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

Re: Dakota P r o r a t i o n F o r m u l a 
San Juan B a s i n , New M e x i c o 

We have p r e v i o u s l y i n f o r m e d y o u of the New M e x i c o O i l &t Gas C o n 
s e r v a t i o n C o m m i s s i o n d e n i a l o f o u r r e q u e s t f o r a change i n the m e t h o d 
by w h i c h Dakota gas w i t h d r a w a l s a r e a l l o c a t e d . O u r h e a r i n g i n A p r i l 
r e s u l t e d i n what i s r e p o r t e d to be the l o n g e s t C o m m i s s i o n s e s s i o n i n 
h i s t o r y - the h e a r i n g c o n s u m e d f o u r d a y s . 

I n essence , i t i s o b v i o u s that we w o n the ba t t l e but l o s t the w a r . The 
f a m o u s New M e x i c o S u p r e m e C o u r t J a l m a t d e c i s i o n handed d o w n r e 
c e n t l y sa id i n p r i n c i p a l that the C o m m i s s i o n c o u l d not c o n s i d e r c h a n g i n g 
a p r o r a t i o n f o r m u l a un less d e t a i l e d e n g i n e e r i n g r e s e r v e and p e r f o r 
mance data w e r e i n c l u d e d on each and e v e r y w e l l i n o r d e r tha t r e s e r 
v o i r e x p l o i t a t i o n e f f i c i e n c y , and the a l w a y s i m p o r t a n t i s sue o f c o r r e l a t i v e 
r i g h t s , m i g h t be t h o r o u g h l y and o b j e c t i v e l y d e f i n e d . 

The impact of thia on our proposa l is indicated when one r e a l i z e s that 
there a r e over 600 we l l s in the San Juan B a s i n Dakota r e s e r v o i r s . We 
have now approached the C o m m i s s i o n with the f o r m a l request that they 
r e q u i r e a l l operators to submit suf f ic ient in format ion regard ing the ir 
p a r t i c u l a r we l l s auch that the r e q u i r e m e n t s of the J a l m a t d e c i s i o n could 
be met. We a r e confident that a thorough engineer ing rev i ew , with 
object ive conclus ions based on a l l ava i lab le data, would prove our 
proposed a l locat ion f o r m u l a m o r e va l id than the o r i g i n a l f o r m u l a w h i c h 
is now in effect . It i s poss ib le (and even quite probable) that whi le we 
may not be able to generate approva l for our proposed new f o r m u l a , 
we w i l l succeed in inval idat ing the o r i g i n a l f o r m u l a . T h e net effect 
of thia would be no prora t ion at a l l . T h i s would be good s ince we would 
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then undeniably be governed by the unqual i f ied intent of the contractual 
m i n i m u m - t a k e guarantee; i . e. , 50% of each we l l ' s ab i l i t y ra ther than 
being l i m i t e d to a lesser volume as suggested by the exis t ing p ro ra t i on 
f o r m u l a . 

In any event, Consolidated O i l St Gas, Inc. is being heard f r o m and 
we have gained respect in both our admin i s t r a t i ve and technological 
p r o f i l e s. 
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