
BEFORE THE OIL CONSERVATION COMMISSION̂  
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-167Q-C, CHANGING THE ALLOCATION FORMULA 
FOR THE BASIN-DAKOTA GAS POOL, SAN JUAN 
RIO ARRIBA, AND SANDOVAL COUNTIES, NEW MEXICO 

STATEMENT OF SOUTHWEST 
PRODUCTION COMPANY 

This statement i s 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 Commission's existing proration order in 

the Basin Dakota Gas Pool. 

F i r s t , 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 i l l e g a l or invalid. Not until the waning moments of fin a l 

argument in the l a s t hearing was this point raised. 



Section 65-3-22, N.M.S.A., {1953 Comp.) requires that a 

person who makes application for rehearing on a Commission 

order set forth the respect in which such order i s believed 

to be erroneous. 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 Oil and Gas Company for 

rehearing in this case makes no attack whatsoever on the 

sufficiency or legality of the Commission's findings in i t s 

existing proration order in the Basin Dakota Gas Pool and hence 

i t must necessarily follow from the above referenced statutory 

language that i t cannot, at this late date, be heard to complain 

of the validity of the order on this ground. 

Counsel for Applicant would have the Commission believe 

that a l l i t s proration orders which do not s t r i c t l y comply with 

the standards set out by the New Mexico Supreme Court in 

Continental Oil Company vs. Oil Conservation Commission, 70 NM 

310, 378 P2d 809, are void ab i n i t i o . This i s not the case. 

In paragraph 4 of that very decision the Court announced the 

rule that a Commission order w i l l be assumed to be valid until 

i t i s successfully attacked, citing Hester v Sinclair Oil 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 

-2-



imagination be considered as a legally proper procedure by 

which to raise this issue. 

This issue i s not properly before the Commission and i t 

should therefore be completely disregarded in the present 

proceeding. 

Although i t goes beyond the immediate question before 

the Commission, we wish to point out that there l s a wealth of 

authority for the proposition that the Commission's presently 

existing proration order in the Basin Dakota Gas Fool, having 

long aince become fina l , i s not now subject to attack in any 

proceeding that applicant might hereafter see f i t to institute 

in the Courts. 

In nearly every jurisdiction where the question has arisen 

in recent years, the Courts have held that where an administrative 

agency acts constitutionally and has jurisdiction over the 

parties and the subject matter (which cannot be denied in thia 

case) i t s f i n a l decisions cannot be subjected to collateral 

attack.'*" A collateral proceeding i s defined as any proceeding 

outside the purview of the statute which provides for j u d i c i a l 

review. 

The fact that the administrative agency's power to promulgate 

the order in question emanates from the legislative or executive 

branch of government has made the judiciary even more reluctant 

to permit a collateral attack than in the case where the order 

3 
i s wholly j u d i c i a l in character. In this context the term 
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"collateral attack" i s analogous to the doctrine of res judicata 

and i t i s accorded the same degree of fi n a l i t y . 

This pcint has not been ruled upon in New Mexico; however, 

we find nothing inconsistent with the foregoing contained in 

Continental Oil Company v Oil Conservation Commission, supra, 

since the Oil Commission's order was before the Court in that 

case on a direct appeal timely taken under Section 65-3-22, 

N.M.S.?.., (1953 Comp.). In fact i t might well be argued that 

the New Mexico Supreme Court t a c i t l y approved the "no 

collateral attack doctrine" outlined above in the Continental 

case when i t held that the former proration formula in the 

Jalmat Gas Pool would be assumed to be valid until i t i s 

"successfully attacked", despite the fact that i t 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 surtanary we take the position that the Commission's 

existing proration order in the Basin Dakota Gas Pool i s valid 

since i t has not been successfully attacked and further that 

i t caroiot, at this late date, be collaterally attacked in the 

Courts. 

Respectfully submitted, 

SOUTHWEST PRODUCTION COMPANY 

Geo. L. Verity 
I t s Attorney 

For footnotes see page 5. 
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FOOTNOTES 

1. Flenmdng v Hester, 363 US 603, 4 L ed 2d 1435, 80 S Ct. 1367r 
kndxew ̂ . Nelson, Inc. v United States, 355 US 554, 2 L ed 2d 
484, 78 S Ct 496, reh den 356 US 934, 2 L ed 2d 763, 78 S 
Ct. 770; Securities & Exch. Com. v C e n t r a l - I l l i n o i s Secur. 
Corp. 338 US 96, 93 L ed 1836, 69 S Ct 1377; Adams v Nagle, 
303 US 532, 82 L ed 1000, 58 S Ct 687; Davis Trust Co. v 
Hardee, 66 App DC 168, 85 ?2d 571, 107 ALR 1425; De Groot 
v Sheffield (Fla) 95 So 2d 912; Martin v Wolfson, 218 Minn 
557, 16 NW2d 884; Leeraan v Vocelka, 149 Neb 702, 32 NW2d 
274; Kardin v Jordan, 140 US 371, 35 L ed 428, 11 S Ct 808, 
333; fc&nford v Sanford, 139 US 642, 35 L ed 290, 11 S Ct 
666; Davis v Wiebbold, 139 US 507, 35 L ed 238, 11 S Ct 628; 
Vctlier Coal Co. v Department of Revenue, 11 111 2d 402, 
143 NE2d 35, 64 ALR2d 763; Foy v Schechter, 1 NY2d 604, 
154 NYS2d 927, 136 NE2d 883; Ottinger v Arenal Realty Co. 
257 NY 371, 178 NE 665; State Tax commission v Katsis, 
yO Utah 406, 62 P2d 120, 107 ALR 1477; Borax Consolidated 
v Los Angeles, 296 US 10, 80 L ed 9, 56 S Ct 23, reh den 
296 US 664, 80 L ed 473, 56 S Ct 304. 
Annotations: 14 ALR2d 89, $9; 41 ALR 922. 

2. Albuquerque Nat. Bank v Peres, 147 US 87, 37 L ed 91, 13 S 
Ct 194; Palmer v McMahon, 133 US 660, 33 L ed 772, 10 S 
Ct 3 24; M i l l e r v Railroad Commission, 9 Cal 2d 190, 70 
P2d 164, 112 ALR 221; Harrington v Glidden, 179 Mass 486, 
61 NE 54 a f f d 189 US 255, 47 L ed 798, 23 S Ct 574; 
Application of Hvidsten (ND) 72 NW2d 524; Alexander v Com. 
137 Va 477, 120 SE 296; Craig v Leitensdorfer (Downs v 
Hubbard) 123 US 189, 31 L ed 114, 8 S Ct 85; Seaboard A i r 
Line R. Co. v Daniel, 333 US 118, 92 L ed 580, 68 S Ct 426. 

3. Thomas v Ramberg, 240 Minn 1, 60 NW2d 18; Pearson v Walling 
(cm Ark) 138 F 2d 655, c e r t den 321 US 775, 88 L ed 1069, 
64 S Ct 616; White Way Pure Milk Co. v Alabama State Milk 
Control Board, 265 Ala 660, 93 So 2d 509; Foy v Schechter, 
1 NY2d 604, 154 NYS2d 927, 136 NE2d 883. 
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6 ££T AVAILABLE COPY 

" i A 3TAmjE»r eg poerriDir OF smm m on COMPAHT 
J 1 , . . „ , . • » . . Li,,, m , , , • . - . , , „ i , .n , . . , , , . , . , : . . , , , , , , , , , . . . . , • „ , „ „ , „ „ . . i „ , . , 

SUSKAI ISC OIL CGMEAXr, after reviewing tb» evidence and exhibits 

submitted at this hearing and at the April, 1962 hearing, feels that the 

basic issue that splits tbe companies represented ia the bearing is 

whether acreage or deliverability seat accurately reflects reserves. Both 

groups admit that with the proper data reasonably accurate estia&tes of 

reserves on a tract hy tract basis cm be aids. 

It is Suaray'e position therefore, tint the beet astimte of reserves 

is not some other factor that ia attenjpted to be equated with a given 

estia»te, "but the best estimate oi reaarvw is aiapiy the rmerve estimate 

itself- Reserves should therefore be uaed to allocate gaa production. 

Bunray also feels that aeliverability baa been shown to be a 

completely unreliable guide to reserve* oa aa individual tract basis, 

tbe only basis the CcaBaieaioa can use under the Jalaat Decision. 

It is therefore, Suoray'a position that Since acreage and the 

thickness of the production aooe acre nearly reflects reservee than 

deliverability and since Consolidated OH and Gas Can&wy'B fonajOa. 

relies saore heavily on acreage than tha prta—t fbraula ve would urge 

the Coraaiasion to adopt Coos oil dated'* focraula. 

or Aunray hit Oil C^aay 



STATEMEOT OF TEXACO WS, 

a m m. 250U 

SAHTA FE, HEW MEXICO 

March 7, 19©3 

Texaco Inc. does not operate any producing veils 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 ia the Basin-Dakota Pool, aad also owns 

considerable undeveloped acreage in the innediate 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 

deliverability as a factor increases the tendency to perforate longer 

intervals and stimulate with larger fracture treatments, which results 

not in an increase in reserves for a particular well but merely in an 

Increase in the walls' deliverability. Vfe believe such practices, 

in an effort to increase deliverability, cause both physical and 

economic waste. Texaco believes that to protect the correlative 

rights of all parties concerned, the moat ideal proration formula 

would be one baaed on reserves in place. We also believe this type 

would be the most difficult to administer. With the great strides 

siade within industry in the past, and those which will be made in 

the future, we believe that cm day such proration will be possible* 

Until that time arrives, we recosaaend a proration formula where 

acreage is heavily weighted. Texaco recognises the application of 

Consolidated Oil and Gas as a step in this direction and concurs with 

their application. 

On behalf of Itexaco, Inc. 
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BST0RS TiaS OIL COUSEWATIOK COMMISSI OK 

STATS OT MEW KBXX0O 

m mm MATTER or •THE topsaxaaim 
or c0N$QLiimTs& OIL & <ms, arc , 
FOR AM OROER ESTABLISHING A SPE­
CIAL FomtEA ran Tl® 
cr ALLOWABLES IN m& BASIS s&jsom 
GAS POOL. cas© NO. .A 5 ^ 0 

1*0 THB HONORABLE CQMMISSJtCKt 

comes now CousolJUSat©^ Oil & Oas, Inc . , 2112 Tower Bail^ing, 

1700 finaadway, Ifenv^r 2, ooloxadfr, ltaa*jAttft«v r#f«ir®4 to as 

"Applicant", by i t s tsi^raigaad Attorneys, and alitgpta aad states 

as follows * 

I . 

Applicant is a Colorado coxpOKfetlGa with a psurmit to do 

business in the state of New mmiem. 

I I . 

Applicant has developed and will continue to develop various 

lands and leases for the drilling of oil and gas walls in the 

Basin Dakota gas pool in Northwest New msmlm* 

111, 

By virtue of Order So. R-l§70~c, the Coaiaissiaa provide 

among other things that tbe general m i m applicable to prorated 

gas pools in Northwest mm Mexico, as set forth in Ord#r No. 

1670, shall apply to the Baa in Dakota gas pool. Role 9-c of said 

General Rul@© provide© in syj^tajissa that th* ga© allocation for*-

roula for the gaa pools of $9rt3swe#fc mm Mmmim shall b© based 

on seventy-five* percent (7519 aeseaga tteea <i@Iiv«raMlity plus 

twenty-five {2516) acreage, 

IV. 

Applicant submits that because th* t^ells in the Basin Dakota 



gas pool liave an abnormally high dftXlvwxtfbllity and because the 

presont Rule 9-c creates waste, does aot prop®jeiy £®c#ftilz« 

correlative rights, and permits and will increasingly parnlt mm-

ratable taxing ofgas from the pool and drainage between producing 

tracts i n the pool which i s not equalized by counter drainage, a 

special formula should be adopted pertaining to the Saain Dakota 

gas pool, reading as follows? 

"Th© pool allowable remainiag each soath after de­
ducting the t o t a l allowable assigned to marginal wells 
shall be allocated among tha aoft-roarglna! wells e n t i t l e d 
to an allowable i n th© following manner* 

"1 , Forty percent {40%) of the pool allowable 
remaining to be allocated to nom-marginal wells shall 
be allocated among such wells i n the proportion that 
each well's 'AD Factor' bears to the t o t a l 'AD factor* 
for a l l non-marginal veils i n the pool. 

"2. Sixty percent (60%) of the pool allowable 
regaining to be allocated t o non-margijaal wells ©hall 
bo allocated among such wells i n the proportion that 
each well's acreage factor bears t o tha t o t a l acreage 
factor for a l l no&-maxgiBal wells i n tha pool." 

v. 

The granting of the r e l i e f sought i n t h i s Application w i l l 

prevent waste and w i l l distribute the allowable production among 

the producers in the pool on a reasonable basis and w i l l not 

violate or prejudice correlative rights and w i l l prevent pre­

mature abandonrsent of wells which are uneconomic under th© pre­

sent formula established by Rule 9-C. 

VI. 

The Ccwraission has j u r i s d i c t i o n to hear and det̂ aaain© thi s 

caus©. 

"HHBB&FORB, Applicant raspactfully ra^ueatss 

That this matter be set for hearing before the CoKroissian as 

soots as possible, sine© Applicant, as well as other operators 

i n the Basin Dakota gas pool, i s suf-fiering and w i l l increasingly 

suffer economic hardships as a result of the present formulai and 



That, upon due notice and bearing, the Cowaiasion issw© 

i t s Order establishing a gas allocation formula for the Basin 

Dakota gas pool baaed on forty percent (40%) acreage tiroes 

deliverability plus sixty percent (60%) acreage, 

Aeepsctfully submittsd this day of February, 19€2. 

HOLHS, mmmSt mm & mm 
am t̂m ss 
1700 Br@a«iw»Y 
Denver 1, Colorado 

vmjMim & POX 

ay / « / #tso» w. Mlihte,,, 
54% Bast San franciseo street 
SantS Fe, Haw Mexico 
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BEFORE THiS OIL COHSEitVATIOH COHMUSIGH 

STATE Of HIV MEXICO 

IM THE MATT.iiR OF THE APPLICATION 
OF COaSOLIDAfbD OIL & GAS, 186*, 
FOB AH 2Dm .if ABLI3HII-.G A SPEC­
IAL FORMULA 10R TH I*3T^MI»ATI0S 
OF ALLOWABLES IB THiS BASIN DAKOTA 
GAS POOL. Case Ho, 2504 

aiSPOKSE TO APPLICATION 

Cooes now PUBCO PETROLJDM COHPCHATIOT by V. A. Keleher, 

i t s Attorney, and in response t© the Application herein, alleges 

and says: 

Pubco objects to the granting of the order prayed 

for by the Applicant, Consolidated Oil & Gas, Inc., and 

respectfully submits to the Commission: 

if 
That the granting of the order in whole or in part 

wi l l seriously affect Pubco in sad about i t s operation, present 

and future, in the Basin Dakota Gas Pool, and will result in 

Pubco's abandonment in whole or in part of the drilling of 

scheduled veils for 1962, last Pubco respectfully objects and 

excepts to consideration by the Commission of any contemplated 

establishment of minimum and maximum allowables for such Pool. 

2. 

That the proration formal* presently in effect i s 

a just and workable foraula aad gives each well i t s fair share 

of the existing market commensurate vita the recoverable gas 

reserves of the individual wells. 



3. 

That any refinement or change im the existing 

formula should be in favor ef deliverability and a reduction 

in the acreage factor in that i t is Fuses*s position that well 

deliverability more truly reflects recoverable reserves. 

4. 

That it is Pubco's position that an increase in 

the acreage factor at the expense of deliverability would in 

effect violate correlative rights am* permit the weaker wells 

with less reserves to ultimately produce gas from the common 

source of supply in amounts is excess of their actual reserves. 

5. 

That the existing formula provides a 25 percent 

acreage factor, which in efieet allocates a basic allowable to 

a l l wells regardless of their deliverabilities merely because 

of their existence. 

6. 

That i t has been demonstrated that major changes 

occur within the Basin Dakota pool in porosity, permeability, 

connate water saturation, and sand thickness, a l l of which are 

the major and important factors in determining the actual 

recoverable reserves within a given Dakota drillsite. Pubco 

proposes to undertake to demeastrats the direct relationship 

between deliverability and recoverable reserves. 

2. 



7. 

Pubco contends that i f the Commission should 

consider any change ia the proration formula, that such a' 

change should be in favor of 100 percent deliverability. 

maximum allowables in the field because such introduction 

would result in substantially changing the proration formula in 

favor of a straight acreage allocation of market and would be a 

violation of correlative rights, 

9. 

That the Applicant acquired the acreage complained 

of, and iias drilled its wells with full knowledge of then and 

now existing Coamission orders governing the field. 

8. 

Pubco objects to the introduction of minimum or 

Respectfully submitted, 

PUBCO PBTR0L3UH CORPORATION 

for PtmitW 361 
First National Bank Building 
Albuquerque, flew Mexico 
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BEFORE THE OIL CONSERVATION COMMISSION 

STATE OF NEW MEXICO 
D CO 

IN THE MATTER OF THE APPLICATION OF ) 
PAN AMERICAN PETROLEUM CORPORATION, ) 
MARATHON OIL COMPANY, AND SUNSET ) 
INTERNATIONAL PETROLEUM CORPORATION j 
FOR A REHEARING BEFORE THE OIL ) 
CONSERVATION COMMISSION OF THE STATE ) 
OF NEW MEXICO TO RECONSIDER CASE NO. j Case No. 2504 
2504, ORDER NO. R-2259-B OF SAID } 
COMMISSION, BEING THE APPLICATION OF j 
CONSOLIDATED OIL AND GAS, INC. FOR AN) 
AMENDMENT OF ORDER NO. R-1670-C, j 
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 OHIO OIL COMPANY), an Ohio corporation, 

and SUNSET INTERNATIONAL PETROLEUM CORPORATION, a Delaware corporation, 

a l l licensed to do business i n the State of New Mexico, hereinafter 

collectively referred to as "Applicants," and apply to the New Mexico 

Oil Conservation Commission for rehearing i n the above styled cause, and 

for grounds therefor state: 

I . 

Hearing was held on th i s case before the Commission on Apri l 18 

through A p r i l 21, 1962. By Order No. R-2259, dated June 7, 1962, the 

Commission denied the Application. Consolidated Oil and Gas, Inc. f i l e d 

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 d e l i v e r a b i l i t y to 60 

percent acreage plus 40 percent acreage times d e l i v e r a b i l i t y by 

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

Pool, as promulgated by Order No. R-I67O-C. 
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Commission Order R-2259, dated June 7, 1962, did not affect 

applicants i n that no part of that Order was believed by applicants 

to be erroneous; Applicants are affected by Order No. R-2259-B issued 

by the Commission as a result of the rehearing i n that said Order i s 

believed by applicants to be erroneous as hereinafter set fo r t h . 

I I . 

Finding No. 6 of Order No. R-2259-B, which adopts by reference 

certain figures as being the i n i t i a l recoverable gas reserves under­

lying each non-marginal tract i n the Basin-Dakota Gas Pool, i s erroneous 

i n 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 i n 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 t h i s case, which evidence was 

suitable to show t o t a l pool reserves and for establishing the general 

relationship between well reserves and well d e l i v e r a b i l i t i e s i n the pool 

but which was not designed for or accurate to determine the reserves 

underlying any particular t r a c t . 

I I I . 

Inasmuch as the Commission has based Finding No. 6 upon erroneous 

data, a l l findings and conclusions, including Findings Nos. 7 and 10, 

which follow upon Finding No. 6, are necessarily erroneous also. No 

independent evidence exists i n the record upon which Findings Nos. 7 

and 10 can be based. 

IV". 

Inasmuch as the figures adopted by the Commission as the i n i t i a l 

recoverable gas reserves for each individual tract are i n error, the 

percentages of pool reserves attributable to each non-marginal tract 

and the tract acreage factors l i s t e d i n Exhibit A are also In error; 

accordingly, said Order No. R-2259-B i s unsupported by substantial 

evidence showing that the 60-40 formula, which i t promulgates, w i l l 

protect the correlative rights of operators i n the Basin-Dakota Gas Pool. 
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V. 

Findings Nos. 10, 12, 13 and 14 of said Order are not supported by-

substantial evidence i n that the Commission has based said Findings upon 

a comparison of I n i t i a l reserves with current, rather than i n i t i a l , 

d e l i v e r a b i l i t i e s , such comparison being clearly discriminatory. 

VI. 

The Commission's order, which the statute requires be predicated 

upon the prevention of waste, i s not based upon any evidence i n the 

record that waste i s occurring under the present 25-75 formula or that 

waste w i l l be prevented by the 60-40 formula proposed by Consolidated 

and adopted by the Commission. The Commission's eff o r t to predicate i t s 

Order upon waste i n Finding No. 13 proceeds upon the erroneous theory, 

unsupported by evidence, that waste i s being caused wherever a violation 

of correlative rights i s found to exist. Finding No. 14 that waste w i l l 

be prevented by the 60-40 formula i s unsupported by any evidence i n the 

record. 

VTI. 

The Commission i n i t s Order has fai l e d to make a finding which under 

the law must be made In order to change an existing proration order, 

to w i t : the portion of each tract's proportion of the t o t a l pool 

reserves which can be recovered without waste. The record contains no 

evidence upon which such a finding can be made. 

VTII. 

The rights acquired by the owners and operators of tracts i n the 

Basin-Dakota Gas Pool who have developed th e i r 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 i s occurring under the existing formula or that 

waste w i l l be prevented by the new formula. 
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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 i n evidence 

as hereinbefore stated. 

WHEREFORE, Applicants request that the Commission grant a 

rehearing i n Case No. 2504 and that following such rehearing the 

Commission set aside I t s Order No. R-2259-B and i n a l l respects deny 

the application of Consolidated Oil and Gas, Inc. to amend Order No. 

R-1670-C. Applicants further request that the Commission grant an 

opportunity for a l l Interested parties to present oral argument upon 

thi s application for rehearing prior to taking action thereon. 

ATWOOD &^IAL0NE ~ 

By 
Ross L. Malone 
Roswell, New Mexico 

Attorneys for Pan American Petroleum 
Corporation 

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

ATWOOD &7MALONE 

By 
Ross L. Malone 
Roswell, New Mexico 

Attorneys for Marathon Oil Company 

SETH, MONTGOMERY, FEDERICI & ANDREWS 

Wm. R: Federlci 
Attorneys for Sunset International 

Petroleum Corporation 
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BEST AVAILABLE CO*f 

BEFORE THB OIL COMttVATZOH COMMISSION 

OF TBI S*ATI NEW MEXICO 

IS THE MATTER OF THE BEARING 
CALLED BY THB OIL CONSERVATION 
COMMISSION OF HSU MEXICO FOR 
THE PURPOSE OF CONSIDERING t 

CASH MO* 3504 

APPLICATION OF CONSOLIDATED Oil* ft GAS, IMC. 
FOR AH AMENDMENT OF ORDER HO, R-U70-C, 
CHANGING THB ALLOCATI0H FORMOLA FOR THE 
BASIH-DAKOTA GAS POOL, SAN JUAN, RIO ARRIBA 
AND SANDOVAL COUNTIES, NEW MEXICO. 

APPLICATION FOR REHEARING 

Comes now Southwest Production Company, one of the pro­
tectants to the application of Consolidated Oil * Gas, Inc. for 
an amendment to Order R-1670-C of this Commission, and requests 
that a rehearing be granted in such cause and in support thereof 
would show to the Commission tbe following: 

1. That this Commission has entered i t s Order No. 
R-2259-B wherein i t granted the prayer of the application of 
Consolidated Oil & Gas, Inc. for an amendment to Order 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-2259-B determines in Finding #10 
that there i s no direct correlation between acreage and reserves 
and yet sues order, irrespective of such finding, bases the pro­
ration formula 60% upon acreage. Tnat this manifestly demonstrates 
the invalidity of such order, That Finding #11 specifically deter­
mines that the formula in the order i s merely a makeshift so that 
the average tract ln the pool w i l l receive an allowable relatively 
close to that to which i t i s entitled and thereby manifestly demon­
strates that the order i s invalid as to a l l tracts which do not 
happen to f i t the average norm of the pool. "That i t ia improper 
for the Commission to promulgate aa order based on a determined 
Improper factor and that a statement that the application of such 
improper factor wil l do justice in the average instance, does not 
lend validity to the order based ea such admitted improper factors. 

4. That Order No. R-2259-B was entered by the Commission 
without proper findings as required by law sad that such order 
is not supported by evidence required to five the Commission 
power and authority to enter and promulfete such order. 

5. That Order Ho. R-2259-B was entered by the Commission 
changing a previous proration order for the Basin-Dakota Fool 
without any showing that there was any change ©f condition between 



the entry ef Order Me. R-1670-C end tse entry ef eaid Order Me, 
R-22S9-B, or any shewing that would justify the Commission l a 
changing a proration order previously entered by tarn Commission 
after application and hearing. That i t le improper for tbe 
Commission to promulgate a proration order after due and proper 
notice to a l l parties and bearing upon tbe merits aad taen later 
set such order aside without say shewing of Change ef condition 
or any ether grounds to justify tbe Ceamission in changing en 
order previously entered. 

6. That this Commission improperly conducted tbe 
rehearing upon which Order MS. R-2319-B waa founded, in that 
i t admitted improper evidence and testimony ever the objection 
of Protestant, a l l of which renders said order invalid sad en­
tit l e s this Protestant te a rehearing. 

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

3. That after considering tbe allegations herein con­
tained, this Commission should withdraw and set aside Order Mo. 
R-2259-B, thereby once again giving effect to Order Mo. R-1670-C. 

Respectfully submitted, 

Attorneys for Protectant, 
Southwest Production Company 
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BEFORE THE OIL CONSERVATION COMMISSION 

STATE OP NEW MEXICO 

IN THE MATTER OP THE APPLICATION OF 
EL PASO NATURAL GAS COMPANY FOR A 
REHEARING BEFORE THE OIL CONSERVATION 
COMMISSION OP THE STATE OP 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 SANDOVAL COUNTIES, NEW 
MEXICO. 

APPLICATION FOR REHEARING 

Comes now EL PASO NATURAL GAS COMPANY, a Delaware Corporation, with 

license t o do business i n the State of New Mexico, hereinafter called 

"Applicant," and f i l e s t h i s , i t s application f o r rehearing before the 

New Mexico O i l Conservation Commission, hereinafter called "Commission," 

i n the above styled and numbered cause, and, f o r grounds therefor, would 

r e s p e c t f u l l y show: 

I . 

Hearing was held on t h i s case before the Commission on A p r i l 18 

through A p r i l 21, 1962. By Order No. R-2259, dated June 7, 1962, the 

Commission denied the Application. Consolidated O i l and Gas, Inc. f i l e d 

an ap p l i c a t i o n f o r 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 appli c a t i o n 

changing the proration formula f o r the Basin-Dakota Gas Pool from 25 

percent acreage plus 75 percent acreage times d e l i v e r a b i l i t y t o 60 

percent acreage plus 40 percent acreage times d e l i v e r a b i l i t y by 

amending the Special Rules and Regulations f o r the Basin-Dakota Gas 

Pool, as promulgated by Order No. R-I67O-C. 

Case No. 2504 



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) 

i n that there was no part of that Order believed by applicant to be 

erroneous. Applicant i s affected i n the sense of Rule 1222 for the f i r s t 

time by Order No. R-2259-B issued by the Commission as a result of the 

rehearing i n that said order i s believed by applicant to be erroneous 

i n many particulars hereinafter set f o r t h . 

I I . 

Finding 6 of said Order No. R-2259-B, which Finding i s to the 

effect that the i n i t i a l recoverable gas reserves underlying each non-

marginal tract are the reserves shown i n Column C of Exhibit A 

attached to said Order, i s erroneous for the following reasons: 

A. The evidence i n the record does not support such Finding and 

the Commission's determinations of Individual tract figures i s 

apparently obtained from calculations made on rehearing by Consolidated 

Oil & 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 i n the f i l e s of El Paso Natural Gas Company, 

which data i s shown by the undisputed evidence to have been revised and 

replaced by different data as more information became available from 

d r i l l i n g of additional wells, resulting i n changing the estimates of 

average reserves. The parameters used i n 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 Oil and Gas, Inc., 

which have been adopted as Findings by the Commission, were based upon 

estimates made by El Paso Natural Gas Company as a portion of a 

continuing reserve study of reserves underlying the entire Basin, which 

studies, as t e s t i f i e d by the witness David H. Rainey, are the best 
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available for determining t o t a l pool reserves and for establishing the 

general relationship between well reserves and well d e l i v e r a b i l i t i e s for 

the pool but are not designed for or accurate to determine the reserves 

underlying any particular t r a c t . 

C. The determinations of fact are based solely upon the con­

clusions of Consolidated Oil & Gas, Inc.; are not supported by evidence 

i n 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 i n the record. 

I I I . 

Since the i n i t i a l recoverable gas reserves for each individual 

tract are i n error, the percentages of pool reserves attributable to 

each nonmarginal tract and the tract acreage factors l i s t e d i n said 

Exhibit A are also i n error; accordingly, said Order No. R-2259-B f a i l s 

to afford to the owner of each property i n the pool the opportunity to 

produce his just and equitable share of the gas i n the pool, insofar as 

t h i s can be done without waste, and for such purpose to use his just 

and equitable share of the reservoir energy, and i s 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 d e l i v e r a b i l i t i e s 

shown i n Column B of Exhibit A of the Commission's Order are the most 

recent d e l i v e r a b i l i t i e s while the reserves shown i n Column C of said 

Exhibit A are estimates of I n i t i a l reserves and a comparison of the 

relationship between reserves and d e l i v e r a b i l i t y i s discriminatory 

when the r a t i o of i n i t i a l reserves to current d e l i v e r a b i l i t y of one 

tract which has produced over a period of several years i s compared 

with the r a t i o of i n i t i a l reserves to i n i t i a l d e l i v e r a b i l i t y of 
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another t r a c t . Since the Commission has obviously used I n i t i a l reserves 

In comparison with current d e l i v e r a b i l i t i e s i n making i t s Findings Nos. 

10, 12 and 13, such Findings are clearly erroneous and are i n 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, i s not based upon any evidence i n the 

record that waste i s occurring under the present 25-75 formula or that 

waste w i l l be prevented by the 60-40 formula proposed by Consolidated 

and adopted by the Commission. The Commission's eff o r t to predicate i t s 

order upon waste i n Finding No. 13 proceeds upon the erroneous theory, 

unsupported by evidence, that waste i s being caused wherever a violation 

of correlative rights i s found to exist. Finding No. 14 that waste w i l l 

be prevented by the 60-40 formula i s unsupported by any evidence I n the 

record. 

VI. 

The Commission In i t s Order has fai l e d to make a finding which 

under the law must be made i n order to change an existing proration 

order, to wi t : the portion of each tract's proportion of the t o t a l 

pool reserves which can be recovered without waste. The record con­

tains no evidence upon which such finding can be made. 

VI I . 

The record does not contain evidence upon which the findings 

required 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 t h e i r properties under an existing order have 

been prejudiced by changing the basis of allocation without evidence to 

support such changes. Specifically, there i s no evidence to support 

the Commission's finding as to the reserves underlying each individual 

t r a c t ; there i s no evidence to support a finding, and none was made, 
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of the portion of each t r a c t ' s proportion of the t o t a l pool reserves 

which can be recovered without waste; there i s no evidence t o support 

the Commission's f i n d i n g that the protection of c o r r e l a t i v e r i g h t s I s 

a necessary adjunct t o the prevention of waste and that waste w i l l 

r e s u l t unless the Commission acts t o protect c o r r e l a t i v e r i g h t s ; and 

there i s no evidence i n the record t h a t waste i s occurring or w i l l 

occur under the e x i s t i n g a l l o c a t i o n formula. 

WHEREFORE, Applicant requests t h a t , pursuant t o Rule 1222 of the 

Rules and Regulations of the New Mexico O i l Conservation Commission and 

Section 65-3-22(a), New Mexico Statutes Annotated, 1953 Compilation, 

that the Commission grant a rehearing i n Case No. 2504 and t h a t , 

following such rehearing the Commission set aside i t s Order No. 

R-2259-B and i n a l l respects deny the application of Consolidated O i l 

and Gas, Inc. t o amend Order No. R-1670-C. Your Applicant f u r t h e r 

requests that the Commission grant an opportunity f o r interested p a r t i e s 

t o present o r a l argument upon t h i s a p p l i c a t i o n f o r rehearing p r i o r t o 

taking action thereon. 

/S/ Ben R. Howell 
Ben R. Howell 

/S/ Garrett C. Whitworth 
Garrett C. Whitworth 

SETH, MONTGOMERY, FEDERICI & ANDREWS 

By /S/ Vim. Federici 
Attorneys f o r El Paso Natural 
Gas Company 
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13#fl r r lliiqQp3ER vAfI0!! OOHMISGIGH 

OF THE STATE OF HIV MEXICO 

IH THE MATTER OF THE HEARING 
GALLED BY IHE OIL COBSER?AllION 
COMMISSION OF HEW MEXICO FOR 
THB PURPOSE OF CONSIDERINGi 

CASE SO. 2504 
REHEAHIKG 

APPLICATION' OP CONSOLIDATED OIL & GAS, 
INC., FOB AF AMEMDMEKT OF 0BD1S NO. 
B-1670-G, CHAKOIHG THE ALLOCATION FORMULA 
FOR THE BASIN-DAKOTA OAS POOL, BAN JUAJf, 
110 ARRIBA, AND SASBOVAL C08HTIES, NEW HSKICO. 

STATBBBfT 

At the conclusion of the rehearing in the above 

entitled case at Santa Fe on February 15* 1965, the 

Commission announced that permission would be granted to 

any interested parties to f i l e , within twenty days thereafter, 

a statement for consideration by the Commission. Henee, this 

statement is now being filed on behalf of PUBCO PETHOLEUM CORP. 

On February 23» 1962* Consolidated Oil & Gas, Inc. 

filed its Application for an order establishing a special 

formula for the determination of allowables in the Basin-

Dakota Gas Pool. The ease was docketed as Mo, 2504. 

Briefly, the Applicant asked the Oommission te abandon the 

formula for the gas pools of Northwestern Hew Mexico based 

on 75 X 25, and adopt a 40 X 60 foraula. PUBCO PETROLEUM 

CORP. filed a response to the Application, objecting to the 

granting of the order prayed for, alleging that the granting 

of the order, in whole or In part, would seriously affect 

PUBCO in and about its operation, present end future, in the 



Basin-Dakota gas field, alleging further that the proration 

foraula presently in use was a just and workable foraula and 

gave each well i t s 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. PUBCO further alleged that I f the Com­

mission should consider any change in the proration foraula, 

that such a change should be in favor of 100% deliverability. 

PUBCO further alleged, in i t s response, that changing the pro­

ration foraula would be a violation of correlative rights; 

and direeted the attention ef the Commission to the fact that 

the Applicant had acquired the acreage complained of, and had 

drilled its wells with full knowledge of the then and now 

existing Oommission orders governing the field. 

Many pleadings were filed by oil companies, and 

others interested, and the ease was tried before the Coaaission 

on April 18, 19, 20 and 21, 1962. 

On June 7, 1962 tha Commission entered its order 

denying the Application by Consolidated to amend Order Ho. 

R-16?0-C to establish an allocation formula for the Basin-

Dakota Gas Pool based on 40% acreage X deliverability plus 

60% acreage. In paragraph 4 of the order of the Commission, 

i t was stated on behalf of the Commission as follows: 

"(4) That the evidence present ed at the hearing 
in this case concerning recoverable gas reserves 
in the subject pool is insufficient to justify 
any change in the present allocation formula.• 

Thereafter, and on June 27, 1962, Consolidated filed 

its petition for a rehearing mpoa the grounds therein stated, 

a l l of which will appear therein, reference thereto being had. 
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On July 7, 1962, the Commission acted upon the petition 

for rehearing, but provided as followsJ 

"(2) That the scope of such hearing shall be 
limited to matters concerning recoverable gaa 
reserves in the Basin-Dakota Gaa Pool." 

The action of the Commission in limiting the scope of the re­

hearing probably stemmed from a desire on the part of the 

Commission to take into consideration the decision of the 

Supreme 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 make a finding as to the 

amounts 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, i t was the opinion of 

the Supreme Court that the Commission should have made findings 

as to drainage, that correlative rights were net being pro­

tected under the old formula or at least being protected under 

the new formula to the extent, "insofar as practicable". I t 

may be speculated upon that the Supreme Court would not have 

reversed the case had the Commission and proponents of deliver­

ability specifically estimated the reserves in the wells in the 

Jalmat pool and compared its recoverable reserves to deliver­

ability insofar as practicable* 

At the outset i t may be said that the burden of proof 

rested jquarely on Consolidated t© prove its case on rehearing, 

as well as the original hearing. Pubco contends that Consoli­

dated failed to sustain the burden of proof. No new evidence 

was introduced to cause the Commission to reverse its decision 

of June 7, 1962. Consolidated failed te submit te the 

Commission any independent engineering er testimony of any 



Petroleum engineer or geologist whose testimony was based on 

an independent investigation and study in the field. Instead, 

Consolidated submitted before title Commission several exhibits 

built up on graphs and the statistics introduced in evidence 

et 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 introdueed before the Commission on 

February 14, 1965 to prove that since April 1, 1962 some 200 

additional wells have been built in the pool. Consequently, 

any testimony offered by Consolidated, even based on El Paso 

Natural Gas Company's exhibits, introduced at the April, 1962 

hearing, would be obsolete and of no probative value whatever 

to 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 introdueed were not based on independent 

engineering or geology, but on hearsay entirely. Consolidated 

rested its entire case on exhibits numbered 5 and 4. Exhibit 

4 was an I.B.M. calculation of 70 pages, containing 2,870 items, 

with thousands of figures, al l based on an assumed state ef 

facts and sets of figures prepared by £1 Paso Natural Gas 

Company for the April, 1962 hearing. 

On February 14th and 15th, Pubco submitted extensive 

testimony by two expert witnessest Pan Cleveland, a Petroleum 

Engineer, and Frank Gorham, a geologist, accompanied by care­

fully prepared maps and graphs, deaonstrating that the present 

existing formula should be continued, but that I f there should 

be any change in the formula now being used ln the pool, i t 

should be in the direction sf deliverability, for the primary 



reason that most of the 729 wells now In the pool here been 

drilled on 320-acre tracts. 

I t was pointed oat by several witnesses before the 

Commission that a number of small operators la the pool haws 

been financed by bankers aad others ea the assumption that 

there would be ne change ia the formal a and that wells were 

being drilled and acres were being leased on that basis. 

At the conclusion of the statement and testimony of 

February 15>, the following statement was made on behalf of 

Pubco: 

"It is respectfully submitted to the Commission 
that we have produeed here n napetent testimony 
to show and to determine the rocovcrable reserves 
on a treat basis for each well and tract in the 
field \ we have also offered evidence before the 
Commission to show the recoverable reserves under 
the developed portion of the entire pool. Pubco'a 
conclusion from the work dome, exhibits and data 
submitted, have demonstrated, in our opinion, 
beyond a question of doubt, that i f each well l s 
to receive Its fair share of the market in pro­
portion to the reserves under the tract as 
related to the whole, that tho existing formula 
should be loft where i t i s , b«t i f there i s to 
be any chance made, i t should bo 100% deliverability 
times acreage.* 

The testimony of Messrs. 0leveland and Gorham for 

Pubco and Mr. Rainey for 11 Paso Natural Gas Co. furnished 

the Commission with a l l necessary data to make a determination 

in this case, such data being of Invaluable assistance to 

the Commission and its staff. I t is contended by Pubco that 

Consolidated failed utterly to Carry out the promises implied 

in its petition for rehearing, end that in a l l justice, the 

Commission should enter Its order confirming and reiterating 

i t s order of June 7» 1962. Any other course by the Commission 
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would inevitably lead to chaos in the Basin-Dakota Pool. 

Respectfully submitted, 

PUBCO FETHOLEUM C0RP01ATI0B 

First national Bank Bldg. 
Albuquerque, lew Mexico 



L A W O F F I C E S 

• F 

W . A . K E L E H E R 

W. A . K E L E H E R 

A . H . M c L E D D 

T . B . K E L E H E R 

J O H N B . T I T T M A N N 

R U S S E L L M O O R E 

W I L L I A M B . K E L E H E R 

M I C H A E L L . K E L E H E R 

A . H . M c L E D D 

A T T O R N E Y S A N D C O U N S E L L O R S A T J • ' . " * " ) 

F I R S T N A T I O N A L B A N K B U I L D I N G 

A L B U Q U E R Q U E , N E W M E X 1 C D 

February 27, 1963 

•',7 

O i l Conservation Commission 
Santa Fe, New Mexico 

Gentlemen: 

Enclosed please f i n d o r i g i n a l and three 
copies of Statement being f i l e d on behalf of 
Pubco Petroleum Corp. i n case No. 2504, the 
o r i g i n a l and two copies being f o r members of the 
Commission and one copy f o r the s t a f f . 

WAK: cp (j> 
Enclosure 

Yours very t r u l y , 
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BEFORE THE OIL CONSERVATION COMMISSION 

1-53 K\n 7 p., 
OF NEW MEXICO ,!' 3 51 

APPLICATION OF CONSOLIDATED OIL AND 

GAS, INC. For an Admendment of Order 

No. R-1670-C Changing the Allo c a t i o n 

Formula i n the Basin-Dakota Gas Pool 

WRITTEN STATEMENT OF EL PASO NATURAL GAS COMPANY 

I t i s always proper to keep i n mind the nature of 

the proceedings under consideration. This hearing grew out 

of an application by Consolidated O i l and Gas, Inc. 

(Consolidated) f o r a rev i s i o n of Order No. R-1670-C, an order 

which went into e f f e c t without appeal. The burden of present­

ing evidence l i e s upon Consolidated. I t goes without saying 

that the evidence must be clear and convincing to j u s t i f y any 

change i n property r i g h t s and relationships which have been 

entered i n reliance upon the ex i s t i n g proration order. 

Consolidated's attorney argues that the e x i s t i n g 

order i s completely void. The great majority of operators 

i n the Basin-Dakota Pools, do not agree with t h i s p o s i t i o n 

and here urge continuation of the present order. Consolidated 

r e l i e s upon the Jalmat Case as au t h o r i t y f o r t h i s s t a r t l i n g 

statement. The Commission i s well aware that the o r i g i n a l 

order i n the Jalmat Case contained s u b s t a n t i a l l y the same 

findings as Order No. R-I67O-C. The Supreme Court l e f t i n t a c t 
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the o r i g i n a l order, holding that the Commission must make cer t a i n 

specific findings to change that order. The o r i g i n a l order i n the 

Jalmat Case i s i n e f f e c t today j u s t as Order No. R-I67O-C w i l l 

remain i n e f f e c t u n t i l changed by the Commission. The Commission's 

acceptance of Consolidated's p o s i t i o n on t h i s issue would, i n e f f e c t , 

condemn every proration order entered p r i o r to Jalmat, none of which 

contained the specific findings. Other companies supporting the 

Commission's order are b r i e f i n g t h i s legal point and we do not wish 

to duplicate t h e i r work. 

I t i s El Paso's po s i t i o n that the c r i t i c s of Order No. R-I67O-C 

have f a i l e d to produce evidence j u s t i f y i n g or supporting any change i n 

the e x i s t i n g order. In addition, we believe that the group supporting 

the e x i s t i n g order have produced evidence that compels the Commission 

to f i n d that only acreage and d e l i v e r a b i l i t y are practicable factors 

to consider i n making an a l l o c a t i o n formula. The statute authorizes 

the Commission to give "equitable consideration to acreage, pressure, 

open flow, porosity, permeability, d e l i v e r a b i l i t y and q u a l i t y of the 

gas and to such other pertinent factors as may from time to time 

e x i s t , and so f a r as i s practicable, shall prevent drainage between 

producing t r a c t s i n a pool which i s not equalized by counter-draniage." 

A reading of the record i n t h i s case can lead only to the conclusion 

that there Is not s u f f i c i e n t evidence of pressure, of open flow, of 

porosity, of permeability or q u a l i t y of gas to make a practicable 

determination of recoverable gas reserves underlying each i n d i v i d u a l 
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t r a c t or proration u n i t . No evidence supports the use of any factors 

other than " d e l i v e r a b i l i t y " and "acreage." No operator has introduced 

testimony to support use of any other factors. 

The issue then b o i l s down to the r e l a t i v e weight given to 

acreage and d e l i v e r a b i l i t y i n making an equitable and practicable 

a l l o c a t i o n formula. Many companies advocate use of st r a i g h t 

acreage as a desirable formula because of the small-tract problem 

which exists i n some areas. The San Juan Basin, and p a r t i c u l a r l y 

the Basin-Dakota Gas Pool has subs t a n t i a l l y the same acreage 

dedicated to every w e l l , with only f i v e wells varying s u b s t a n t i a l l y 

from the 320 acre pattern. In many pools the acreage a t t r i b u t a b l e 

to one well w i l l vary from 320 acres to a f r a c t i o n of one acre. 

Under conditions here e x i s t i n g acreage i s merely a "per w e l l " 

factor. To apply acreage here i s i n ef f e c t to use the "per w e l l " 

factor which i s so b i t t e r l y c r i t i c i z e d i n formulas combining an 

acreage allowance and a "per wel l " allowance. The use of 100$ 

acreage i n the Basin-Dakota Pool would i n e f f e c t give every well 

the same allowable, disregarding undisputed evidence i n the record 

as to great differences i n thicknesses of net e f f e c t i v e pay, porosity, 

water content, pressure, and (communication i n t o 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 t e s t i f i e d by D. H. Rainey, reveal 

that correction of the parameters used i n estimating recoverable 
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reserves by additional data as new wells are d r i l l e d i s bringing 

the estimate of recoverable gas reserves closer to the measured 

d e l i v e r a b i l i t y f o r the average w e l l . While admittedly there are 

a few wells where the d e l i v e r a b i l i t y does not closely correlate 

with the current estimate of the new recoverable reserves, 

nevertheless f o r the great majority of wells, the use of deliv e r ­

a b i l i t y i s the best yardstick available to the Commission to 

estimate the recoverable reserves underlying each t r a c t . The 

record i s clear that "determinations of recoverable reserves" 

are but estimates, using the best data available, of the volumes 

of gas that w i l l be produced from a t r a c t p r i o r to the operator 

abandoning the well located on the t r a c t . The economic factors 

which compel abandonment are brought out i n Pubco's studies. 

Corrections of reserve estimates, as addit i o n a l data were obtained, 

demonstrates that d e l i v e r a b i l i t y may be a better i n d i c a t i o n of 

recoverable reserves than volumetric estimates obtained by averag­

ing the available data upon a township-wide basis. 

The proponents of an amended order have obtained core 

analysis and well log data from many of t h e i r opponents. The 

proponents did not see f i t to introduce at the rehearing any 

testimony based upon such data. Proponents made no attempt to 

allocate reserves to each t r a c t as a r e s u l t of t h e i r own work. 

Proponents merely adopted El Paso's work presented at the A p r i l , 

1962 hearing and urged the Commission to use t h i s work as a basis 
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f o r f i n d i n g the recoverable reserves under each t r a c t . The 

testimony shows that El Paso regards i t s work as appropriate 

f o r determining the over - a l l reserves i n tae pool but as inadequate 

to furnish v a l i d recoverable reserves underlying each t r a c t 

except i n averaging the data as was done i n El Paso's exh i b i t s . 

Futhermore, the uncontradicted testimony shows that as a r e s u l t 

of new information and of El Paso's continuing study, the reserve 

estimates made i n A p r i l , 1962 have been revised and were changed 

before Consolidated introduced i t s exhibits based on such estimates. 

I t i s c r y s t a l clear that a f i n d i n g by the Commission of i n d i v i d u a l 

t r a c t recoverable reserves based upon estimates, which the estimator 

says are out of date; would not withstand attack. But as to a 

number of wells El Paso did not have s u f f i c i e n t information even 

to estimate. Proponents attempted to cover t h i s unexplored area 

by extrapolation of reserve contours. D. H. Rainey's testimony 

shows that t h i s method of extrapolation can be used to determine 

pool-wide reserves but i s inadequate as the method of determining 

gas reserves underlying any p a r t i c u l a r t r a c t . A f i n d i n g based 

upon out of date estimates and i n s u f f i c i e n t information could not 

survive a court's scrutiny. 

The exhibits offered by Consolidated are subject to attack 

f o r many reasons. Their Exhibit 3 i s based upon out of date 

estimates and uses extrapolation to f i l l i n gaps. This u n r e l i a b i l i t y 

i s carried forward i n t o Exhibit 4, which compounds inaccuracies by 



comparing o r i g i n a l reserve estimates against current d e l i v e r a b i l i t i e s . 

I t i s obvious that comparisions must be made at comparable times. 

The use of current d e l i v e r a b i l i t y against o r i g i n a l reserves w i l l 

give a d i s t o r t i o n . The evidence shows that both reserves and 

d e l i v e r a b i l i t i e s decline as well produces. A l l of Consolidated's 

conclusions and t h e i r Exhibits 5, 6 and 7 depend upon the accuracy 

of Exhibit 4. When Exhibit 4 i s shown to be inaccurate, then a l l 

the conclusions drawn and Consolidated's remaining exhibits also 

f a l l . 

I t i s apparent when considering the averages that differences 

i n recoverable reserves are best r e f l e c t e d by differences i n d e l i v e r ­

a b i l i t y . Any a l l o c a t i o n formula must be based upon the practicable. 

I f i t i s not practicable, f o r lack of core data and other information, 

to make a volumetric calculation of recoverable gas reserves under 

each t r a c t then the only p r a c t i c a l t o o l to use to r e f l e c t admitted 

differences i s that of d e l i v e r a b i l i t y . In t h i s pool the acreage 

under each well i s p r a c t i c a l l y i d e n t i c a l . We contend that no 

specific findings are required to maintain v a l i d i t y of the o r i g i n a l 

a l l o c a t i o n order. I f the Commission desires to make findings, 

then there i s s u f f i c i e n t evidence from which the Commission can 

f i n d that ( l ) the amount of recoverable gas under each producing 

t r a c t can be estimated by using the d e l i v e r a b i l i t y of the well 

located on that t r a c t ; (2) the t o t a l amount of recoverable gas 

i n the Basin-Dakota Pool i s approximately 2.25 t r i l l i o n cubic fe e t ; 
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(3) the proportion that the recoverable gas under each t r a c t 

bears to the t o t a l amount of recoverable gas i n the pool i s the 

proportion of the d e l i v e r a b i l i t y of the well located on that 

specific t r a c t to the t o t a l d e l i v e r a b i l i t y of a l l wells i n the 

pool; and (4) by using the formula prescribed by Order No. R-I67O-C, 

the recoverable gas underlying each t r a c t can be recovered 

without waste. There i s also evidence to support a fi n d i n g that 

under Order No. R-I67O-C the drainage from one t r a c t to another 

i s equalized by counter drainage from the other t r a c t . 

SETH, MONTGOMERY, PEDERICI & ANDREWS 

Attorneys for El Paso Natural 
Gas Company 
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A. MONTGOMERY, F E D E R I C I 8e A W "WS 
ATTORNEYS AND COUNSELLORS AT L A \ 

P. O. BOX 828 
SANTA F E , NEW MEXICO 

New steidLoo Oil Conservation Oossilaaion ^ 
P. 0. Bo* 871 
Stat© land ©ffle© Building 
Santa Pe, New Mexico 

Subject; Statement ef Sunset International Petroleura 
Corporation and Caulkins Oil Company W® mm 2504. 

Sunset International Petroleum Corporation and Caulkins 
Oil Company again wieh tn stats their opposition tn any 
change of tha allocation formula for tha Basin-Oakota Oaa 
Fool whiah would giva mora walgHt to acreage m laas walght to 
dallvamhlllty. 

tha testimony and exhibits presented at tha rehearing of 
— f c ... — — * l k m hamri^p, pr— 

Lonship batwoem 
tkota Gas Pool, bility is given at least 75 percent weight in tha allocation 

formula, the protection of correlative rights will he achieved. 

mm i f the Commission should oe of the haliof that tha 
formula should ha changed to givm lees weight to deliverability, 
i t i s submitted that tha record of Case 2504 does not contain 
sufficient evidence of a substantial nature upon which an 
order could ha based. At tha rehearing of this case, tha pro* 
ponents of tha change in formal* narnortad to supply Informa­
tion from which the Comwlsmlon satiat findings aa mairad 

Va-iRir # ^Jsl0**rm Vm 0 ' j | w*a»» *pr w ^ jp ' m gv^^m » . * W'W own ê* 1*Ŵ p WVWTF 

exhibit from which recoverable reserves wars astlmatad, eanmot ... ... 
be considered substantial because i t i s based on conjecture and ( ) 
surmise. That a Court or administrative body cannot base i ts 
findings upon conjecture or surmise ia clearly settled by tha 
daeislons of tha Mew Mexico Supreme Sour* (Mm* ®.g., «ISICB^ T 3 

v. mmm> M ®«M. 443, m ?«td Pi), NOT can an mm^^m^*^ 

Y 

ILLEGIBLE 



,1. MONTGOMERY. FEDERICI & ANr 'WS 
F O R N E Y S AND COUNSELLORS AT LAV 

P. O. BOX 828 
SANTA F E , NEW MEXICO 

To if. M. Oil Oonservotien CoBralasion-2 Wmhmey 85, 1963 

t#*tlmwy ©a facts which #© n#t afford a basis for & reaaonabiv 
Mdeaeo, See. 795* »s followst * 

"« . .the facta upon which 
his opinion or conclusion A 

*oou*mte ©oneltiaioas as i t u * — , . ^ ^ * ™ 
guess or eomjeattii*, Kxpert opinion t#^^»onT 
should not he allowed to extend to vSHESSSvi 
haaolaa; ooŝ ootaro concerning, amtters not «*aW 
tible of rmwmmv? *^r»iao©noiaal^r^ p 

fo the mm of fact, aoo 32 C.*v«.# Evidence, tee, m* 

n M *• f«5»tt that ^wiolldatoi Oil a ins, tot. faniod to una 
good onginaorlng practices m arriving nt its estinfttes ol 

reserves ia tha ^ooi and that t h l a ^ i i a n ^ L A 
^taatiaony or exhibit baaed thoroon, u S t n i ^ ^ 

m this case donaolidsted Oil a Qas, inc. ^ * m 

=?" &\S=& EMS.* rfSSK 
In view of the foregoing* it Is sabaittoa that th* 

applicants have jaade no mmtmt a thin^totha a i i S * * ™ 
M M * ftnr the das F o o T ^ A o ^ « l ^ ! y ^ i < m 

Ooan̂ saion should enter its or^sr wmftiMtSmSSvtom #0*0 
denying the application. ^***™ng ymer MO* "-*f&59* 

isspeetfttllv eansjgtto*, 

©fculitins OH losisaj^ 
RSHjt J b 3 

ILLEGIBLE Y 



P R O D U C T I O N D E P A R T M E N T 

C . L . B L A C K S H E R , V ICE P R E S I D E N T 

W . P . W H I T M O R E , M G R . P R O D U C T I O N 

W . D . C A R S O N . M G R . T E C H N I C A L S E R V I C E S 

R O B E R T G . H I L T Z . M G R . J O I N T O P E R A T I O N S 

G E O R G E W . S E L I N G E R . M G R . C O N S E R V A T I O N 

TULSA 2 .OKLAHOMA 
February 21 , 19&3 

31 

fie: Case No. 2504 - Ee-Hearing 
Order So. R-1670-C 

Mr. A* L. Porter, Jr. 
New Mexico Oil and Gas Conservation Commission 
P. 0. Box 871 
Santa Pe, New Mexico 

Dear Mr. Porters 

In line with the announcement made by the Coaraiesion that 
they would accept statements or briefs within twenty days after the 
close of the hearing on February 15, 1963, we wish to f i l e this 
statement on behalf of Skelly Oil Coapany having an interest i n 
thirty-five wells i n the Basin Dakota Gas Pool. 

¥e believe that the granting of the application i s 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 State. Those familiar with th© gas business under­
stand that deliverability i s generally the ability of a gas well to 
produce into a line for marketing purposes, and such deliverability 
tests usually involve three consecutive and continuous periods, 
such as pre-flow and conditioning, test flow, and shut-in pressure. 
I t i s evident that the line pressure of various purchasers or 
takers enter into the amount of gas producible of respective wells 
connected thereto, and such variation makes i t impossible to have 
satisfaction i n such formula. Additionally the continuous 
requirement of deliverability periodically finds a great many wells 
unable to comply with the periodic testing, and hence supervisory 
control on the part of the State i s greatly handicapped. Me believe 
that a formula simple i n nature ia nest easily supervised by the 
State, and despite the continuous efforts by opponents i n this Case, 
that as Pubco states "there is a relationship between deliverable 
and recoverable reserves," and as stated by Sl Paso "there exists 
a direct and constant relationship between deliverable and recover­
able reserves i n the Basin Dakota Pool," nevertheless the State 
Supreme Court has stated in the Jalmat Case that there i s no 
relationship between the two, and therefore we believe this Coraaission 



Mr, A. L. Porter, Jr. 
February 21, 1963 
rage 2 

should follow this ediet until otherwise changed* 

The difficulties of the Oil Conservation Ccuaisslon have 
greatly increased in the past few years due watinly to the proration 
of gas in the State both in Southeast and Xwrthwest New Mexico. It 
is the writer*s feeling that these great aany difficulties in 
administration encountered by the Oil Conservation Ccasaisaion are 
due to an effort to attempt to please the purchasers and trans­
porters of gas, whereas in truth and fact tha main and sols purpose 
of the Commission is to regulate the production* Deliverability 
as a factor in allocation is exclusively for the benefit of the 
purchaser or transporter, and for their convenience only. It is 
felt by this writer that the Gonad salon should return to their sain 
objective of regulating the production of gas from the wells in a 
reservoir, and if this i s done we believe that the many burdensoae 
problems encountered by the Coraaission would gradually be eliminated 
in the near future. By keeping the formula siapie and restraining 
the supervisory control of the (kaaaiseion over production, in line 
with the dominant duty of this Gonsaiseion under the Aetf we believe 
that trie raany problems now encountered would evaporate. 

Respectfully submitted, 

(Signed) GEORGE W. SELING-iLh 

cc-Consolidated Oil & Gas, Inc. 
4150 East Mexico Ave. ^ 
Denver 22, Colorado 

Mr. Jason Kellahin 
Santa Fe, New Mexico _ ^ 

<o 



Statement made on behalf of Sunray Mid-
Continent - Be: New Mexico Oil Conservation 
Commission, Case 25C4, Application Formula 
Basin-Dakota Gas Pool 

Sunray Mid-Continent Oil 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 Oil, Inc. 

formula contains a heavier factor of acreage than 

the present formula we vould urge the Commission to 

adopt the Consolidated formula. 



P. O. Box 2542 
Amarillo, Texas 

New Mexico Oil 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 i s 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 

E. S. Morris, 
Vice President 

ESM:jt 



For Commission Records: Basin-Dakota Hearing 
Case #2504 

Roy J e t e r , A s s i s t a n t D i v i s i o n Superintendent, on b e h a l f 
of Western N a t u r a l Gas Company urges the Commission t o r e t a i n the 
r u l e s i n the present form, b e l i e v i n g t h a t d e l i v e r a b i l i t y bears a 
reasonable r e l a t i o n s h i p t o recoverable gas reserves and t h a t the 
present a l l o c a t i o n formula f u r n i s h e s a p r a c t i c a l measuring device 
t o permit each operator t o produce h i s f a i r share o f the r e s e r v o i r . 

WESTERN NATURAL GAS COMPANY 

By: Roy C. J e t e r 



STATEMENT FOR CASE NO. 2^04 - APPLICATION OP 
CONSOLIDATED OIL AND OAS INC. TO CHANGE THE 

BASIN DAKOTA ALLOCATION FORMULA 

Ai*» I c is Texaco's opinion that del iverabi l i ty does not 
have a A correlation to the recoverable gas reserves in, place 
under any particular tract and, therefore, should not be 
considered as a factor in the prorating of gas production. 
I t i s believed that to include del iverabi l i ty aa a factor 
Increases the tendency to perforate longer intervals and 
fracture with larger treatments which results not in an increase 
ln the reserves for any particular well but merely in an 
increase in the well's de l iverabi l i ty . We believe that such 
practices as this in an effort to increase del iverabi l i ty 
can cause both physical and economic waste. Texaco oelieves 
that, to protect the correlative rights of a l l parties 
concerned, the aost equitable proration formula for the Basin 
Dakota Gas Pool would be a formula based upon 100 per cent 
acreage. 

Taxaco w i l l always strongly urge that both o i l and 
gas proration formulas be 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, recognize this as a step in 
the right direction. 

At the present tlm* Texaco does not operate any 
producing wells in the Basin Dakota Gas Pool, however, we are 
the operators of five wells completed ln the Basin Dakota 
Reservoir but, are currently shut-in. We do own an interest 
ln several wells that are currently producing ln the Basin 
Dakota Pool and we anticipate that our shut-in wells w i l l be 
producing in the near future. Texaco also owns considerable 
undeveloped acreage ln the immediate area of the Basin Dakota 
Pool. Therefore, Texaco Inc . as a very Interested party 
recommends that the proration formula for the Basin Dakota 
Gas Pool be based upon 100 per cent acreage; however, we recognise 
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 tbe following^ • 

v Aztec O i l & Gas Company, L. M. Stevens i n l i e u of Joe Salmon. 

B r i t i s h American O i l Producing Company, Frank Renard. 

Southwest Production Company, Leon Wiederkehr, i n l i e u of Carl 
Smith. 

Pan American Petroleum Corporation, George Eaton 

- El Paso Natural Gas Company, David H. Rainey. 

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 served on 9-8-62. Leon 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. Tad Stockmar 
Bolsi, Roberts, More, Owen and Stockroar 
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 

Mr. J. J. Lacey 
Tenneco Oil Company 
P. O. Box 1714 
Durango, Colorado 

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

Mr. George Selinger 
Skelly Oil Company 
p. 0. 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 Fe, New Mexico 

Mr. Hume Everett 
Legal Department 
The Ohio Oil Company 
P. 0. BOX 120 
Casper, Wyoming 

Mr. Ben Howell 
S l Paso statural Gas co. 
Box 1492 
XI Paso, Texas 

Mr. Kenneth Swanson 
Astec Oil * Gas Co. 
920 Mercantile securities 
Building - Dallas, Texas 

Mr. Guy Buell 
Pan American Petroleum corp. 
P. 0. Box 1410 
Fort north. Taxes 

Mr. w. A. Keleher, Attorney 
Pubco petroleum Corporation 
First National Bank Bldg. 
Albuquerque, N. Hex. 

Mr. Bob Wynn 
Delhi Oil Corporation 
Fidelity Union Tower 
Dallas 1, Texas 

Mr. George Eaton 
Pan American Petroleum Corp. 
P. O. Box 480 
Farmington , New Mexico 

Mr. George E. Mills 
The Atlantic Rfg. Co. 
P. 0. Box 379 
Durango, Colorado 

Mr. Booker Kelly 
Gilbert, White & Gilbert 
P. 0. Box 787 
Santa Fe, New Mexico 

Mr. Phil McGrath 
U. 3. Geological Survey 
BOX 959 



Appearances in Case No. 2504 - April 13, 1962 Regular Hearing 

Mr. A. F. Holland 
Caulkins Oil Company 
1130 First national Bank Bldg. 
Denver, Colorado 

Mr. John S. Cameron, Jr. 
Tidewater Oil company 
P. O. Box 1404 
Houston 1, Texas 

Bruce Anderson o i l Operators 
and Beard Oil Company 
Suite 930 
The Petroleum Club Building 
Denver 2, Colorado 

Mr. B. B. Granville 
The Frontier Refining Company 
4040 Sast Louisiana Avenue 
Denver 22, Colorado 

Mr. San Sims 
Kay Kimbell o i l Operator 
P. 0. Box 1540 
Fort Worth, Texas 

Mr. Thomas M. Hogan 
District Superintendent 
The Bri tish-American 
Oil Producing Company 
P. 0. Box 180 
Denver I, Colorado 

Mr. Bob Black 
Proration Department 
Texaco Inc. 
P. O. 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. 0* Drawer 700 
Roswell, New Mexico 

Mr. E. S. Morris, Vice President 
Pioneer Production Corporation 
P. O. Box 2542 
Amarillo, Texas 

Mr. John J. Redfern 
1203 wile© Building 
Midland, Texas 

Mr. Carl W. Smith 
Southwest Production Company 
207 Petroleum Club Plaza 
Farmington, Hew Mexico 



Extra copies ot Exhibits 
Received i n Case #2504 
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STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

SANTA FE - NEW MEXICO 

IN THE MATTER OF THE APPLICATION OF 
CONSOLIDATED OIL & GAS, INC„ FOR AN 
AMENDMENT OF ORDER NO. R-167Q-C, CASE NO. 2504 
CHANGING THE ALLOCATION FORMULA FOR (Rehearing) 
THE BASIN-DAKOTA GAS POOL, SAN JUAN, 
RIO ARRIBA AND SANDOVAL COUNTIES„ 
NEW MEXICO, 

To the f o l l o w i n g named attorneys and p a r t i e s who have entered an 
appearance i n the above e n t i t l e d and numbered case and t o the 
res p e c t i v e i n t e r e s t s they represent: 

Mr« Tad Stockmar Mr. Booker K e l l y 
Mr. Jason K e l l a h i n Kr. P h i l McGrath 
Mr. J, J., Lacey Mr. A. F. Holland 
Mr. Howard B r a t t o n Mr o John So Cameron,, J r , 
Mr. George Selinger Bruce Anderson O i l and 
Mr. P., J., B'arrelly Gas P r o p e r t i e s 
Mr. Roy C. J e t e r M r „ E. Be G r a n T i l l e 
Mr, O l i v e r Seth Mr. Sam Sims 
Mr. Hume Ev a r e t t Mr. E„ S. Mo r r i s 
Mr, Ben Howell M r „ John Redfern 
Mr. Kenneth Swanson Mr. C a r l Wo Smith 
Mr. Guy Bus11 Mr. Thomas M. Hogan 
Mr. W. A, Keleher Mr. Co Ro Black 
Mr, Bob Wynn Mr. H. D„ Bushnell 
Mr. George Eaton Mr. Paul Cooter 
Mr, George E. M i l l s Mr. George L. V e r i t y 

N O T I C E 

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

COMMISSION TO THE SEPTEMBER 13, 1962 REGULAR HEARING, AT 9 O'CLOCK 

A.M., MORGAN HALL, STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO, 

A . Le PORTER, J r . , 
S ec re t a ry -D i r ec to r 

I hereby c e r t i f y that I have mailed a copy of t h i s Notice to the 
above-named attorneys and pa r t i e s on t h i s J L / j / ^ * day of July, 1962. 

TTJAMES M„ DURRETT, J r . 7 

General Counsel 



EXHIBITS RECEIVED IN CASE #2504 

Aztec 1 copy of Exhibit 1 
1 copy of Exhibit 2 

Caulkins 2 copies of Exhibit 1 

Consolidated O i l Co 1 copy of Exhibit 1 
2 copies of Exhibit 2 
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E l Paso N a t u r a l Co. 

Pubco 

Southern Union Gas Co. 

2 copies of Exhibit 1 
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Sunset Intern a t i o n a l 1 copy ol Exhibit 1 
1 copy of Exhibit 2 



Land Department 

K A Y K I M B E L L 
OIL OPERATOR 

BOX 1840 

F O R T W O R T H , T E X A S 

August 7, 1963 

State of Vievi Mexico 
Oil Conversation Commission 

Sante Fe, New Mexico 

Atten: i i r . A. L. Porter, 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-2259-3 
dated July 3, 1963, by which order changed the proration formula 
to 60?6 acreage and h&fi deliverability. 

Vie feel that this action was necessary and w i l l better serve the 
needs of the majority interested i n the Basin. 

Sam W. Sims, Jr. 
57; 3 :me 



P . O . B O X S 0 4 0 

L E G A L D E P A R T M E N T 

August 1, 1963 

New Mexico O i l 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 O i l 
Company, and Sunset International Petroleum Corporation have f i l e d applications 
f o r rehearing i n the captioned matter. 

These applications for rehearing neither claim the existence of new evidence, 
nor of f e r 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 i t s order on the "prevention of waste" as a matter wholly independent of 
the "protection of correlative r i g h t s . " But applicants ignore the pl a i n lan­
guage of Section 65-3-13(c), New Mexico Statutes Annotated (1953). That sec­
t i o n s p e c i f i c a l l y provides that the t o t a l gas production from a pool may be 
re s t r i c t e d to prevent waste, but the al l o c a t i o n of the t o t a l pool allowable 
among the wells may be based on the protection of correlative r i g h t s ( i . e., 
prevent uncompensated drainage between t r a c t s ) . This the Commission has done. 

Order No. R-2259-B i n the captioned case i s clearly supported by proper f i n d ­
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 t r u l y yours, 

AMERADA PETROLEUM CORPORATION 

By i <t<- yy>AA UJ, J-^^ytvOt^. 
Thomas W. Lynch, Attorney 

TWL:ac 



Memo 
J u l y 25, 1963 

GOVERNOR CAMPBELL 

_ x>m 
A . L . Porter, Jr. 

Secretary-Director 

Here i s E l 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 prior-, to/om 
taking action on their 



V E R I T Y , B U R R , C D D L E Y & J D N E S 
A T T O R N E Y S A N D C O U N S E L O R S A T L A W 

S U I T E 1 5 2 P E T R O L E U M C E N T E R B U I L D I N G 

F A R M I N G T O N , N E W M E X I C O _ , " " r . , _ . 

• EO. L. VERITY ' • ' —* • 
J O E L B. B U R R , J R . 

W M . J . C O O L E Y J u l y 26, 1963 
R A Y B . J O N E S T E L E P H O N E 3 2 5 - 1 7 0 2 

C e r t i f i e d 
A i r M a i l 

New Mexico O i l Conservation Commission 
State C a p i t o l B u i l d i n g 
Santa Fe, New Mexico 

I n r e : Case No. 2504 

Consolidated O i l & Gas, I n c . 

Gentlemen: 

Enclosed here w i t h are o r i g i n a l and two copies of 

A p p l i c a t i o n f o r Rehearing i n captioned matter. 

W i l l you please f i l e such a p p l i c a t i o n f o r rehear­

i n g . 
Yours t r u l y , 

VERITY, BURR, COOLEY & JONES 

GLV/ph 
encl/3 

cc: Southwest Production, Dallas 
Mr. Ben R. Howell, E l Paso 
Mr. W. A. Keleher, Albuquerque 
Seth, Montgomery, F e d e r i c i & Andrews, 
Santa Fe 
K e l l a h i n & Fox, Santa Fe 



S E T H , MONTGOMERY, F E D E R I C I & A N D R E W S 
A T T O R N E Y S A N D C O U N S E L O R S A T LAW J . O. S E T H 

COUNSEL A. K. M O N T G O M E R Y 
W M . F E D E R I C I 
FRANK A N D R E W S SANTA F E . N E W MEXICO 

3 0 1 D O N GAS PAR A V E N U E 

P O S T O F F I C E B O X 8 2 8 

• T E L E P H O N E Y U 3 - 7 3 1 5 F R E D C. H A N N A H S 

G E O R G E A. G R A H A M , J R 

R I C H A R D S. M O R R I S July 31, 1963 

New Mexico O i l Conservation Commission 
Post Office Box 871 
Santa Fe, New Mexico 

Attention: Mr. Jim Durrett 

Re: OCC Case #2504 

Dear Jim: 

Enclosed f o r f i l i n g are two A f f i d a v i t s of 

Service i n connection with the rehearings 

i n Case 2504. 

General Counsel 

Very t r u l y yours, 

RSM:Dd 
Enclosures 



V E R I T Y , B U R R , C O O L E Y & J O N E S 
A T T O R N E Y S A N D C O U N S E L O R S A T L A W 

S U I T E 1 5 2 P E T R O L E U M C E N T E R B U I L D I N G * 

F A R M I N G T O N , N E W M E X I C O . . ^ ;"' : » 

GEO. L . VERITY " " " * " • » ' / ' V " 

JOEL B. BURR, JR. " ' • f ~y 

WM. J. COOLEY f j f 

RAY B. J O N E S M a r c h 6 , 1 9 6 3 ' : ? T E ^ E P H O N E 3 Z 5 - 1 7 D Z 

New Mexico 
O i l Conservation Commission 
Post O f f i c e Box 871 
Santa Fe, New Mexico 

Re: A p p l i c a t i o n of Consolidated O i l & Gas, 
Inc . , f o r an amendment of Order No. 
R-1670-C, changing the a l l o c a t i o n 
formula f o r the Basin-Dakota Gas Pool, 
San Juan, Rio A r r i b a , and Sandoval 
Counties, New Mexico 
Case No. 2504 - Rehearing 
Our F i l e No. 1320-L-19 

Gentlemen: 

Enclosed h e r e w i t h i s the o r i g i n a l and two copies of Statement which 
we would appreciate your f i l i n g i n beha l f of Southwest Production 
Company i n the captioned matter. 

Very t r u l y yours, 

VERITY, BURR, COOLEY & JONES 

Geo. L. V e r i t y 

GLV/dh 
Enclosures 



L E G A L D E P A R T W E N T 

March e, 1943 

@E^T AVWLABLE COPY 

Hew Mexico Oil Conservation Consist ion 
P. 0. Box 871 
Santa Fe, New Mexico 

Ret Case Ve. 1504} application of 
Consolidated Oil and Gaa, Inc. 

Gentlemen: 

The basic issue in this ease ls how much weight should be gives te deliver­
ability in a gas allocation formula, tha answer should now b« obvious. 

If tha avldanca presented shove anything, it shows that thara is ae eoaslstaat 
OT reliable relationship between the deliverability of a wall and the recover­
able gas reserves in place under the afireage assigned to the wall. JCevertheless, 
and daspite tha experience of the Jalmat Case, this nonexistent relationship ls 
resurrected and used to support a tetania with a large deliverability factor. 

the Supreme Court of Maw Mexieo has clearly stated that this Coaaisslon 
"... must determine, insofar as practicable, (1) tha amount of recoverable gas 
wader each producer*a treat; (2) the total •aowat ef reeevercbl* gaa in the 
pool; (3) tha proportion that (1) bears to (2)$ aad (4) what portion of the 
arrlved-at portion can be recovered without waste.H Continental Oil Co. at al. 
v. Oil Conservation Commission et al.. 373 P. U 809, 815 (1962). 

An effort was made ia this proceeding to link deliverability te reserves by 
using averages for groups ef wells, let aueh an appreeelt cannot stead close 
examination. For example, I I Faeo's Exhibit Vo. 2 attews that for grottpa of 
walla with different average reserves, the group heving the highest average 
deliverebility had an average deliverebility ef leas them aix times aa greet as 
the group with tha lowest average eelivetebillty. Tee, within «aah group, vari-
ations in deliverabilities of Individual wells tanged from 10 to 100 times 
greater than the average variations betwaaa groups, am order baead on this 
hind of meaningless statistlaai menlpelatioa eomld hardly satisfy tha mandate 
of the Supreme Court. 

In order to follow the decision of tha Court and in order to protect correlative 
rightst 'he Commission will have to make a finding that the formula it chooses 



Hew Mexico Oil Conservation C omission 
F. o. BOX an 
Saate Fo, Mow Mexico -2* « March 4, 1943 

ia related to the ratio which tha recoverable gaa uader the acreage assigned to 
aa«h veil bear* to the total recoverable gaa ia the pool. It ia alee necessary 
that the evidence support such a finding, Since there ia no evidence to support 
a proper finding with respect to tbe existing allocation formula (75% of which 
consists of deliverability tiavee acreage)* wa urge tine Coawisslon to set it 
aside. 

It is amerces** position that the smaller the deliverability factor, the closer 
e formula will come te the standard established by the Comrt ia the Jalmat Case. 
Wa have already advocated a formula based solely upon acreage. If the Cornels* 
sion daelines te adopt such a formula, we ask that tha Commission adopt the 
formula proposed by Consolidated. 

Very truly yours, 

K. 9. Bushnell 
Thomas W. Lynch 

Attorneys for 
AMBRADA FETROLEtM CORPORATION 

TVLihac 


