is not supported by evidence reguired to give the Commission
power and authority tc enter and promulgate such order.

5. That Order Ro. R-2259-B was entered by the Commission
changing a previous proration orxder for the Basin-Dakota Pool
without any showing that there was any change of condition between



the entry of Oxrder No. R-1670-C and the entxy of said Order No.
R~2289~-8, or any showing that would justify the Commission in
changing a proration order previocusly enteared by the Comaission
after application and hearing. That it is improper for the
Commission to promulgate a proration order after duas and proper
notice to all parties and hearing upoa the merits and then later
set such order aside without any showing of change of conditionm
or any other grounds to justify the cﬁmaitsiaa in changing an
ordexr previously entered.

6. That this Coammission impreperly conducted thas
rehsaring upon which Ordex Wo. R-2259-8 was founded, in that
it adnitted improper evidence and tastimony over the objection
of Protestant, all of wvhich rendexs said oxder invalid and en-
titles this Protestant te a rehearing.

7. That Ordex Ne. R-2259-B promulgates a proration order
which will result in waste being committed and which does not
protect the correlative rights of all producers in the Pool but
to the contrary, destroys correlative rights and interferes with
and destroys the corrslative rights of this Protestant.

8. That after considering the allegations herein con-

tained, this Commission should withdraw and set aside Order No.
R-2259-B, thereby once again giving effect to Order Fe. R-1670-C.

Respectfully submitted,

Attorneys for Protestant,
southwest Production Company

gEST AVAILABLE coPY



STTACHMENT 4"

Mr. T=d Stoclomay

Holme, Hoberte, More, Owen and Stoelmar

thomecys st Liw
1700 Brosdway - 2112 Tower Duilding

Consolldantad Gll & Gas, Ine,
dritern Bullding

£15(0 Zsst Mexieco . venue

2 nver 22, Colerado

Mr, Jason Kellahin
Kellzhin & Fox
«ftortcys &0 Law

P. G. Box 1713

Cants Fe, New Mexiceo

Mr. J. J, Lacey
Tenncco Oil Compsny
P, 0. Box 1714
Durango, Colorado

Mr. Howirxd Bre-iton
Hervey, Dow & Hinkle
P. O. Box 10
RoswWasil, How Mexico

My, dQeorge Selinger
tkelly Gil Company
P. O. Boz }»éﬁg
Tulz: 2, Qklshoms

Mr., P. J. Parrelly

Compuse Exploration Compeny
101 University Boulevsy
Denver G, Colorazdo

Mr. Roy C. Jeter
Wesbern Notursl Gas Compuny
823 Midiand Tower

Mr. Willism Federiel

foth, Mon ry, Pedericl & :ndrews
P. O, Box

Fenta ?ﬁ; Hew Maxico

¥Mr. Ben Howell
Ei Puio Hutural Gas Cewmpsny
P. 0. Box 1492
El Puso, Texan

Mr. Kenneth Swanson

sztee 011 & Gus Compuny

920 Mercsntile Securitles Bullding
Dallas, Texas
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Mr. Quy Buell

Pan -mericun Petrolzum Corporation
P. 0. Box 1410

Fort Worth, Texus

Hr. 9. . » K{flf?h‘f’f,

~trorocy =t Law

First Hotlon:l Benk Bullding
slpuguergue, Now Mexleo

Mr., Beb ¥ymn

Dolpnd~Teyloe 01l Covporutlien
Pidelity Union Tower

Driles 1, Texos

Mr., Georgs Zston

Pen cmerican Petroleuws Corporction
P, O. Box 2‘&}

Formingion, Hew Moxico

Mr, George Mills

The tlontie Refining Comp-ny
P, 0. Box 379

ursngo, Coloredo

Mr. Booker K.lly
Gllbert, White & Gilbert
P. 0. Box BT

frnte Fe, New Mexloo

U. 7. Gzologleal survey
P. 0. Box 959
Parmington, New Mexico

Mr, -, F, Holland

Czulkine Q11 Comp:ny

1130 First Botionsl Bunk Building
penver, Color:do

ﬁr. John o, C&mm, J!’p
Tidew:-ter Q11 Compsny

P. O. Box 1404

Hourton 1, Texns

Bruce nderson 011 omxi Gas Propertice
fulte 930

The Petrolewm Club Bullding

Denver 2, Colorcdo

The Froantler Refining Compewny
4040 K:st Loulsisna svenue
Penver 22, Colorudo

Kuy Kimboll Ol Opersztor
P. 0. Box 1540
Fart Worth, Tex.s

Ploncer Production Corporation
P. 0. Box 2542
-merilio, Tex:s




¥r. John J. dedfern
1203 wilco Bullding
Midland, Texan BEsT AVA’LABL E Copy

zouthwast Production Company
207 Petroloum Ciud Plaga
Fermington, New Mexiso

!2‘; %?:’ Bi. ck
Toanpg0 IDBG,
F. O, Box 3109

Mr. He Do Bushnell, sttorney
cmzrade Petrolzum Corporatlon
Tules 2, Oklehoma

Mr., Rosc Malone
staood & Malone
Lttorney: at Law
P. 0. Lrawer TOO
Roswell, Now MexicO

Verity, Burr & Cooley
~btorheys ot Law

152 Petroleum Center Bullding
Fapmington, New Megico

Mr. Moanucl Senehez
~ttomey &t Law

P. O, Bok obL

cants Pe, New Mesxico

briccoll & Llewellyn, sttormeye st Law,
3110 southland Cevnter
Dalles, Texae

The British smerican Oil Producing Company
P. Q. Box 330
Permington, Hew Mexlco

#r., Kent B, Hampton
Harathon 011l Company
P, O, Box 120
Covper, Wyoming

Mr. Bill lour

sunrey Mid-Continent 011 Company
P. 0. Box 2039

Tuls: 2, Oklahoms

pMr. Frank Gorhom

Pubce Petroleum Corporation
Pirst Netionm:l Bank Building
~1lbugquerque, New Haxice
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Continental 011 Compuny

Burango, Colorzde
tifn:  Wr, H. B, Haley

Be:xd Q11 Compiny

hé6 Comeron Bullding
Okl:hom: City, Oklihoms

8&5T A
2290 AVAILAR ¢ Copy




H
i

BEFORE THE OIL CONSERVATION COMMISSION

STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF

EL PASO NATURAL GAS COMPANY FOR A
REHEARING BEFORE THE OIL CONSERVATION
COMMISSION OF THE STATE OF NEW MEXICO
TO RECONSIDER CASE NO. 2504, ORDER NO.
R-2259-B OF SAID COMMISSION, BEING THE
APPLICATION OF CONSOLIDATED OIL AND GAS,
INC. FOR AN AMENDMENT OF ORDER NO. R-
1670-C, CHANGING THE ALLOCATION FORMULA
FOR THE BASIN-DAKOTA GAS POOL, SAN JUAN,
RIO ARRIBA AND SANDOVAIL COUNTIES, NEW
MEXICO.

Case No. 2504

!

APPLICATION FOR REHEARING

Comes now EL PASO NATURAL GAS_COMPANY, a Delaware Corporation, with
license to do business in the State of New Mexico, hereinafter called
"Applicant," and files this, its application for rehearing before the
New Mexico Oil Conservation Commission, hereinafter called "Commission,“
in the above styled and numbered cause, and, for grounds therefor, would
respectfully show:

I.

Hearing was held on this case before the Commission on April 18
through April 21, 1962. By Order No. R-2259, dated June 7, 1962, the
Commission denied the Application. hConsqlidated 011 and Gas, Inc. filed
an application for rehearing which was heard by the Commission on .
February 14, 1963, and by Order No. R-2259-B dated July 3, 1963, and
entered on July 9, 1963, the Commission granted the application
changing the proration formula for the Basin—Dakota Gas Pool from 25
percent acreage plus 75 percent acreage times deliverability to 60
peréent acreage plus 40 percent acreage times deliverability by
amending the Special Rules and Regulations for the Basin-Dakota Gas

Pool, as promulgated by Order No. R-16T70-C.



The Commission's Order No. R-2259 did not affect applicant in the
sense of Rule 1222 of the Statewide Rules of the Commission (Rehearings)
in that there was no part of that Order believed by applicant to be
erroneous. Applicant 1s affected in the sense of Rule 1222 for the first
time by Order No. R-2259-B issued by the Commission as a result of the
rehearing in that said order is believed by applicant to be erroneous
in many particulars hereinafter set forth.

, II.

Finding 6 of said Order No. R-2259-B, which Finding 1s to the
effect that the initial recoverable gas reserves underlying each non-
marginal tract are the reserves shown in Column C of Exhibit A
attached to said Order, is erroneous for the following reasons:

A. The evidence in the record does not support such Finding and
the Commission's determinations of individual tract figures is
apparently obtained from calculations made on rehearing by Consolidated
0il & Gas, Inc. which were based upon data as to average reserves
obtained at the time of the original Hearing by Consolidated Oil and
Gas, Inc. from estimates in the files of El Paso Natural Gastompany,
which data is shown by the undisputed evidence to have been revised and
replaced by different data as more information became available from
drilling of additional wells, resulting in changing the estimates of
average reserves. The parameters used in making estimates for entire
townships were often based upon core data obtained from one well which
data was shown by core data obtained from subsequent wells not to be
representative of the entire area.

B. The conclusions offered by Consolidated 01l and Gas, Inc.,
which have been adopted as Findings by the“CQmmission, were based upon
estimates made by E1l Paso Natural Gas Company as a portion of a
continulng reserve study of reserves underlying the entire Basin, which

studies, as testified by the witness David H. Rainey, are the best
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available for determining total pool reserves and for establishing the
general relationship between well reserves and well deliverabilities for
the pool but are not designed for or accurate to determine the reserves
underlylng any particular tract.

C. The determinations of fact are based solely upon the con-
clusions of Consolidated 0il & Gas, Inc.; are not supported by evidence
in the record and such determinations are erroneously used by the
Commission by reaching the further conclusions contained in Findings No.
7 and No. 10, thus basing one set of conclusions upon another set of
conclusions without direct support in the record.

IIT.

Since the initial recoverable gas reserves for each individual
tract are in error, the percentages of pool reserves attributable to
each nonmarginal tract and the tract acreage factors listed in said
Exhibit A are also in error; accordingly, said Order No. R-2259-B fails
to afford to the owner of each property in the pool the opportunity to
produce his just and equitable share of the gas in the pool, insofar as
this can be done without waste, and fqr such purpose to use hils just
and equitable share of the reservolr energy, and is therefore violative
of correlative rights.

Iv.

Findings Nos. 10, 12 and 13 of the Commission's Order are not
supported by the evidence for the reason that the deliverabilities
shown in Column B of Exhibit A of the Commisslon's Order are the most
recent deliverabllities while the reserves shown in Column C of said
Exhibit A are estimates of initial reserves and a comparison of the
relationship between reserves and deliverability is discriminatory
when the ratio of initial reserves to current deliverabllity of one
tract which has produced over a period of several years is compared

with the ratio of initial reserves to initial deliverability of
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another tract. Since the Commission has obviously used initial reserves
in comparison with current deliverabilities in making its Findings Nos.
10, 12 and 13, such Findings are clearly erroneous and are in conflict
with undisputed evidence that such comparison is discriminatory.

V. .

The Commission's Order, which the statute requires be predicated
upon the prevention of waste, is not based upon any evidence in the
record that waste is occurring under the prgsent 25-75 formula or that
waste will be prevented by the 60-40 formula proposed by Consolidated
and adopted by the Commission. The Commission's effort to predicate its
order upon waste in Finding No. 13 proceeds upon the erroneous theory,
unsupported by evidence, that waste is being caused wherever a violation
of correlative rights is found to exist. Finding No. l4 that waste will
be prevented by the 60-40 formula is unsupported by any evidence in the
record.

VI.

The Commission in its Order has failed to make a finding which
under the law must be made in order to change an existing proration
order, to wit: the portion of each tract's proportion of the total
pool reserves which can be recovered without waste. The record con-
tains no evidence upon which such finding can be made.

VII.

The record does not contain evidence upon which the findings
requlired by the statute to be made before changing the existing
proration order can be based, and the rights acquired by the owners of
tracts who have developed thelr properties under an existing order have
been prejudiced by changing the basis of allocation without evidence to
support such changes. Specifically, there is no evidence to support
the Commissiont!s finding as to the reserves underlying each individual

tract; there is no evidence to support a finding, and none was made,
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of the portion of each tract's proportion of the total pool reserves
which can be recovered without waste: there is no evidence to support
the Commission's finding that the protection of correlative rights is
2 necessary adjunct to the prevention of waste and that waste will
result unless the Commission acts to protect correlative rights; and
there is no evidence in the record that waste is occurring or will
cccur under the existing allocation formula.

WHEREFORE, Applicant requests that, pursuant to Rule 1222 of the
Rules and Regulations of the New Mexico 0il Conservation Commission and
Section 65-3-22(a), New Mexico Statutes Annotated, 1953 Compilation,
that the Commission grant a rehearing in Case No. 2504 and that,
following such rehearing the Commission set aside its Order No.
R-2259-B and in all respects deny the application of Consolidated 011
and Gas, Inc. to amend Order No. R-1670-C. Your Applicant further
requests that the Commission grant an opportunity for interested parties
to present oral argument upon this application for rehearing prior to
taking action thereon.

/S/ Ben R. Howell
Ben R. Howell

/S/ Garrett C. Whitworth
Garrett C. Whltworth

SETH, MONTGOMERY, FEDERICI & ANDREWS

By /S/ Wm. Federici
Attorneys for El Paso Natural
Gas Company
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(OSGEORE {THR)ORL: AN 3LRVATIOR COMMISSION
OF THE STATE OF NEW MEXICO

IN THEE MATTZR OF THE HEARING
CALLED BY THE CIL CONSERVATION
COMMISSICK OF NEW MEXICO FOR
THE PURPOSE CF CONSIDERING:
CASE KO. 2504
REHEARING

APPLICATICK OF CONSOLIDATED OIL & GAS,

INC., FCH AN AMENDMEKT OF ORDER NOC.

R-1670~C, CHANGING THE ALLOCATION FORMULA

FOR THE BASIN-DAKOTA GAS FOOL, EAN JUANK,

RIO ARRIBA, AND SANDOVAL COUNTIES, NEW MBXICO.

STATEMENT

At the conclusion of the rehearimg in the sbove
entitled cese at Seanta Fe on Februsry 185, 1963, the
Commission anncunced that permission would be granted to
any interested parties to file, within twenty days theresiter,
s statement for consideratiorn by the Commiseion. Hence, this
statement is now being filed on behalf of PUBCC PETHROLEUM CORP.

On February 23, 1962, Consolidated Cil & Ges, Inec.
filed its Lpplication for an erder cstabliashing a special |
formula for the determination of allewables in the Basin-
Dekota Gas icol. The case was docketed as No. 2504,
Briefly, the Appliceant asked the Commission to sbandon the
formula for the gas pools of Northwestern New Mexico based
on 75 X 25, and sdopt a 40 X &0 formula. PUBCO PETROLEUM
CCORP. filed a response to the Appliceation, objecting to the
granting of the order prayed for, alleging that the granting
of the order, in whole or in part, would seriously affect
PUBCC in and about its operation, present and future, in the



Besin-Dakota gas field, allegimg further that the proration
formula presently in use was a Just and workable formmla and
gave cach well its fair share of the existing market commen-
surate with the ratio of recoverable gas reserves of the
individual wells, as compared to the total recoverable
reserves of the pool. FUBCO further slleged that if the Com-
mission should comsider any change in the proration formula,
that such a change should be in favor of 100% deliverability.
PUBCO further alleged, in 1ts response, that changing the pro-
ration formula would be a vielation of eerrelative rights;
and directed the attention of the Commission to the fact that
the Applicant had acquired the acreage sompleined of, and had
drilled its wells with full knowledge of the then and now
existing Commission orders governing the field.

Many pleadings were filed by oil eompanies, and
others interested, and the ease was tried before the Commission
on April 18, 19, 20 and 21, 1962.

On June 7, 1962 the Commission entered its order
denying the Application‘by Consolidated to amend Order No.
R-1670-C to esteblish an allocation formula for the Basin-
Dskota Gas Pool based on 40% acreage X delivarability plus
60% acreage. In paragraph 4 of the order of the Commission,
it was stated on behalf of the Commission as followa:

"(4) That the evidence presemnted at the hearing
in this case concerning recoverable gas reserves
in the subject pool 1s imsuffieient to justify
eny change in the presem¢ allocation formmlas.®
| Theresafter, and on Jume 27, 1962, Comsolidated filed
its petition for a rehearing mpor the grounds therein stated,
all of which will appear therein, referemse thereto being had.



Cn July 7, 1962, the Commission acted upon the petitiem
for rehearing, but provided as follows:

"(2) That the scope of such hearing shall be

limited to matters congerning resoversble gas

reserves in the Basip-Dekota Ges Pool."

The action of the Commission im limiting the scope of the re-
heering probebly stemmed from a desire on the part of the
Commission to take into consideration the decision of the
Supfeme Court in the so~-called Jalmat case. In the third
paragraph on page 6 of the Jalmat case, the court declared
that the Commission had failed to meke a finding as to the
‘smounts of recoverable gas in the pool or under the various
tracts, and as to the amount of gas that could be practicably
obtained without waste. In addition, it was the opinion of

the Supreme Court that the Commission should have made findings
88 to drainage, that correletive rights were not being pro-
tected under the o0ld formula or at least béing protected under
the new formulas to the extent, "irsofar as practicsble”. It
may be speculated upon that the Supreme Court would not have
reversed the case had the Commission and proponents of deliver-
ability specificsally estimateé.the reserves in the wells in the
Jalmat pool and compared its recoverable reserves to delivepr-
ability insofar ss practicable,

At the outset it mey be seid that the burden of proef
rested myuarely on Consolidated to prove its case on reheariﬁg,
as well as the originsl hesring. Pubco contends that Consoli-
dated failed to sustain the durder of preof. Xo new evidence
was introduced to cause the Commission to reverse its decision
of June 7, 1962. Consolidated failed te¢ submit to the
Commission any independent emgineering or testimony of any



Petroleum engineer or geologi:t whose testimony was based on
an independent investigation and study in the field. Instead,
Consolidated submitted before the Commission several exhibits
built up on graphs and the statistics introdusced in evidense
at the hearing on April 18, 1962 by El Paso Natural Gas Co.,
based on the number of wells in the field as of April, 1962.

Testimony was introduced before the Commission on
Februsry 14, 1963 to prove that since April 1, 1962 some 200
additional wells have been built in the pool. Conseguently,
any testimony offered by Consolidated, even based on El1 Paso
Natural Gas Company's exhibits, intreduced at the April, 1962
hearing, would be obsolete and of no prodbative value whatever
tc the Commission and its staff,

It is contended here that Consolidated failed to
comply with the order of the commission granting a new hearing;
that the exhibits introduced were not based on independent
engineering or geology, but on hesrsay entirely. Consolidated
rested its entire case on exhibits numbered 3 and 4. Exhibit
4 was sn I.B.M. caloculation of 70 pages, containing 2,870 items,
with thousands of figures, all based on an assumed state of
facts and sets of figures prepared by El Paso Natural Gas
Company for the April, 1962 hearing.

On Februsry l4th and 15th, Pubeo submitted extensive
testimony by twoe expert witnesses: Dan Cleveland, a Petroleunm
Engineer, and Frank Gorham, a geologist, accompanied by care-
fully prepared maps and graphs, demonstrating that the present
existing formula should be continued, Wut that if there should
be any change in the formula now being used in the pool, it
should be in the direction of deliverability, for the primary



reason that most of the 729 wells now in the pool have been
drilled on 320-aecre traects.

It was polnted out by several witnesses before the
Commission that a number of small eperators in the pool have
been financed by bankers and others on the assumption that
there would be no shange in the fermula and that wells were
being drilled and acres were being leased on that basis.

At the conclusion of the statement and testimony of
Februsry 15, the following statement was made on behalf of
Pubco:

"It is respectfully subnitted %o the Commission

that we have prodused here eempestent testimony

to show and to determine the Peseverable reserves

on & traet basis for each well and tract in the

field; we have alaso offersd evidence before the

Commission tc show the recovalfable reserves under

the developed portion of the entire 1. Pubeo's

conclusion from the work dome, exhibits and data
sudbmitted, have demonstrated, in our opinion,

beyond a question of doubt, %hat if esch well is

to receive its fair share of the market in pro-

portion to the reserves under the tract as

related So the whole, that the existing formula

should be left where it is, bt if there is to

be any change made, it should be 100% deliverability

times aeresge."

The testixony or Messrs. Cleveland and Gorham for
Pubco and Mr. Rainey for El Paso Netursl Gas Co. furnished
the Commission with all necessary data to make 2 determinstion
in this case, such data being of invaluable assistance %o
the Commission and its staff. 1§ is contemded by Pubco that
Consolidated failed utterly to éarry out the promises implied
in its petition for rehearing, and that in all justice, the
Commission should enter its order confirming and reiterating

its order of June 7, 1962. Amy other ecurse by the Commission



would inevitably lead to chaos in the Basin-Dakets Pool.

Respeatfully submitted,
PUBCO PETROLEUM CORPORATION

{()MCZZJLI

Firlt Katlennl Bank Bldg.
Albuguwsrque, Rew Mexico




W. A. KELEHER
A. H. McLEOD

T. B. KELEHER
JOHN B. TITTMANN
RUSSELL MOORE
WILLIAM B. KELEHER
MICHAEL L. KELEHER

LAW OFFICES
aF

W. A. KELEHER LY

P R
A. H. MCLEOD B
R T
ATTORNEYS AND COUNSELLORS AT LAW. f:"’) "
KT 4
FIRST NATIONAL BANK BUILDING ! i ity .
o e -~
ALBURUERRDUE, NEW MEXICO y zfj

February 27, 1963

0il Conservation Commission
Santa Fe, New Mexico

Gentlemen:

Enclosed please find original and three
copies of Statement being filed on behalf of
Pubco Petroleum Corp. in case No. 2504, the
original and two copies being for members of the
Commission and one copy for the staff.

Yours very truly,

WAK:cp dﬁi%:ﬂfggélﬁlﬁlsr»_s

Enclosure

-
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APPLICATION OF CONSOLIDATED OIL AND
GAS, INC., For an Admendment of Order

CASE 2504
No. R-1670-C Changing the Allocation

Formula 1in the Basin-Dakota Gas Pool

WRITTEN STATEMENT OF EL PASO NATURAL GAS COMPANY

It 1s always proper to keep in mind the nature of
the proceedings under consideration. Thils hearing grew out
of an application by Coﬁsolidated 0il and Gas, Inc.
(Consolidated) for a revision of Order No. R-1670-C, an order
which went into effect without appeal. The burden of present-
ing evildence lles upon Consolldated. It goes wlthout saying
that the evidence must be clear and convincing to Justify any
change 1n property rights and relationships which have been
entered in reliance upon the existing proration order.
Consolidated's attorney argues that the existing
order 1s completely void. The great majorlity of operators
in the Basin-Dakota Pools, do not agree with this position
and here urge continuation of the present order. Consolidated
relies upon the Jalmat Case as authority for this startling
statement. The Commission is well aware that the original
order 1n the Jalmat Case contalned substantially the same

findings as Order No. R-1670-C. The Supreme Court left intact



the original order, holding that the Commission must make certain
specific findings to change that order. The original order in the
Jalmat Case is in effect today just as Order No. R-1670-C will
remain in effect until changed by the Commission. The Commission's
acceptance of Consolidated's position on this issue would, in effect,
condemn every proration order entered prior to Jalmat, none of which
contained the specific findings. Other companies supporting the
Commission's order are briefing this legal point and we do not wish
to duplicate their work.

It is El1 Paso's position that the critics of Order No. R-1670-C
have failed to produce evidence Justifying or supporting any change in
the existing order. In addition, we believe that the group supporting
the existing order have produced evidence that compels the Commission
to find that only acreage and dellverability are practilicable factors
to consider in making an allocation formula. The statute authorizes
the Commission to give '"equitable consideration to acreage, pressure,
open flow, porosity, permeability, dellverability and quality of the
gas and to such other pertinent factors as may from time to time
exist, and so far as 1s practicable, shali prevent drainage between
producing tracts in a pool which is not equalized by counter-draniage."
A reading of the record 1in this case can lead only to the conclusion
that there 1s not sufficlent evidence of pressure, of open flow, of
porosity, of permeabllity or quality of gas to make a practicable

determination of recoverable gas reserves underlying each individual



tract or proration unit. No evidence supports the use of any factors
other than "deliverability" and "acreage." No operator has introduced
testimony to support use of any other factors.

The 1ssue then bolls down to the relative welght given to
acreage and deliverability in makling an equitable and practicable
allocation formula. Many companies advocate use of straight
acreage as a desirable formula because of the small-tract problem
which exists in some areas. The San Juan Basin, and particularly
the Basin-Dakota Gas Pool has substantially the same acreage
dedicated to every well, wlth only flve wells varylng substantially
from the 320 acre pattern. In many pools the acreage attributable
to one well will vary from 320 acres to a fractlon of one acre.

Under conditions here exlsting acreage is merely a "per well"

factor. To apply acreage here 1s in effect to use the "per well"
factor which is so bitterly criticized in formulas combining an
acreage allowance and a "per well" allowance. The use of 100%
acreage 1in the Basin-Dakota Pool would in effect give every well

the same allowable, disregarding undisputed evidence in the record

as to great differences in thicknesses of net effective pay, porosity,
water content, pressure, and {communication into the well bore).

The use of a 25% acreage factor does provide a minimum to prevent
premature abandonment of the poorer wells,

Continuing studies, as testified by D. H. Railney, reveal

that correction of the parameters used in estimating recoverable
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reserves by additional data as new wells are drilled is bringing
the estimate of recoverable gas reserves closer to the measured
deliverability for the average well. While admittedly there are

a few wells where the dellverability does not closely correlate
with the current estimate of the new recoverable reserves,
nevertheless for the great majority of wells, the use of deliver-
ability 1is the best yardstick available to the Commission to
estimate the recoverable reserves underlying each tract. The
record is clear that "determinations of recoverable reserves"

are but estimates, using the best data available, of the volumes
of gas that will be produced from a tract prior to the operator
abandoning the well located on the tract. The economic factors
which compel abandcnment are brought out in Pubco's studies,
Corrections of reserve estimates, as additional data were obtained,
demonstrates that deliverablllty may be a better indication of
recoverable reserves than volumetric estimates obtained by averag-
ing the avalilable data upon a township-wide basils.

The proponents of an amended order have obtained core
analysis and well log data from many of their opponents. The
proponents did not see fit to introduce at the rehearing any
testimony based upon such data. Proponents made no attempt to
allocate reserves to each tract as a result of their own work.
Proponents merely adopted El1 Paso's work presented at the April,

1962 hearing and urged the Commission to use thls work as a basis
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for finding the recoverable reserves under each tract. The
testimony shows that El1 Paso regards its work as appropriate
for determining the over-all reserves in taie pool but as inadequate
to furnish valid recoverable reserves underlying each tract
except in averagling the data as was done in El Paso's exhibits.
Futhermore, the uncontradicted testimony shows that as a result
of new information and of El Paso's continuing study, the reserve
estimates made in April, 1962 have been revised and were changed
before Consolidated introduced its exhibits based on such estimates,
It is crystal clear that a finding by the Commission of individual
tract recoverable reserves based upon estimates, which the estimator
says are out of date; would not withstand attack., But as to a
number of wells El1 Paso did not have sufficient information even
to estimate. Proponents attempted to cover this unexplored area
by extrapolation of reserve contours., D, H., Ralney's testimony
shows that this method of extrapolation can be used to determine
pool-wilde reserves but 1is inadequate as the method of determining
gas reserves underlying any particular tract. A finding based
upon out of date estimates and Insufficient information could not
survive a court's scrutiny.

The exhibits offered by Consolidated are subject to attack
for many reasons. Thelr Exhiblt 3 is based upon out of date
estimates and uses extrapolation to f1l11 in gaps. This unreliability

is carried forward into Exhibit 4, which compounds lnaccuracies by
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comparing original reserve estimates against current deliverabilities.

It is obvious that comparisions must be made at comparable times.
The use of current deliverabllity against original reserves will
give a distortion. The evidence shows that both reserves and
deliverabilities decline as well produces. All of Consolidated's
conclusions and thelr Exhibits 5, 6 and 7 depend upon the accuracy
of Exhibit 4. When Exhibit 4 is shown to be inaccurate, then all
the conclusions drawn and Consolldated's remaining exhibits also
fall.

It is apparent when considering the averages that differences
in recoverable reserves are best reflected by differences in deliver-
ability. Any allocation formula must be based upon the practicable.
If it is not practicable, for lack of core data and other information,
to make a volumetric calculation of recoverable gas reserves under
each tract then the only practical tool to use to reflect admitted
differences is that of deliverability. In this pool the acreage
under each well is practlcally l1dentical. We contend that no
specific findings are required to maintaln validity of the original
allocatlion order. If the Commission deslres to make findings,
then there 1s sufficlent evidence from which the Commission can
find that (1) the amount of recoverable gas under each producing
tract can be estimated by using the deliverability of the well
located on that tract; (2) the total amount of recoverable gas

in the Basin-Dakota Pool 1s approximately 2.25 trillion cubic feet;
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(3) the proportion that the recoverable gas under each tract

bears to the total amount of recoverable gas in the pool is the
proportion of the deliverability of the well located on that

specific tract to the total deliverablility of all wells 1n the

pool; and (4) by using the formula prescribed by Order No. R-1670-C,
the recoverable gas underlying each tract can be recovered

without waste. There 1is also evidence to support a finding that
under Order No. R-1670-C the drainage from one tract to another

is equdlized by counter drainage from the other tract.

2o S ol

Howell

SETH, MONTGOMERY, FEDERICI & ANDREWS

By ) el R}Q&U’Aw
William R, Federicl

Attorneys for E1l Paso Natural
Gas Company
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New Mexico 011 Conservation Gommission  o°°
P. ©., Box 871

State land Office Bullding

Santa Fe, New Mexico

Subjeet: Statement of Sunset International Petroleun
Corporation and Caulkins 011 Company Re Case 2504,

Gentlemen:

Sunset Intermational Petroleum Corporation and @aum:u
011 Company again wish to state their opposition to
ghenge of the auwﬂm formuls for the Basin-Dakota
Pool which would give morye welght to screage or less weight to
deliverability.

The testimony and u&&i’e&ta presented at the rehearing of
Case 2504, and at previous hear » prove conclusively that
there 18 2 direct relationship b on deliverablility and
reserves in the m-m-»mm m Pool, and that 1f delivera-
Bility is given at lesast 75 pereent weight in the allcoation
formula, the protection of correlative rights will be achieved.

Bven if the Commission should be of the bellef that the
formula should be changed to give less welght to deliverability,
it iz submitted that the record of Case 2508 does not sontain
sufficient evidence of & substantial nature upon which an
order could be based. At the rehearing ad‘ %&:&s cRBe, am pro-
ponents of the change in formula purport :
tion from which thse cmmfm pould mkice
by ma Ja}.mt éne%gigax(

d, however, thia v ﬁmas, mﬁ mmuiarlx tm
axhibit from wkieh recoverable reserves were estimated, cannot
be considered substantial beobuse it 1s based on conjecture and
surmise. mg & Court or sdministretive dody cannot base its
findings upon eonjecture or surwise 18 clearly settled by ‘&!w

decislions ef the New Mexlso W Court (See, e.g., Stambaug
v. Heyey, 44 N.M. 443, 103 p.2d 6RO), Nor oiisx an expert base } P

ILLEGIBLE



.1, MONTGOMERY, FEDERICI & ANI' ~WS
ATTORNEYS AND COUNSELLORS AT LAV

P. O. BOX 828 *Q?‘i

SANTA FE, NEW MEXICO

AR !;‘}ék&i’*@;\i

ssion -2 February 25, 1963

To N. M. 011 Conservation Coumsi

testimony on facts which do not afford a basis for a reasonably
Sccurate conclusion. The rule is stated in 29 Am. Jur.,
Evidence, See. 795, 26 follows:

“. . .the faets upon which the : bages

his opinion or conclusion gut pemait reasonadbly

aceurate conclusions as distinguished from mere

guess or conjesture. Expert opinion testimony

ggau%ﬁ not bg':é;m o extend t: the ggm of
Beless oon ure conderming matters not suseep-

tible of reasonably accurete eopolusions,

To the same effect, see 32 C.J.8., Evidence, Sec. 822.

e submit that Comsolidated O1l & Ons, Ine. fatled to use
good englneering preetices in arriving at its estimates of
recoverable reserves in the pool and that this evidence, and
ggi testimony or exhibit based theveon, is without substantia)

im,

acats of the changs. in foraiia hony 120,200 the other
preponenta of ¢ Mige in forwmu ve the burden of prov
that the change is justified; the bwrden of proof is not
opponents of a change to prove that the present fo waula s
cgrr?atp The propenents have failed to meet this burden of

In view of the foregoing, it is submitted that the
applicants have made no otse for & ¢hange in the alloeation
formula for the Basin-Dakota Gas Pool, Accordingly, the
Commission should enter its order reaffirming Order No. R-2289,
denying the application.

Respectfully submitted,
SETH, wMoNT

o L Fodeve
torneys 6 @‘Mtim@

Petroleus Corporation sng
Caulkins OL1 Company.

RAM L

ILLEGIBLE



SKELLY Pl
i ‘: ,.‘vf‘;

£ i.",f,’} ﬁ;:} . ‘lw‘i;,‘:;:‘
SKELLY OIL COMPANY
« e Box 165 ' “ooy {?!
TULSA 2. OKLAHOMA
PRODUCTION DEPARTMENT Febm 21’ 1963
C. L. BLACKSHER, VICE PRESIDENT
GEORGE w SELIAGER.‘MGR, CONSER;ATION RQ: case gﬂ. 25&& - Re'Hming
Order No. R=1670~C
Mr. A. L. Porter, Jr. \}3\,&
New Mexico 0il and Gas Conservation Commission < Ny

Santa Fe, Hew Mexico
Dear ¥Mr. Porters

In line with the announcement made by the Commigsion that
they would accept statements or briefs within twenty days after the
close of the hearing on February 15, 1963, we wish to file this
statement on behalf of Skelly Oil Company having an interest in
thirty-five wella in the Basin Dakota Gas Pool,

We believe that the granting of the application is a step
in the right direction which is away from total or partial use of
deliverability in the allocation of gas for proration purposes on
the part of the States Those familiar with the gas business under-
stand that deliverability is generally the ability of a gas well to
produce into a line for marketing purposes, and such deliverability
tests usually involve three consecutive and continucus periods,
such as pre-flow and conditioning, test flow, and shut-in pressure.
It is evident that the line pressure of various purchasers or
takers enter into the amount of gas producible of respective wells
connected thersto, and such variation mskes it imposgible to have
satisfaction in such formula. Additionally the continuous
requirement of deliverabllity periodically finds a great many wells
unable to comply with the periodic testing, and hence supervisory
control on the part of the State is greatly handicapped. We believe
that a formula simple in nature is most easily supervised by the
State, and despite the continucus efforte by opponents in this Case,
that as Pubco states Yihere is a relationship belween deliverable
and recoverable reserves,” and as gtated by El Pasoc "there exists
a direct and constant relationship between deliverable and recover=~
able reserves in the Basin Dakota Pool," nevertheless the State
Supreme Court has stated in the Jalmat Case that there is no
relationship between the two, and therefore we believe this Commission



Hr, A. L. ?orter, Jdr.
February 21, 1963
Page 2

should follow this edlet until otherwise changede.

The difficuliles of the Oll Conservation Commigsion have
greatly increased in the pest few years due mainly to the proration
of gas in the State both in Southeast and Northwest New Mexico. It
is the writer's fealing that these grealt many difficulties in
adninistration encountered by the 01l Conservation Comaisaion are
due to an effort to attampt to please the purchasers and trans-
porters of gas, whereas in trulh and fact the main and sole purpose
of the Cormission is to regulate the production, Deliverability
as &8 factor in allocation is axclusively for the benefit of the
purchaser or traasporter, and for their convenience only. It is
felt by this writer that the Commiassion should return to their main
objective of regulating the production of gas from the wells in a
regervoir, and if this ie done we believe that the many burdensoms
problems encountered by the Commission would gradually be eliminated
in the near future. by kKeeping the formula simple and restraining
the supervisory control ef the Gommission over production, in line
with the dominant duty of tixis (ommission under the Act., we believe
that tne many problems now encountered would evaporate,

Aespectfully submitted,

(S1gned) GEORGE W. SELINGLR

Gi8sbr

cc=Consclidated 0il & Gas, Inc,.
L1506 Fast Mexico Ave, @ _,

Denver 22, Colorado

ire Jason Kellahin Q
Santa Ye, ew Hexico $\
A,



Statement made on behalf of Sunray Mid-
Continent - Re: New Mexico 0Oil Conservation
Commission, Case 2504, Application Formula
Basin-Dakota Gas Pool

Sunray Mid-Continent 0il Company believes that gas
should be allocated on the basis of reserves. We do
not believe that deliverability reflects reserves.
We believe that acreage and the thickness of the
production formation more nearly reflect reserves.
Since acreage more nearly reflects reserves than
deliverability and Consolidated Gas and 0il, Inc.
formula contains a heavier factor of acreage than
the present formula we would urge the Commission to

adopt the Consolidated formula.



P. O. Box 2542
Amarillo, Texas

New Mexico 0il Conservation Commission
Santa Fe
New Mexico

Attention: Mr. A, L. Porter, Director
Gentlemen:

Pioneer Production Corporation presently operates twenty-two
wells in the basin Dakota pool and has varying interests in
twelve other wells in the same pool that are operated by others.

We do not believe that on the basis of the testimony presented
at this hearing there is any justification for a change in the
allocation formula from that provided by Rule 9(c) of Commission
Order No. R-1670, dated May 20, 1960, as amended by order No.
R-1670-c, dated November 4, 1960.

Accordingly, we recommend that the Commission deny the application
of Consolidated Oil and Gas, Inc.

Yours very truly,

Pioneer Production Corporation

o 7)1l

E. S. Morris,
Vice President

ESM: jt



For Commission Records: Basin-Dakota Hearing
Case #2504

Roy Jeter, Assistant Division Superintendent, on behalf
of Western Natural Gas Company urges the Commission to retain the
rules in the present form, believing that deliverability bears a
reasonable relationship to recoverable gas reserves and that the
present allocation formula furnishes a practical measuring device
to permit each operator to produce his fair share of the reservoir.

WESTERN NATURAL GAS COMPANY

————

N e a ;
e e, Z{/ y[Zd*ix\/'
. . / ) // 7

By: Roy C. Jeter



STATEMENT POR CASE NO, 2504 - APPLICATION OF
CONSCLIDATED OIL ANDP GAS INC. TO CHANGE THE
BASIN DAKOTA ALLOCATION FORMULA

&;gs‘xlc is Texaco's opinien that deliverability does not
have a,correlation to the recoverable gas reserves in place
under any particular tract and, therefore, should not be
considered as a fsctor in the prorating of gas production,

It is believed that to include deliverabllity as a factor
incresseg the tendency to perforate longer intervals and
fracture with larger trestments which results not in an increase
in the reserves for any particular well but merely in an
increase in the well's deliverabllity., We belleve that such
practices as this in an effort to increase deliverabilicty

can cause both physical and economic waste., Texaco believes
that, to protect the correiative rights of all parties
concerned, the most equitable proration formu.a for the Basin
Dakota Gas Pool would be a formula based upon 100 per cent
acresge.

Taxaco willl alvays strongly urge that both oill and
gas proration formulas b2 based upon 100 per cent acreage;
however, we are in favor of any change in the Basin Dakota
allocation formula which tends to place more emphasis on
acreage and would, therefore, recognire this as a step in
the rigzht direction.

AU the present time Texaco does not operate any
producing wells in the Basin Dekota Gas Pool, however, we are
the cperators of flve wells completed in the Basin Dakota
Reservoir bul are currently shut-in, We do own an 1lnterest
in seversl wells that are currently producing in the Basin
Dakota Pool and we anticipate that our shut-in wells will Dbe
producing in the near future, Texaco also owns considerable
undeveloped acreage in the immediate area of the Basin Dskota
Pool. Therefore, Texaco Inc. asg a very interested party
recommends that the proration formula for the Basin Dakota
Gas Pool be based upcn 100 per cent acreage; however, we recognize
the application of Consolidated Oil and Gas Inc. as a step in
the right direction and, therefore, concur with their application,



Subpoenas Duces Tecum were served on the follpwingfi
v ) ‘-‘ '

v Aztec 01l & Gas Company, L. M. Stevens in lieu of Joe Salmon.
v~ British American Oil Producing Company, Frank Renard.

" Southwest Production Company, Leon Wiederkehr, in lieu of cCarl
Smith.

~~ Pan Awerican Petroleum Corporation, George Eaton
- El Paso Natural Gas Company, David H. Rainey.

v+  Pubco Petroleum Corporation, Frank D. Gorham

—Joe Salmon was served on 9-11-62.
Frank Renard was served on 9-8-62.
- Carl Smith was sexrved on 9-8-62. ILeon Wiederkehr was served 9-11-62.
George Eaton was served on 9~11-62.
David H. Rainey was served on 8-14-62.
Frank D. Gorham was served on 8-15-62,



Appearances in Case 2504 - April 18, 1962 hearing.

Mr., Ted Stockmar

Holme, Roberts, More, Owen and Stockmar
Attorneys at Law

1700 Broadway - 2112 Tower Bldg.

Denver 2, Colorado

Mr. Jason Kellahin
Kellahin & Fox
Attorneys at Law
Box 1713

Santa Fe, New Mexico

My, J. J. Lacey
Tenneco 0il Company
P. O. Box 1714
Durango, Colorado

Mr. Howard Bratton
Hervey, Dow & Hinkle
P. O. Box 10
Roswell, New Mexico

My. Geoxge Selinger
Skelly O0il Company
P. O, Box 1650
Tulsa 2, Oklahoma

Mr. P. J. Farrelly

Compass Exploration Company
101 University Boulevard
Denver 6, Colorado

Mr. Roy C. Jeter

Western Natural Gas Company
823 Midland Tower

Midland, Texas

Mr, Oliver Seth.

Seth, Montgomery, Federici & Andrews
Box 828

Santa Pe, New Mexico

Mr. Hume Everett
Legal Department

The Ohioc 0il Company
P. O. Box 120

Casper, Wyoming

El Paso Natural Gas Co,
Box 1492
£1 Pasco, Texas

Mr. Kenneth Swanson
Aztec 0il & Gas Co.

920 Mercantile Securities
Building -~ Dallas, Texas

Mr., Guy Buell

Pan American Petroleum Corp.
P. O. Box 1410

Fort Worth, Texas

Mr., W. A. Keleher, Attorney
Pubco Petroleum Coxporation
Pirst National Bank Bldg.
Albuquerque, N. Mex.

Mr. Bob Wynn

Delhi 0il Coxporation
Pidelity Union Tower
Dallas 1, Texas

Mr. George Eaton

Pan American Petroleum Corp.
P. O. Box 480

Parmington , New Mexico

Mr., George E. Mills
The Atlantic Rfg. Co.
P. O. Box 379
Durango, Colorado

Mr. Booker Kelly
Gilbert, White & Gilbert
P. O. Box 787

Santa Fe, New Mexico

Mr. Phil McGrath

U, 8. Geological Survey
Box 959

Farnington, New Mexico



Appearances in Case No. 2504 - April 18, 1962 Regular Hearing

Mx., A, P. Holland

Caulkins 0il Company

1130 Pirst National Bank Bldg.
Denver, Colorado

Mr. John S. Cameron, Jr,
"Tidewster Oil Company
P. O. Box 1404

Houston 1, Texas

Bruce Anderson Oil Operators
and Beard 0Oil Company

Suite 930

The Petroleum Club Building
Denver 2, Coclorado

Mr. E. B. Granville

The Prontier Refining Company
4040 East Louisiana Avenue
Denver 22, Colorado

Mr. Sam Sims

Kay Kimbell 0il Operator
P. O. Box 1540

Port Worth, Texas

Mr. E. 8. Morris, Vice President
Pioneer Production Corporation
P. O, Box 2542

Amarillo, Texas

Mr. John J. Redfern
1203 wWilco Building
Midland, Texas

Mr. Carl W, Smith

Southwest Production Company
207 Petroleum Club Plaza
Parmington, New Mexico

Mr. Thomas M. Hogan
District Supsrintendent
The British-American
0il Producing Company
P. O. Box 180

Denver 1, Colorado

Mr. Bob Black
Proration Department
Texaco Inc,

P. 0. Box 3109
Midland, Texas

Mr. H. D. Bushnell, Attorney
Amerada Petroleum Corporation

P. O. Box 2040
Tulsa 2, Oklahoma

Mr. Paul Cooter
Atwood & Malone
Attorneys at Law

P. O. Drawer 700
Roswell, New Mexico
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Extra copies of Exhibits
Received in Case #3504

El Paso Natural Gas Co.

Pubco

Southern Union
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STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

SANTA FE

IN THE MATTER OF THE APPLICATION
CONSOLIDATED QOIL & GAS, INC. FOR
AMENDMENT OF ORDER NO. R-~1670-C,
CHANGING THE ALLOCATION FORMULA FORE
THE BASIN-DAKOTA GAS POOL, SAN JUAN,
RIO ARRIBA AND SANDOVAL COUNTIES,
NEW MEXTICGC.

or
AN

- NEW MEXICO

CASE NO. 2504
{Rehearing)

To the folliowing named attorneys and parties who have entered an
appearance in tha above entitled and numbered case and to the

respective interasts they represent:

Taed Stockmar
Jason Xellahin
J. J. Lacey
Howard Bratton
Georye Selinger
F. Farrelly
Roy . Jeter
Oliver Seth

. Hume Everett
Ben Bowell
Kennath Swanson
uy Buell

W. A. Keleher
Bob Wynn

George Eaton
Georye E. Mills

Mr.

.
L

=22 E 2R
KRR K

3

3’
®

= =
M N

Mr.,

Mr.
Mr.

Booker Kelly

Phil McGrath

Mr. A. F. Holland

Mr., Jehn S. Cameron, Jr.
Bruce Anderson Cil and
Gas Properties

Mr. E. B. Cranville

Mr., Sam Sims

Mr. E. 8. Morris

Mr. John J. Redfern
Mr., Carl W. Smith
Mr. Thomas M. Hogan
Mr. C. E. Black

Mr. H. D. Bushnell
Mr. Paul Cooter

Mr. George L. Verity

PLEASE TAKE NOTICE THAT THE ABOVE CASE HAS BEEN CONTINUED BY THE

COMMISSION TO THE SEPTEMBER 13,

A.M., MORGAN HALL,

STATE LAND OFFICE BUILDING,

1962 REGULAR HEARING, AT 9 O°'CLOCK

SANTA FE, NEW MEXICO. .

7oA iz

I hereby certify that I have mailed

A. L. PORTER, Jr.
Secretary-Director

a copy of this Notice to the

above-named attorneys and parties on this,éﬂyﬁﬁ day of July, 1962.

L e

5 JAMES M. DURRETT,

Jr. Y
seneral Counsel



EXHIBITS RECEIVED IN CASE #2504

1. Aztec 1 copy of Exhibit 1
1 copy of Exaibit 2

2. Caulkins 2 copies of Exhibit 1
3. Consolidated 0il Co. 1 copy of Exhibit 1
2 coples of Exhibit 2
2 1t " T 3
3 1" 1" it 4
1 copy of Exhibit 5
l 1t e 1 6
l 1 13 1"t 7
l 1" tt 1 8
4, EI1 Paso Natural Co,. 2 copies of Exhibit 1
2 n 4] 1" 2
l 1" " 1t 3
5. Pubco 3 " " " 5
3 " 14 1t 3
3 1" It 1" 4
3 1" 1 11 2
3 n it 121 7
2 11 " 1t 6
2 " 13 1 l
6. Southern Union Gas Co, 2 " " " 1
2 1" 1t 1" 2
7. Sunset International 1 copy of Exhibit 1

1 copy of Exhibit 2



tand Department

1 —
KAy KIMBELL
OIL OPERATOR
BOX 1340
FORT WORTH, TEXAS S, -
August 7, 1963 T i -
LE Copy

State of liew liexico
0il Zonversation Commission
Sante Fe, New lNexico

Atten: ir. A. L. Forter, Jr., Secretary
Gentlemen:

As one of the operators in the Basin-Dakota Gas Fool, we wish to
commend the Commission for the action taken on Order No, R-2259-B

dated July 3, 1963, by which order changed the proration formula
to 0% acreage and 407 deliverability,

le fezl that this action was necessary and will better serve the

needs of the majority interested in the Basin,

Yours very truly,

Kay Xjmbell ff

By:
Sam W, Sims, Jr.



r. 0. BOX 2040 <ot

TrLsa 2, DBRLATIONMA

LEcAL DEPARTMENT

August 1, 1963

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

Re: Basin-Dakota Proceedings
(Case No. 2504)

Gentlemen:

El Paso Natural Gas Company, Pan American Petroleum Corporation, Marathon 0il
Company, and Sunset International Petroleum Corporation have filed applications
for rehearing in the captioned matter,

These applications for rehearing neither claim the existence of new evidence,
nor offer any arguments which were not made or could not have been made at the
February hearing. They do make much of the fact that the Commission did not
base its order on the ''prevention of waste" as a matter wholly independent of
the "protection of correlative rights,"” But applicants ignore the plain lan-
guage of Section 65-3-13(c), New Mexico Statutes Annotated (1953). That sec=-
tion specifically provides that the total gas production from a pool may be
restricted to prevent waste, but the allocation of the total pool allowable
among the wells may be based on the protection of correlative rights (i. e.,
prevent uncompensated drainage between tracts). This the Commission has done,

Order No. R-2259-B in the captioned case is clearly supported by proper find-
ings and substantial evidence, A rehearing would be no more than a rehash of
what has already been done, We therefore respectfully submit that the above-
described applications for rehearing be denied.

Very truly yours,
AMERADA PETROLEUM CORPORATION

By gyiﬂwuma,hJ. fzyﬁcbu

Thomas W. Lynch, Adtorney

TWL:ac



Memo -

o

A. L. Porter, Jr.

Secretary-Director

July 25, 1963

GOVERNOR CAMPBELL

Here is El1 Paso's application for
rehearing in Case 2504.

Please note that they only attack
our findings. They do not offer to
present new or additional evidence.

What do you think of their request

for oral arguments prio 'ou .
taking action on their K

‘ oW

090



VERITY, BURR, COOLEY & JONES
ATTORNEYS AND COUNSELORS AT LAW
SulTE 152 PETROLEUM CENTER BUJILDING
FARMINGTON, NEW MEXiCO, . 7" .

GEp. L. VERITY
JoEL B. BuURR, JdR.

WM. J. CooLey Ju1y 26, 1963

RAy B, JONES TELEPHONE 325-1702

Certified
Air Mail

New Mexico 0Oil Conservation Commission
State Capitol Building
Santa Fe, New Mexico

In re: Case No. 2504
Consolidated 0il & Gas, Inc.

Gentlemen:
Enclosed herewith are original and two copies of
Application for Rehearing in captioned matter.
Will you please file such application for rehear-
ing.
Yours truly,
VERITY, BURR, COOLEY & JONES

. L. Veri

GLV/ph
encl/3

cc: Southwest Production, Dallas
Mr. Ben R. Howell, El Paso
Mr. W. A. Keleher, Albuquerque
Seth, Montgomery, Federici & Andrews,
Santa Fe

Kellahin & Fox, Santa Fe



SETH, MONTGOMERY, FEDERICI % ANDREWS

ATTORNEYS AND COUNSELORS AT LAW
A. K. MONTGOMERY

WM. FEDERICI 301 DON GASPAR AVENUE '
FRANK ANDREWS SANTA FE NEW MeEXiCcoO S
FRED C.HANNAHS

GEORGE A. GRAHAM, JR. <

RICHARD S.MORRIS July 31, 1903

New Mexico 0Oil Conservatlion Commission
Post Office Box 871
sSanta Fe, New Mexico

Attention: Mr. Jim Durrett
General Counsel

Re: OCC Case #2504

Dear Jim:

Enclosed for filing are two Affidavits of

Service in connection with the rehearings

in Case 2504.

Very truly yours,

RSM:pd
Enclosures

J. O.SETH
COUNSEL

05T OFFICE BOX 828
TELEPHONE YU 3-7315



VERITY, BURR, COOLEY & JONES
ATTORNEYS AND COUNSELORS AT LaAw
SUITE 152 PETROLEUM CENTER BUILDING o ) e
FARMINGTON, NEW MEXICO, A A

b

GEQ. L. VERITY “~o 0 Ji\‘:‘,\ R

JoEL B. BURR, JR. “f / .

WM. J. CooOLEY A’“; )

RAY B. JONES March 6, 1963 o "TF?EE'HEINE 325-1702
“

New Mexico

0il Conservation Commission
Post Office Box 871

Santa Fe, New Mexico

Re: Application of Consclidated 0il & Gas,
Inc., for an amendment of Order No.
R-1670-C, changing the allocation
formula for the Basin-Dakota Gas Pool,
San Juan, Rio Arriba, and Sandoval
Counties, New Mexico
Case No. 2504 -~ Rehearing
Qur File No. 1320-L-19

Gentlemen:

Enclosed herewith is the original and two copies of Statement which
we would appreciate your filing in behalf of Southwest Production
Company in the captioned matter.

Very truly yours,
VERITY, BURR, COOLEY & JONES
sl )
(/.
By 7 ;/?L
Geo. L. Verity
GLV/dh
Enclosures
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FERADA PETROLETM CORPORATION
A T e N
¢ P 1i§3§ P. 0. BOX 2040
gl B | e B
- TULSA 2, DlKLA,
LEGAL DEPARTMENT \Q\ S

N

e

March 4, 1963
SEST AVAILABLE COPY

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

Re: Case No. 2504; application of
Consclidated Oil aund Gas, Inc.

GCentleman:

The basic issue in this case is how msuch weight should be given to deliver-
ability in a gas allocation formula. The avswer should now be obviocus,

1f the evidence presented shows anything, it shews that there is no consistent
or reliable relatiomship between the deliwverability of a well and the recovere
able gas reserves in place under the ssreage assignad te the well. Nevertheless,
and despite the experience of the Jalmat Case, this nenexistent relatiomship is
resurrected and used to support & formula with a large deliverability factor.

The Supreme Court of New Mexico has clearly stated that this Commission

".., must determine, imsofar as practicable, (1) the amount of recoverable gas
under sach producer's tract; (2) the total amount of recoverable gas in the
pool; (3) the proportion that (1) bears to (2); snd (&) what portiom of the
arrived-at portion can be recovered without waste." ¢ 01l Co. et al.
v, Oil Conservation Commission et sl., 373 P, 24 809, 815 %19%;%.

An effort was made in this procesding to link deliverability to xeserves by
using avarages for groups of wells. But such an approach cannet stand close
examination. For exsmple, El Paso's Exhibit Wo. 1 shows that for groups of
wells with different average reserves, the group heving the highest average
deliverability had an average deliversbility of less than six times as great as
the group with the lowest average delivevability. Yet, within esch group, vari-
ations in deliverabilities of individual wells vanged frow 10 to 100 times
greater than the average variations betwgem groups. Aun order based on this

kind of meaningless statistical manipulstion could hardly setisfy the mandate
of the Supreme Court.

In order to follow the decision of the Court and im order to protect correlative
rights, the Comaission will have to make a finding that the formula it chooses



ew Mexico 01l Conservation Comuission ?’00?‘
P. 0. Box 871 »\3&\'

is relsated to the ratio which the recoverable gas undar the acreage assigned to
each well bears to the total recovarable gas in the povl. It is also necessary
that the evidence support such & finding. Since there ia no evidence to suppert
a proper finding with respect to the sxisting allocation formuls {(75% of vhieh
consists of deliverability times scresage), we urgs the Commission to set it
atide.

It is Amerada's position that the smaller the deliverability factor, the closer
s formula will come to the standard established by the Court ian the Jalmat Case.
We have slready advocated a formula bassd solely upon screags. If the Commis~
sion declines to adopt such & formula, we ssk that the Commission adopt the
formula proposed by Comsolidated,

Very truly yours,

K., D. Bushnmell
Thonmas W. Lyunch

Attorneys for
AMERADA PETROLEUM CORPORATION

By

TWL:hae



