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OI1L CONSERVATION COMMISSION

e CTRE STATE OF NEW MEXICO

T ' P. 0. BOX 2088 - SANTA FE L

] 8750

» DIRECTOR - LAND COMMISSIONER STATE GEOLOGIST

i JOE D. RAMEY ‘ PHIL R. LUCERO EMERY C. ARNOLD
‘ | April 28, 1977 .

L | o Re: CASE NO. 5872
Lo Mr. Rand C. Schmide ORDER NO, R-5373-A

Office of General Counsel e | |
El Paso Natural Gas Company

P. 0. Box 1492 1 .
El Paso, Texas 79978 Applicant:

h
]

'y]

Dear Sir:

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

JDR/ £d ' |

Copy of order also sent to: : - i

Hobbs 0CC x
Artesia OCC x
Aztec 0CC X

Other Byrom Catom, Robert Hammer, Jack Oldham, Herman
& ’ ¢ Lyon, D. O. Buterbaugh

oY




OIL CONSERVATION COMMISSION

——
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L By S STATE OF NEW MEXICO |
- 4 B ' P. 0. BOX 2088 - SANTA FE L
o« 87501
' DIRECTOR - * LAND COMMISSIONER STATE GEOLOGIST
JOE D. RAMEY ' PHIL R. LUCERO EMERY C. ARNOLD
February 11, 1977
Me. T Re: CASE NO. %872
fr. Jason Kallahin 2 R-5373
{i 11ahin & Fox -~ ORDER NO.
Jz Attormeys at Law
Post Offica Rox 1769
Santa Fe, New Mexico Applicant:
ocC

Dear Sir:

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

urs very truly

JDR/ £d

Copy of order also sent to:

Hobbs OCC ;
Artesia 0CC
Aztec OCC il

Other Owen lopez, Dave Burlieson, John Nance, Robart Hammer, Reggie
Madley
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DIRECTOR
JOE D.RAMEY

O1L CONSERVATION COMMISSION

STATE OF NEW MEXICO
P.0.BOX 2088 - SANTA FE L
82501

LAND COMMISSIONER

PHIL R. LUCERO
February 11, 1977

STATE GECLOOIST

EMERY C. ARNOLD

Mr : Re: CASE NO. 5872
. Owen Lopaz 5373
Mootgomery, Federici, ORDER NO.
Andrews, & Barmahs
Attorneys at Law -
Post Office Box 2307 Applicant:
Santa Fe, New Mexdico

ooC

Dear Sir:

ith are two copies of the above-referenced

Enclosed herew
ered in the subject case.

Commission order recently ent

JDR/ £d

Copy of order also sent to: : _ o :

S
t Ve

Hobbs OCC X
Artesia 0CC A
Aztec 0CC

other Jason Xellahin, Dave Burleson, Joim Nance, mbai't Moy,

£t




"‘;j o My,
g \~‘ ‘»f‘ , . /’
g L, X7 O1L CONSERVATION COMMISSION
& v S STATE OF NEW MEXICO
g T P. 0. BOX 2088 - SANTA FE
i 87501
) 2 DIRECTOR LAND COMMISSIONER STATE GEOLOGIST
JOE D. RAMEY PHIL R. LUCERO EMERY C. ARNOLD
' June 24, 1977
Re: CASE KO. 5872

Office of General Counsel
El Paso Natural Gas Company
Box 1492

El Paso, Texas 79978 Applicant:

El Paso Natural Gas Comp any
Dear Sir: P

Enclosed herewith are two copies of the above-referenced = - 1
Commission order recently entered in the subject case. :

urs very truly

Director

JDR/ £d

Copy of order also sent to: ]

Hobbs OCC x
Artesia OCC X
Aztec OCC X

Other Owen Lopez, Tom Kellahin, Joseph F. Furey, Byron Caton,
Grant Nevins
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oy BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF CASE 5872 BEING REOPENED
PURSUANT TO THE PROVISIONS OF ORDER NO, R=5373
,,,,,, WHICH ORDER SUSPENDED RULES 15 (A) AND 15 (B)

. OF THE GENERAL KULES FOR PRORATED GRS POOLS
OF NORTHWEST AND SOUTHEAST NEW MEXICO.

(PR RET TSI

CASE NO, 5872 DE NOVO

Order No. R=5373-B

e el e XS

ORGER OF THE COMMISSION

BY THE COMMISSION3

On the application of El Paso Natural Gas Company, this
cause came on for hearing De Novo at 9 a.m. on June 13, 1977,
at Santa FPe, New Mexico, pefore the 0il Conservation Commission
of New Mexico, hereinafter referred to as the *commission."

WOW, on this_ 21st day of Junae, 1977, the Comnmission, a
quorum being present; having considered the testimony presented
and the exhibits received at said hearing, and being fully
advised in the premises,

FINDS1

(1) That due public notice having been given as required
by law, the Commission has jurisdiction of this cause and the
subject matter thereof.

(2) That on the 27th day of January, 1977, the Commission
entered its Emergency Order No. E=30 which order suspended Rule
15{aA} and Rule 15{B) of the General Rules for the Prorated Gas
Pools of Northwest New Mexico and Southeast New Mexico, as
promulgated by commission Order No,. R=-1670, as amended.

(3) That on the 11th day of February, 1977, the Commission
; entered its Order No. R-5373 which order further suspended

= said Rule 15(A) and Rule 15(B) pending further order of the
: Commission.

(4) That said Rule i5(A) and Rule 15(B) vere suspended
{in an attempt to make more natural gas available to the Bastern
United States during an emergency shortage of natural gas in

'| that region.

(5) That this case was reopened at an Examiner hearing
on April 20, 1977, to pernit all interested parties to appear
and show cause why said suspension should not be rescinded,
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Case No, 5872 De Novo
Order No, R-53T73-B

to consider the matter of final disposition of overproduction
accrued during the period of suspension of Rules 15(A) and
15(B), and what, if any, special consideration should be
given to underproducticn accrued to gas wells during the
period of suspension of said rules,

(6) That subsequent to said Examiner hearing, the Commissio
entered its Order No. R-5373-A on April 26, 1977, £inding; among
other thingss

"(6) That the evidence presented demonstrated that said
natural gas shortage emergancy is over.

*(7) That the evidence presented demonstrated that
suspension of said Rule 15(A) and Rule 15(B) should be
terminated.

*(8) That the evidence presented demonstratsd that
to protect correlative rights, overproduced wells
subject to the shut-in provisions of said Rule 15{(A)
and Rule 15(B) due to overproduction should be shut=in
following termination of the suspension of said
rules,

*(9) That the evidence prasented demonstrated that
no special consideration should be yiven to under=-
production accrued to gas wells during the period
of suspension of said Rule 15(A) and Rule 15(B)."

{7) That the Commission, in said Order No. R=5373~-a, also
found:

*(11) That the termination of said suspension of said
Rules 15(A) and 15(B) will not cause waste.

*{12) That the suspension of said Rule 15(A) and
Rule 15(B) should be terminated with no special
provisions to apply to overproduction or underproduction
accrued during the period of said suspension,”

(8) That said Order No,., R-5373-A ordered, among other
thingss

"(1) That effective at 12:01 a.m., Mountain Daviight
Time, May 1, 1977, the suspension of Rule 15(A) and
Rule 15(B) of th" 3eneral Rules for the Prorated Gas
Pools of Northwest New Mexico and Southeast New Mexico,
as promulgated by Commission Order No. R-1670, as
amanded. 18 hereby terminated.”

1
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Cage No, 5872 De Novo
Order No. R-5373-B

{9) That the applicant in the instant case, El Paso
Natural Gas Company, made timely application for a hearing
De Novo of Case No. 5872, whereupon this case came on for
hearIng before the Comission.

(10) That the evidence presented to the Commissicn
corroborates and substantiates the Commission's findings
in Order No. R=5373=A, as recited in Findings Nos. (6)
and (7) above, and the Commission finds that said findings
should be, and they are, reaffirmed,

T R P I R g e T Y

(11) That to not require wells which were overproduced
during the emergency period to make-up such overproducticn

:ould impair the correlative rights of owners of offsetting
ands,

(12) That wells which were overproduced during the emergency
period should be required to make up such overproduction in
accordanca with the provisions of Commission Order No. R-1670,
as amended, in order to protect correlative rights.

(13) That the protection of correlative rights is a
necassary adjunct to the prevention of waste,

(14) That in order to prevent waste and to protect
correlative rights, Commission Order No. R-~5373-A should be
reaffirmed,

IT IS THEREFORE ORDERED:

(1) That eff _.ive at 12:01 a.m. Mountain Daylight Time,
May 1, 1977, the suspension of Rule 15(A) and Rule 15(B) of
the General Rules for the Prorated Gas Pcools of Northwest
New Mexico and Southeast New Mexico, as promulgated by
Commission Ordexr No. R-1670, as amended, is hereby terminated,

(2) That no special consideration shall be given to
wells accruing underproduction during the period in which
Rule 15(A} and Rule 15(B) of Order No. R-1670, as amanded,
were suspended,

(3) That all overproduction accruing to wells during the
period in which Rule 15(A) and 15(B) of Order No. R~1670,
as amended, wereé suspended shall be made up in accordance
with the provisions of said Order No, R=1670, including
the shutting=in of wells which are overproduced in an amount
exceeding six times their average monthly allowable.
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Case No, 5872 De Novo
Crder No, R=53T3-

(4) That jurisdiction of this cause is retained for
the entry of such further orders as the Commission may
deem necessary.

DONE at Santa Fe, New Mexico, on the day and year
hereinabove designated. '

STATE OF NEW MEXICO
OoIL CONSERVATION/)COMMISSION

PHIL R. LUCERO, Chairman
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BEFrURE THE OIL CONWS ATI
NEW MEXICO

ER
OF THE STATE OF

IN THE MATTER OF CASE 5872 BEING REOPENED
PURSUANT TO THE PROVISIONS OF ORDER NO. R-5373
WHICH ORDER SUSPENDED RULES 15(A) AND 15(B) OF
THE GENERAL RULES FOR PRORATED GAS POOLS OF
NORTHWEST AND SOUTHEAST NEW MEXICO.

CASE NO, 5872
Order No. R-5373-A

! ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on April 20, 1977,
at Santa Fe, New Mexico, before Examiner Richard I.. Stamets.

NOW, on this 26th day of april , 1977, the Commission,
a quorum being present, having consIﬁered the testimony, the
record, and the recommendations of the.Examiner, and being fully
advised inp tha premises,

FINDS:

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That on the 27th day of January, 1977, the Commissior
entered its Emergency Order No. E-30 which order suspended Rule
15(A) and Rule 15(B) of the General Rules for the Prorated Gas
Pools of Northwest New Mexico and Southeast New Mexico, as
promulgated by Commission Order No. R-1672. as amended.

(3): That on the 1llth day of February, 1977, the Commission
entered its Order No. R-5373 which order further suspended said
Rule 15(A) and Rule 15(B) pending further order of the Commission.

(4) That said Rule 15(A) and Rule 15(B) were suspended in an
attempt to make more natural gas available to the Eastern United
States during an emergency shortage of natural gas in that region.

(5) That this case was reopened to permit all interested
parties to appear and show cause why said suspension should not
be rescinded, to consider the matter of final disposition of over-
production accrued during the period of suspension of Rules 15(A)
and 15(B), and what, if any, special consideraticn should be given
to underproducticn accrued to gas wells during the period of
suspension of said rules.

(6) That the evidence presented demonstrated that said
natural gas shortage emergency is over.

e et e et e
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(7) That the evidence presented demonstrated that suspension
of said Rule 15(A) ard Rule 15(B) should be terminated.

(8) That the evidence presented demonstrated that to protect
correlative rights, overproduced walls subject to the shut-in
provisions of said Rule 15(A) and Rule 15(B) due to overproduction
should be shut-in following termination of the suspension of said
rules, ‘

{5) That the evidence preésented demonstratsd that no spscial
consideration should be given to underproduction accrued to gas
waells during the period of suspension of satd Rule 15(A) and Rule

15(B}.

{(10) That the evidence presented did not demonstrate that any
significant additional voliumes of gas were made avaiiabie to the
Eastern United States due to the Commission's action in suspending
gsaid Rule 15{(A) and Rule 15{B).

(11) That the tarmination of said suspension of said Rules
15(A) and 15(B) will not cause wasta.

{12) That the suspension of said Rule 15(A) and Rule 15 (B)
should be terminated with no special provisions to apply to over~
production or underproduction accrued during the period of said
suapension.

IT IS THEREFORE ORDERED:

(1) That effective at 12:01 a.m. Mowntain Daylight Time,
May 1, 1977, the suspension of Rule 15(A) and Rule 15(B) of the
General Rules for the Prorated Gas Pools of Northwest New Mexico
and Southeast New Mexico, as promulgated by Commission Order No.
R-1670, as amended, is hereby terminated.

(2) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein-

above des ated.
STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION
PH R. LUCERO,/Chai n
1 EXoy _I%i
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BFFORE THE OIL ODNSERVATION OOMMISSION
OF THE STATT OF NFEW MEXICO

IN THE MATTER OF THE EMERGENCY

SUSPENSION OF THE SHUT IN PROVISIONS
OF ORDER NO. R-1670 AS IT REIATES TO
OVERPRODUCED GAS WELLS IN NEW MEXICQO.

FMERGENCY ORDER NO. E-30

NOW, on this 27th day of January. 1977, the New Mexico 0il
Conservation Commission, a quorum being presert, having considered
the necessity for increasing gas production, and being fully ad-
vised in the premises,

FINDS:

{1) That a larae part of the United States is experiencing
severe winter weather conditions, and the National Weather Service
foresees no immediate relief therefrom.

(2) That said severe winter weather conditions have caused an
unprecedented demand for natural gas for residential and commercial
heating, as well as for industrial use.

(3} ‘That the pipe lines carrying natural gas from New Mexico
and other southwestern states are experiencing great difficulty in
obtaining a sufficient supply of natural gas to meet the aforesaid
unprecedented demand for natural gas.

(4) That extensive curtailment of deliveries of nmatural gas,
particularly to industrial and non-essential commercial users, has
resulted, and there is still need for additional supplies of natural
qas, particularly for residential and essential commercial heating.

(5) That the General Rules for the Prorated Gas Pools of New
Mexico, as promlgated by Commission Order No. R-1670, as amended,
provide that any gas well vhich is overproduced an amount exceeding
six times its average monthly allowable for the preceding twelve
rmonths shall be shut in and remain shut in wntil it is overproduced
in an amunt six times or less its average monthly allowable; further
that any gas well which has an overproduced status at the end of a

Aiproration period shall make wp such overproduction during the next

succeeding period, or it shall he shut in imtil such overproduction
has been made up.

(6) That at tho present +ime, there are wvery few gas wells in
New Maxico which are shut in because of the aforesaid provisions of
Order No. R-1670, as amended.

S S I O DL
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EMERGENCY ORDER NO. E-30
-

(7) That should the severe winter weather conditions and the
accarpanying unprecedented high demand for natural gas continue,
increased withdrawals from gas wells in New Mexico may caus2 more
of said wells to hecome subject to the aforesaid shut-in provisions.

(8) That in order to permit those wells which are presently
shut in t0 produce during the current period of high demind, and in
order t0 permit other wells to produce in excess of their allowables
without danger of being shut in for becoming overproduced more than
six tires their average allowable, Rules 15(A) and 15(B) of the

Ganeral Rules for the Prorated Gas Pools of Morthwast New Mexico

and Southeast New Mesdoo, as pramilgated by Order No. R-1670, as
amended, should be suspended.

IT IS THEREFORI; ORDERED:

(1) That Rule 15(A) and Rule 15(B) of the General Rules foxr the
Prorated Gas Pools ofNorttthemedmarﬂSmrtheastNewMexioo,

-~ pr::vs"lrv-l-au! bl. Miea1m (m"‘ l\h k‘—-l‘l'_) F28] m‘l

s AmeT ; ars nereby
suspended,

{2) That this order shall becone effective at 12:01 a.m. Mountain
Standard Time, January 28, 1977, and shall remain in effect for not
more than 15 days.

DONE at Santa Fe, New Mexico, on the day and year hereinabove
designated.

STATE OF NEW MEXICO
o1, CONSERVATION COMMISSION

SEAL (/

£/




ot

s =

BEFORE THE OIXIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF TIHE HEARRING CALLED

BY THE OIL CONSERVATION COMMISSION OF

NEW MEXICO ON ITS OWN MOTION TO CONSIDER
THE SUSPENSION OF RULES 15(A) AND 15(B) OF
HE GENERAL RULES FOR THE PRORATED GAS POOLS
OF NORTHWEST AND SOUTHEAST NEW MEXICO.

CASE NO. 5872
Order No. R-5372

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on February

1, 1977, at Santa Fe, New Mexico, before Examiner Richard
. Stamets.

= e

NOW, on this 1llth day of February, 1977; the Commission,
g Juorum baing present, having considered the testimony, the
record, and the recommendations of the Examiner, ard being
fully advised in the premises,

FINDS:

(1) That due public notice having been given as required
by law, the Commission has jurisdiction of this cause and the
Bubject matter thereof.

{2) That on the 27th day of January, 1977, the Commission
ntered its Emergency Order No. E-30 which order suspended Rule
5(a) and Rule 15(B) of the General Rules for the Prorated Gas
Pools of Northwest New Mexico and Southeast New Mexico, as
romulgated by Commission Order No. R-1670, as amended.

(3) That said order was entered on the basis of eight
indings which read in their entirety as follows:

"{1) That a largs part of the United States is
experiencing severe winter weather conditions, and
the National Weather Service foresees no immediate
relief therefrom.

(2) That said severe winter weather conditions
have caused an unprecedented demand for natural gas
for residential and commercial heating, as well as
for industrial use.

e SR | RN A
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Case No. 5872

Order No. R=5373

(3) That the pipe lines carrying natural gas
from New Mexico and other southwestern states are
experiencing great difficulty in obtaining a sufficient
supply of natural gas to meet the aforesaid unprecedented
demand for natural gas,

{4) That extensive curtailment of deliveries of
natural gasg, particularly to industrial and non-

essential commercial users, has resulted, and there is still
need for additional supplies of natural gas, particularly

for vesidential and essential commercial heating.

{5) That the General Rules for the Prorated Gas
Pools of New Mexico, as promulgated by Commission Order
No. R=1670, as amended, provide that any gas well which
is overproduced an amount exceeding six times its
average monthly allowable for the preceding twelve
months shall be shut in and remain shut in until it
is overproduced in an amount six times or less its
averags monthly allowable: further that any gas well
which has an overproduced status at the end of a proration
period shall make up such overproduction during the
next succeeding period,; or it shall be shut in until
such overproduction has been made up.

{6) That at the present time, there are very
few gas wells in New Mexico which are shut in because
of the aforesaid provisions of Oxder No. R-1670, as
amended.,

(7) That should the severe winter weather
conditions and the accompanying unprecedented high
demand for natural gas continue, increased withdrawals
from gas wells in New Mexico may cause more of sald wells
to become subject to the aforesaid shut-in provisions,

(8) That in order to permit those wells which are
presently shut in to produce during the current period
of high demand, and in order to permit other wells to
produce in excess of their allowables without danger of
being shut in for becoming overproduced more than six
times their average allowable, Rules 15(A} and 15(B) of
the General Rules for the Prorated Gas Pools cf Northwest
New Mexico and Southeast New Maxico, as promulgated by
Order No. R~1670, as amended, should be suspended,”

(4) That said emergency order became effective at
12:0]1 a.m, Mountain Standard Time, January 28, 1977, and
expires at 12301 a.m., Mountain Standard Time, February 12, 1977,
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Case No, 5872
Ordex No. R=5373

(5) That the evidence presented at this hearing supports
each of the eight findings in Emergency Order No. E=30.

. (6) That each of tiie eight £indings in said emergency
order should be incorporated in this order,

(7) That the suspension of Rules 15{A) and 15(B) of
the Ganeral Rules for the Prorated Gas Pools of Northwest
and Southeast Wew Mexico should be continued until further
order of the Commission,

(8) That the evidence presented at this hearing was
not sufficient to quantify the effect of the Commissionts
actions in suspending said Rules 15(A) and 15(B).

(9) That the evidence presented was not sufficient to
demonstrate whather or not correlative rights might be vic-
lated by said suspension of Rules 15(A) and 15(B).

{ii) That the evidence presented was not sufficient to
welgh the effect of the suspension of said rules against
other factors which may restrict any pipeline's ability to
connect new wells or otherwise deliver gas to the area of
the emergency.

(11) That the evidence presented was not sufficient to
determine the number of wells which might be shut in due to
overproduction following the end of suspension of said
Rules 15(A) and 15(B) nor the extent and effect of such shut-in.

(12) That a hearing should be held during April, 1977, to
consider both the continued suspension of said Rule 15(A) and
15(B) and those unresolved gquestions set out in Findings Nos.
(8) through (l11) above.,

IT IS THEREFORE ORDERED:

{l) That effective at 12:01 a.m. Mountain Standard Time,
February 12, 1977, Rules 15(A) and Rule 15(B) of the General
Rules for the Prorated Gas Yocols of Northwest New Mexico
and Southeast New Mexico, as promulgated by Cormission Order
No. R~1670, as amended, are hereby suspended pending further
order of the Commission.

(2) That a hearing shall be scheduled before the Commission
or one of its examiners during the month of April, 1977, to
consider the issues set out in Findings Nos. (8) through (12)
of this order and other related matters as the Commission may
deenm appropriate.




(TR

-d-
Case No, 5872

7 Order No., R=5373

(3) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem
necessary,

DONE at Santa Fe, New Mexico
hereinabove designated,

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

PHIL R. LUCERO, Chairman

B S e A s e ST B e
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NEW MEXICO QIL COHSERVATION COMMISSION

Santa Fe, New Mexico
13 June 1977

COMMISSION HEARING
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IN THE MATTER OF1:

Case 5872 being reopened pursuant to the pro=-
visions of Order No., R=5373 which order sus-
pended Rules 15(A) and 15(3) of the General
Rules for Prorated Gas Fools as promulgated
by Order No. R=1670, as amended, to permit
overproduced wells to continue to produce

gas during the severe winter weather conditions

without danger of being shut in for overpro-

duction, All interested parties may appear and

show cause why said suspension should not be re-

secinded,

Also to he considered will be the mat-

ter of final disposltion of overproduction ac-
crued during the periocd of suspension of Rules
15(A) and 15(B), and what, if any, special con-

sideration should be given to underproduction

accrued to gas wells during the period of sus~
pension of said rules,

Uporn application of El Paso Natural Gas Company,
this case will be heard De Novo pursuant to the
provisions of Rule 1220,

- EE AP EE i SO G5 GBS 45 Be -

BEFORE:

PR St

Commissioner Joe Ranmey
Comissioner Emexry Arnold
Commissioner Phil Lucero

TRANSCRIPT OF HEARING
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? - 1 APPEARANCELS
PR 2 For New Mexico 0il Lynn Teachendorf, Lsq.
: Consexvation Commission: Legal Counsel for the Commission
- 3 , State Land Offics Building I
: i Santa Fe, New Mexico
! 4
5 For E]l Paso Natural Qwen Lopezx, Esaq.
Gas Company: MONTGOMERY, ANDREWS & HANNAHS
- 8 ~ S Attornava at Law. H
P. O, Box 2307
7 santa Fe, New Mexico 87501
' 8 and
- 3 8 Rand C. Schmidt, Esqg.
g % i1l Paso Nstural Gas Company
g 10 P. O. Box 1492
- ‘Egi El Paso, Texas 79978
h_ggﬂ 1 “
g8
- §a% 12l ror Northern Natural Tom RKellahin, Esq.
&dg Gas Companyt KELLAHIN & FOX
‘§§§ 13 : Attorneys at Law
- _g‘{gé 500 bon Gaspar St,
E 1% 14 Santa Fe, New Mexico 87501
B 3%
=
- T 3 15 and
« ® <
- g 16 Joseph F, Furay, Esq.
= Northern Natural Gas Company
3 7 2223 Dodge Street
Omaha, Nebraska 68102
- 18
Lo
S 1?2 | Por Gas Company of Byron Caton, Esq.
e New Mexicot TANSEY, ROSEBROUGH, ROBERTS &
g 2 GERDING ‘
511 West Arrington St,
- 2 FParmington, New Mexico 87401
- 2| and
b Graham E. Evans, .Esqg.
' BOTTS & COLE
! 24 520 Sandia Savings Bldg.
- 2 Albuquerque, New Mexico 67102
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CHAIRMAN RAMEYs: The hearing will comc to order.

M8. TESCHENDORF1 Casag 5872, In the matter of

[N

3] Case 5872 beiny reopened pursuant to the provisions of Order Np.

- 4 R=5373 which order suspended Rules 15(A) and 15(B) of the

5| General Rules for Prorated Gas Pools as promulgated by Orxder |
—- 6|| No. R-1670, as amended, to permit overproduced wells to con-

7 | tinue to produce gas during the zevere winter weather condi-

8| tions without danger of being shut in for overproduction.

g 8|l All interested parties may appear and show cause why said
2
-§ g 10 [ suspension should not be rescinded. Also to be considered
§§Es t1 | will be the matter of final disposition of ovefproducticn %
§§‘§§ 12 | accrued during the period of suspension of Rules 15(A) and
$82
.:gg% 13 15(B), and what, if any, special consideration should be
ngé ‘ 14 || given toc underproduction accrued to gas wells during the
g § 15 | period of suspension of said rules,
:é 15 Upon application of El Paso Natural Gas Company,

17| this case will be heard De Novo purusant to the provisions
18 of Rule 1220,

19 CHAIRMAN RAMEY: I°'ll ask for appsarances at this
21 time, please,

21 MR, LOPEZ: Mr, Chairman, my name is Owen Lopez
2 |l with Montgomery law firm, and associated with me is Rand H

renaral Counsel of El Paso Natural "

h

23 | schmidt, of tihe offics

Q

0

13

24 | gas Company, appearing on behalf of the applicant. I

% CHAIRMAN RAMEY: How many witnesses do you have? ‘i
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MR, LOPEZ: fThree, ’

CHAIRMAN RAMEY3 ‘Three witnesaes.,

MR, KELLAHIN: 7Tom Kellahin of Kellahin & Fox,
Santa Fe, New Mexico, appearing with Joseph F. Furay, House
Counsel for Northern Natural Gas Company, We have one wit-
ness.

MR, CATON: Byron Caton, Tansey, Resebrough, ]
Roberts & Gerding, appearing for Gas Company of New Mexico
with Mr, Graham Evans, counsel; both of us are New Mexico
counsel, We have one witness,

MS. TESCHENDORF: Lynn Teschendorf appearing for

the Commission., I have one witness,

~ CHAIRMAN RAMEY: Any other appearances? I wilil

ask that all the witnesses stand and be sworn at this time,
please.
(THEREUPON, the witnesses were duly sworn.)
CHAIRMAN RAMEY: Do you want to start, Ms. Teschen-v
dorf?

DANIEL S, NUTTER

called as a witness, having been first duly sworn, examined, "

and testified as follows:

DIRECT EXAMINATION h

BY MS., TESCHENDORF: I

e Sk




L

}
S ——

10

-
-k

12

13

Phone (505) 982-92..2

14

General Court Reporting llevvice
825 Calle Mejia, No. 122, Santa Fe, Mow Mexico 87501

15

R B
shlnmnﬁhhlopmﬂhutnuvkm

16
; 17
18

19

21

y

23

24

Page 7

=4

Will you state your name for the record, please?

A Daniel &, Nutter,
o By whom are you eunployed and in what capacity?
A I'm employed by the New Mexico 0il Conservation

Cormission as Chief Engineer,

Q Have you previously testified before the Conmission

and are your credentials a matter of record?
A Yes, thay are,

MS. TESCHENDORFt Is the witness qualified?

CHAIRMAN RAMEY: Yes,

Q (Ms. Teschendorf continuing.,) Are you familiar
with Case Number 5872?

A . Yes, I am,

Q What is the history of the case and what is the
Commission proposing today?

A I'11 briefly go into the history of the case.

The Commission received a telegram which was ad-
dressed to the Governor of the State Of New Mexico, by Cecil
Andrus, Secretary of the Interior., I won't read the telg-
gran, but it was reguesting the governors of the gas-producin
states to see what they could do to permit the national
production of gas during the severe winter weather conditions
that existed in this country in January and February of 1977,

A telegram was aiso seént to leoseses and oparators

cf Federal lesses in the naticn.

PE N
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As a result of that telegram the Commission entered
Emergency Order Number E=-30 on January 27th, 1977, and ef-
fective at 12:01 Mountain Standard Time, January 28th, 1977.
Rules 15(A) and 15(B) of the General Rules for the Prorated
Gas Pools of northwest New Mexicoe and southeast New Mexico
were suspended., These rules relate to the shutting in of
over-produced gas wells for six times overproduction, and as
I mentioned, they were suspended,

Subsequent to the issuance of the emergency orxder,
which by law could only exisat fpr fi:teen days, Case Number
5872 was called and was heard by the Commission's Examinér
on February 11, 1977. After that hearing Order Number R;
5373 was entered and signed on February the 1lth, and extended
the emergency order until further order of the Commission and
ordered that a hearing would be held during April of 1977
to consider both the continued suspension of Rule 15(A) and
Rule 15(B), and such other matters as may be deemed appro-
priate by the Commission.

Thereupon, Case Number 5872 was re-opened on
April the 20th, 1977, and Order Number R=5373-A was entered
April 26th, 1977, 2Among the findings in that order wasfthg
finding that the evidence presented demonstrated that said
natural gas shortage emergency is over and it ordered that

affactive at 12:01 Mountain Daylight Tiwe, May 1, 1977, the

- -ttt

suspension of Rule 15(A) and Rle 15(B) of the Prorated Gas
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Pool Rules ise rerminated.

1
suance of that oxderx

subsequent to the is , an appli-

2
3« cation was filed for a hearing de novo in this case and
A that's where we are todays
5 Now, at the hearing on April 20th Exhibit Three
g || wae jntrodu ed. This is8 2 repxint from the pederal Register
dent, and the

oclamation, numbexr 4495, py the presi

of a pr
n of Natural Gas

mation is Terminatio

title of the procla

Emergency.
number One in

10 I'm offering that voday am Exhibit

ico 87501

11 || this case.
al gas

eslident finds that the gevere natur

Fe, New

12 : The PX
are no jonger i

13 || shortages no longer exist and
e -=- or the gas

rting service
Service
Mexi

sid morrish repo
General Court Repo

rting
982-9212

mminent and that

1977, the gas shortad
dexrs

No. 122, Santa
Phone (505)

14 effactive april 1,
and all the various or

4 to be ended,

4
% 15 || emergency ig declarxe
3 16 || and things that went with that were terminated.
17 i'm offering that'proclamation as Exhibit One in
18 || this case today; as I mentionede.
19 Exhibit Xunber Two is a rundown of the status of
20 || the gas pools in ﬁorthwest and éoutheast New MexicoO. Now ,
21“ there are three GFOURE of colunns onjthis exhibit.
22\ The £irst qroup ghiows sheo status at 12-31 of these
_3“ gas pools, and the aumber of wells in those pools that are
" || six times overproduceds and the overproducticn py the 8ix }
duced well8e That was the data that we had “

B\ cvines overpro
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available to us at the hearing that was held for the original
continuation of the emergency order, This hearing was on
February 11th, x believe. VYes,

The next group of columns is the pool status at
February 28th. This is the data that we had availsble to
us when the extension of the order was == when the case was
called in april 20, 1977, to be considered whether it should

be terminated or eXtended further,

Tha final group of columas is the pool status as

of April 30, 1977, which 1z the data wWe have to date,

S0 we've had three hearings on this and the ‘

hearing data is summarized on this one exhibit, Now, we'll
8ee that at the first hearing in Februarxy there were a total

4
of three wells in southeast New Mexico and five wells in

northwest New Merxico that were six times overproduced, and

therefore subject to being suspended under the terms of those ‘
energency orders,
At the hearing in April we had a total of seven

wells in the southaast and eicht wells in the northwest that

the order,

At the present time we have status as of aApril 2,
and there are eleven wells in southeast New Mexico and ten

wells in northwest New Mexico that are six times overproduced,

Now, there are some interesting things on this

i
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chart; the way the statuses of the pools have changed,

Now, we'll see that, for example, the Atoka=-Penn-
sylvanian Pool at the‘first of the year, the pool status was
115,000 overproduced; then it was 93,000 underproduced, and
it's still 58,000 underproduced.

The Blinebry Pool has gone from 253,000 overpro-
duced to 8,000 underproduced, and now it?’s 512,000 overpro-
duced.

Buffalo Valley is a minor pool, I won't go into
that.

Burton Flata - Morrow has gone from 969,000 over-
produced to 178,000 overproduced, back up to 745,000 ovar-
produced by the status.

Now, the reason that these pools have changed
their status like this is that we have two reclassifications
in hexe. One wasvat December 318ty another one wus at March
the 31st, and when the pool is carrying a bunch of under-
production assigned to wells that will be reclassified as
marginal, and the wells have not been reclassified yet, the
underproduction that those wells carry is applied to the pool
status and tends to give the pool an underproduced picture,
but we've recently had our last reclassification and the
underproduction that the welis that were reclassified have
has been taken out of the picture, so some oi the weilis, sSxS

of the pools have shown an increase in overproductioi.




il

ka

———
cyow i
R

sid morrish reporting service

General Court Repor ting Service

825 Calle M¢jia, No. 122, San

ry

ta Fe, New Mexico 87501

Phone (505) 982-9212

10

1"

-k
”n

13
14
16
16

17

18

19

20

21

23

24

25

Page 12

How, an interesting example of this is in this

Burton Flats -« HMorrow. We had one well that was six times

overproduced at the hearing in Januvary «- in February, and
we had one in April, Well, now, that well that was six times
overproduced on the first of thosc sets os == flirat two of
those seis of columns, is no longer six times overproduced,
but it has been replaced by another well which is six times
overproduced, and has a total overproduction -~ the far right
filgure for Burton Flats - Morrow -- of 882,000, And what's
happened to that well, tnat well was a marginal well through

all of these previous classifications, that well had been

W

t the

{

Giassificd as marginal for over a year, and finally,
end of the proration period on March the 31lst, it was xe-
classified upward to a non~-marginal status, and all of the
overproduction that it had accumulated during the year it
was classified as marginal, was charged to its allowable,
and it suddenly goes from marginal to non-marginal, it's
six times overproduced and shut in, and carries almbst a
billion cubic feet of overproduction yet, although it's a
brand new marginal well.

Now, that's affected the pool status there quite
a bit.

CHAIRMAN RAMEY: May I interrupt just a minute?
What caused 1t to go to a marginal well?

A well, the fact that it could make its allowable,
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Now, this is a strange well, The well is a split
connection three ways. We had a reclassification. Now, you
understand the gas proration rules allow a well to go down
from non-marginal to marginal four times a year, every three
months the Gas Proration Department looks at the wellg: the
computer analyzes the production; if its best month is not
equal to its average allowable for the last three months,
the well goes down from non-marginal to marginal. However,

it can only come back up from marginal to non-marginal once

a year.

fa. vwvhat+ hanna
H anns

ol = voanvy A~ Tmabk Ma
- . r - J AT —\Jv e YA » Sul

computer looked at this well. It had not guite made its
average allowable during the year; it had not made its averag
allowable,

tiow, the reason why it had not wade its average
allowable was one month, one of the pipelines that is con-
nected to the well was not producing from that well, and that
pipeline takes a very substantial amount of the gas that the

well normally produces. So, apparently, the production from

going to the other two pipelines, and it had one low month o

the well was baeing saved for that one pipeline, was not
4

production. As a result of having one low month of producti
and the rest of the year riding right along at its allowabls,

it ended the year not making its allowable and did not get

L)
i
reclassified as a non-marginal well a year ago last March Slst"

S .
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F s o i 1 Well, now, for the last twelve months it 4did have
2 all three pipelines connacted to it, 80 when the computer
- 3 looked at the well's production and its allowable this past

4 March 31st, it sald, well, this well has made its allowable

STy & throughout the year, therefore it should go from a non-

6 marginal -=- I say made its allowable, made top allowable for

3 : 7 the pool is what I should say, and the well had made the top

sllowable for the pool, so the computer said, welli, it's

made it, so it goes to non-narginal status. But all this

10l production that it had in the interim, during the past twelve
11l oaneh

. must be charged as though it were a non-marginal well

12|l a1l along. So they did, and the result is that the well has

13| 882,000 mef overproduction charged to jt, It's six times
14 overproduced and shut in, and just came off of a marginal

15 gtatus,

16 The well that's in the Burton Flats - Strawn Pool,

17 we sse we've got our first six times ovar well, on Exhibit

18 Number Two, here, as of April the 30th. That well has
19 518,942 mcf charged against it. It's six times over. It

causes the pool status to be 471,262 mncf overproduced.

21 The same thing is pretty much true of a lot of

these other pools. The next one I wanted to mention specifi-

23| cally, however, is Indian pasin - Upper Pennsylvanian Fool.

g 24 We see that Indian Basin - Upper Penn Pool at ﬂ

< December 3ist had 04 000 mef underproduction. It hac 29 wclﬂr

- : . |
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1 that ware overproduced and these had a total of 5,719,000 mcf

E s f 2 || charged to tiiem. I%£ did not any wells that were six times

g ) - 3 || overproduced. At the hearing in April we had the status ¢s

E 4h of 2~28, We find that Indian Basin = Upper Penn is 728,000

E' 7 5 | underproduced; thoe pool as a whole is underproduced, although
E . - gll it has 29 walls that are overproduwced, with & total over-

7 | production cheargeable to those 29 wells of 6,804,000,

8 Now, I made the statement at the hearing in April
9| that there were a half a dozen or so wells in {his pool that ||
10 || should be reclassified maryinal, that were carrying a vast

11 || amount, X think it was soicething like seven billion cubic |

121l fant of gas allowabls, these underproducad wells, that should

12} be clasasified as marginal, and that as soon as we had re-

Phone (505) 982-9212

14 || classification and put that gas back into the pot, that it

General Cours Reporting Service ’
825 Calle Mejia, No. 122, Santa Fo, New Mexico 87501

T
ddlnonﬁdlnqnnﬁnglukam

16 | would help these overproduced wells rectify their status,
16| I made that statement in the April hearing,
17 Well, when I made this analysis this time, I £ind

- 18 | that the pool has gone fxrom a 728,000 underproduced status

19| to a 7,500,000 overproduced status, with 29 wells that are

f% 20 || overproduced, carrying 7.7 billion cubic feet of overpro-
s o
- 21 §i ducticn,
. - 2 | Now, I want to the records to find out what had
.E 23 | happened; why my overproduced wells had not been alleviated
24 in their condition by the reclassification of all those
= % | marginal wells. I found that if they took the allowable that
|
-

i
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| . 1 had been assigned to those non=-marginal -~ those marginal
2 wells, the newly classified marginal wells, this seven
3|l billion, and put it into the pool allowable by the basis of
4 pool balancing, that it would have caused the allowables for
5 d the Indian Basin Pool to go to gomething like 450,000 mcf
6| per weil for the wonth of =—- that month, May. I guess it was,
7 So rather than assign so much ol this allowable to these
8 wells through pool Lalancing, an@ it would cause every well
3 oll in the pool to be unable to make its allowable, and end up
2
-E g 10 in causing all the wells in the pool to get reclassified as
;gig 1i marginal later, ©°C rathar than throw in that huge chunk of
a§§§ 12 reclassification cancellation into the pool allowable by
Egg% 13 [‘ pool balancing, it was withheld and a poction of it was put
'E E?ﬁ,—% 14 in. More of it will be doled into the pool allowable during
§°§ 15 the next several months to get the pool intoc a good status
é 16 || prepared for the winter heating season again. But it was
17 impossible to put that in at this present time, So that's
18 the story on Indian Basin - Upper Penn.
19 The rest of the wells, the pools there, the story
20 is pretty much the same.
2 Now, in the northwest we've gone =~ in the three
22| groups of figures here, we see wa've gone from five to eight “ .
23‘ tc ten walls that have a six times overproduced status; how=
! 24 ever, the pools as a whole are in pretty good shape up there.
- v % I n# the four pools that are prorated, at December
I I
-
R TR e
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31st of 1976, thay Woke all in an undarproduced status. on
February 28th, tie Rlanco - Mesaverde was 196,000 mci over=
produceds the other three poola wezre all underproduced, a
rotal of 1,625,000 ncf of underproduction. Now, we have ==
all of the pools are {n an underproduced gtatus, with a total
of 4,385,662 underproduction as the status.

I don't think that there is any real problem with
any of the pools in the northwest. There axe 8O many pools
up thexe that ten wells with six times over status doesn't
affect anything, really.

Now, 1'd like to make a comparison with some

figures that { have on the amount of non-marginal wells.

At the hearing in February, going to the south-

east pools, there were 3.64 non-marginal units in the Atoka -

penn, and 22,25 marginal units, As of April 30th, there

are 3 non-marginal and 22.89 marginals essentially the sams.
The Blinebry Pool as of December 31st, the figures
we offered at the February hearing, had 20,5 non-narginal

wnits; today it has 22.5. It had 84.73 parginal unitsj it

pow has 82,98,

puffalo Valley had 1 and 18; it has now 1 and 18.

1t now has 8.94 non=margina

Burton Flat - MOrrow nad 6.97 non-marginal as
opposed to 16,52 marginal units.

and 39.52 marginal uniisj ista qained inkboth categories.

gurton Flat - Strawn had 1 non-marginal and 7 mar-=

R e |
/A |
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Page 18
ginal, It now has 2 and 6.

South Carlsbad - Morrow had 11 non-marginal and
58.49 wmarginal, It has 9 and 61.49 now.

catclaw Draw - Morrow had 3.98 and 12,35, Ore
well is reclassified. It now has 3 and 13.

Crosby - Devonian was 1 and 2. It's now 1 and 1)
we've lost a well there,

Eumont Pool had 91 non-marginal, 372 marginais;
it now has 92 non-marginals and 367 marginals.

Indian Basin - Upper Penn had 40.42 non-marginals
and 14 marginals, It novw has 11 non-marginals and 23 mar-
ginals. So that pool has had the biggest change in wall
status. We have less non-marginal wells than we did have.

Jalmat Pool has gone from 31 non-marginal and 333

marginal to 3€ non-marginal and 3.9 marginal.

Justis nas gone from 2 and 23 to 5 and 18,

Monument - McKee has gone from 3 and 4.5 and is
still 3 and 4.5,

Tubb Gas Pool has gone from 17 non-marginal and
108 marginal to a total of 16 and 109.

And with respect to the northwest, there's only
four pools there, 80 this will only take a minute.

Rlanco - Mesaverde has gone from 273 non-marginal

and 1,807 marginal to 351 non-marginal and 1,738 warginal.

S0 weé've had = number of wells reclassified upward in that
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Page 19
pool,

South Blanco - P, C, has gone from 220 non-marginal
and 1,210 marginal to 252 non-marginal and 1,198 marginal,
So we've had a switch in the non-marginal direction in that
pool, also.

49 non-marginal wells and 220 in Pablocito then
conpared to 66 non-marginal and 216 marginal at the present
time,

So, in the northwest on the basis of reclassifi-
cation, there have been more wells =-- more wells have in-
creased thelxr status as far as non-marginal is councsrnead,
than have lost it. I put those figures out just for what
they're worth, They sound as boring as election returns, by
precinct,

Just what kind of wells are ti.ese? How did these
wells get to be six times overproduced? What's the cause of
it? That's what I prepared Exhibit Number Three for,

Exhibit Number Three is an exhibit containing
several pages, It does not cover the northwest wells, because
as I mentioned before, I think there is no grcat problem in
the northwest. It's devoted to the southeast New Mexico gas
wells that are six times overproduced. It covers all eleven
of them, with the exception of thoss twe wells in the Burton
Flats - Morrow and the Burton Flats ~ Strawn that are over-

produced because they were -~ that ars six times overnroduced

Lk o e ®
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because they were reclassified from a marginal to a non-

marginal days that they were suddenly six times over, They
are not included in this exhibit, but all the others are.
Okay. The first pool on Exhibit Number Three is
Catclaw Draw. There's one well in that pool that is six
times overproduced, 1It's the Hanagan Catclaw Draw Unit
Number 9. It has 640 acres dedicated ¢o it., Llano Pipaline

buys the gas,

You'll see frow the third column to the ri,ht, the

well has been overproduced since January, 1976, It consis-

tently produced more than its aliowable during the first three
quarters of 1976; one reasoa why, because allowables got very
low there. You'll see that the allowables went from 125,000

for the month ¢f January down to a low there of 39,595 for the“
month of July of *'76., The well was producing at about the
same rate, sc¢ when the allowables went down, the overproductiop

accunulated. They finally shut the well inj; in September of

1976 it made only 1,214 mcf; didn't make a thing during the

next three menths; it was shut in at that time. The shut=-in
order went cut to it in September, and the well hasn't pro-
duced except a minimal amount of gas since that time, The
reason it shows production during January, February, March,

and April, operator came in, qot an exception to the shute-in

provision because he was afraid the well was ~- accumulated
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quite a bit of water in the wellbore, the shut-in pressure
was going down., He asked that the well be permitted to pro-
duce some gas while it was making up its overproduction.
This well's overpruduction ic no result of the emergency
situation, the sévere winter weather in the east, and has
no bearing on this case today.

Our next pool there is the Tubb Gas Pool, There
are two wells six times coverproduced in that pool,

The first well is the 3hell Argo Number 5, Ii. has

160 acres dedicated to ity El Paso Natural Gas Company is

the purchaser, and if you'll look at the status of the well,
you'll see that for the first two months of 76 the welli was
underproduced. In March of 1976 the well had an allowable

of 30,000 mcf; the Gas Company bought 66,000 mcf from the
well; it suddenly became 29,633 ncf overproduced. They
double~purchased the allowable the following month; double-
purchased the allowable the following monthj; finally curtailed
production in the mbnﬁh cf June, and thé well thea had only
e3

014 mof ovarproduction, During July, August, September,

= A5 L4

Octuber, the allowables were pretty low in the pool ard it
was during that pariod that -- well, July, they overproduced

the well five times its allowable =-- but during August and

September, when the allowables were very low, they shut the 1

well in but that 3iants hclp the overnroduced status to shut “

a v e - S

the well in during such a low allowable period. As a result,
f
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! ‘ 1 the well has accumulated a s8ix times overproduced status and
P _ 2l at the end of April -~ the allowable in April was 36,000, but
- 3| the well had 153,500 mcf overproduction charged to it, sub-

ject to shut in,

The next well in the Tubb Gas Pool is the Wiser-

L

IR [ e T
; -
i
E 3

Rhinehart (sic) B Number 1. This well has only 40 acres

-
—
o

L . 7 i dedicated to it in a l60-acre pool; Northern Natural Gas
3

8 | Company is the purchaser. We'll see that this well had an

- . g 2 | underproduced status for one month during the last year and
&
E ..% 10}l a half; that was in January, 1976. In February, 1976, the
;égg 1§ well had an 8,368 mcf allowable; they overproduced it almost
o R
- gggg 12} three times; a total of 20,134 mcf. It got 6,974 mcf over-
= §g§' 13 produced,.and it has remained overproduced ever since then.
.g Eéé 14 The next is the Jalmat Gas Pool, We have two
:?', g 5 wells in that pool that are six times overproduced.
g 16 | The first is the Apco State Number 1. This well
17 has only 40 acres dedicated to it. Jalmat Gas Pool has a
o 8| maximum dedication of 640 acres. The exception is the rule
: 19 in this pool; there are very few standard proration units; !
: _ 20 however, a 40-acre well is a rarity, also. But this well

P 21 has only 40 acres dedicated to it; El Paso is tRe purchaser
- 2 here. The well has been overproduced each month that we have
” this exhibit tallied. From January, 1976, through April of

- 1977, it has had an overproduced status, It had three montns

in which the production was zero and one month where they

¥
-
P —
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only produced 515 mcf; however, if wo jook at MNovember and

was 6,492 and the production was 10,290, so it almost doubled
its allowable in production in November Lefore the gas short~
age -- before the gas emergency, I gshould say. In December
the allowable was 5,621, The production was 10,445, and

e veenduction by now had increased to 14,5364. The main

UV G Ay s varase w—ne == -

reason this well is six times overproduced, it's only got

30,229 mcf charged to it on overproduction, the main reason

0

=4 e
= .

[H

it
jow because it only has 40 acres.

The next well on that page is the El Paso Moberly
(sig) ¢ 83. This is an g0-acre well in this 640-acre pools %

El Paso is the purchaser. That well has been overproduced

each of the months on the exhibit. We can look there and see
some months when it produced two, three, four, five times
its allowable. It now has 177,429 mcf charged to it, althoug
its allowable for April was only 9,374. The problem with thi
well, again, is the lack of acreage, mostly.

Next page is the Eumont Gas Pool. There are four
wells in this pool that are six times overproduced.

The first well is the Continental Britt% (sic) B~8
Number i, Tnis is ancther little 40-acre well, and for the
entire period of time ghown on the exhibit the well has been

You can see; starting off in i

in an overproduced status,

overproduced is because its allowable is 30 i
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1)} January of 1976, the allowable was 6,150; the well produced

t h 2|l 30,000, If it didn't seversely overproduce its allowable,

i - 3 or it undexproduced its allowable until July of 1976, at:
— e ; 4] that tine the status had been getting in a pretty good shape

t »t 6| of repair. At the end of June the status was only 8,174

: - 8| overproduced but it only had an allowable of 2,876 during

7 July and they produced 18,307 out of it, so suddenly its

4 B 81 status has gone from 8,174 overproduciicin toc 23,505 over=~

21 production, way overproduced, so they shut the well in for

1°h three months, They opened 1t up in November of 1976 and the

“" allowable wag 10,000 and they produced 26,000, The next
12 | ponth the allowable was 10,000; they produced 38,000, and

13} that's been going on ever since. The last month we had : |

Phone (505) 982-9212

1411 production on them after the President ended the gas emer-
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825 Calle Mejia, No. 122, Santa Fe, New idexico 87501

5l gency, the allowable was 7,092 in April; 46,627 production
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16} in April. The President ended the gas emergency April the

17 || 1st; now, the Commigsion'’s order suspending tha rule did not

-1 18 | end until May lst.
19 The next well on the exhibit is Continental State
- : 20} c 16 Numper 1, This is another 40~-acre well in the Eumont;
~ 21 || g1 Paso is the purchaser here. The well had an overproduced
) - : 22 (| gtatus at January, 1976, and continued that overproduced statuq
o until the fall of 1976, The well was shut in or completely
24 || suut in for four months during the summer and eaily fall and

ot
% % only produced 985 in May: however, in October or November it
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"in balance and was slightly underproduced. But in November,
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gotten back

c

had gone to an underproduced status; the well ha

it, like the well we just finished mentioning, had a 10,092 mﬁr
allowable and they produced 20,975 mcf from tﬁe‘well. The
well has consistently produced its allowable dince then and
it is now 72,528 mecf overproduced, which is more than six
times its average aliowaolsc.

The next well on the exhibit is the John Hendricks
woodstead A Number 2, This is an 80-acre well in this pool.
The purchaser is El Pasoc. Tie woell was overproduced from
January, 1976, turough the summer and fall months of 1976
when, after th me monthe of complete shut in, August, Sep~-
tember, and Octcber, the well got back in balance, and in
November had 420 mcf underproduced status; however, they
turned the well on in December, the well had an allowable
in December of 21,362 mcf, and produced 67,279 mcf of gas.

So going from an underproduced status of 420 in November, it

suddenly had an ovarproduced status of 45,000 overproduced

in December. The well has overproduced its allowable since
then, although April it was not overproduced very much, but
it now has a total status of 124,000 mcf overproduction, whichﬂ
is more than six times its allowable and subject to shut in.
The next well on the exhibit {or ths Dumont Cas
Pool is the Shell State C Number 1, It's an 80~acre well

in the Eumont Gas Pool. As I mentioned before, Eumont <an
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have 640 acres, The normal gas unit seems to be closar to

160, although there's everything frem 40 to 640, but 80 acres

is smaller than average. This well has been overproduced “
ever since January of 1976. The well was shut in during the
summer of 1976 and got down to a low status there of 1,189,
Then July came along, they hit the well very hard in the
month of July. It had an allowable of 5,753 and produced =--
that's five thousand seven hundred and fifty-three -- and
produced 64,000, so it went from 1,189 overprodﬁctieg £
59,000 overproduction in one month, and as a result, at the
end of April of 1976, the well has a total overproduction of
161,470 overproduction, and its allowable for the month of
April was only 14,183, furing April it did produce 36,474,
It appears that some of these wells were on the

~
way toward getting well but then one or two months they were

hit very hard, and for some reason it was often in the month

of July, 1976. I don't know what the reason for it was,
Apparently, the company needed -=- El1 Paso was the purchaser.
of those wells -~ apparently thev needed a supply of gas
during July and had to hit these wells very hard, because they
sure did hurt the status. They were getting in good shape

and suddenly they were not in good shape any more.

But that summarizes the nine wells in the gas pools

in southeast New Maxico that are six times overproduced. It M

appears that most of thcm, with a few axceptiong == now, I

D

e e O
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there's that Hanagan well, that thing was overproduced all
the time, It appears that mostly they're chronically over- )
produced wells, This i8 a normal situation for these wells
to live in an overproduced status, apparently. I don't think
the overproduction is the fesult of this emergency thing at. ”
all. I think thelr overproduced status is in part due to
having small amounts of acreage assigned to them and part to
just being used as swing wells even during the shut in
periods of tims.

Q Po you have any recommendations to make at this

time?
A Yes, I would recommend that the order that the
Cormmission entered after the April hearing, being Order Numbe

R-=5373-A, be continued in full force and effect,

Q Do you have anything further?
A No, I haven't.
Q Were exhibits One through Three prepared by you ;

or under your supervision?
A Yes.
MS, TESCHENDORF: I offer Exhibits One through
Three in evidence.
CHAIRMAN RAMEY: They will be accepted. Arxe thc?e

any questions of the witness?

ﬁR. ST‘U‘ETS 3 F"Lr . R&x’!’xey P
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CROSS EXAMINATION

BY MR. STAMETS:

Q I just wanted to ask, MNr. Nutter, in your opinion
if this ~-- well, could correlative rights be violated if this
overproduction that accumulated between 12-31 of '76 and the

first of May of this year, could correlative rights be vio-

A No, correlative rights can be protected by making
these wells make it up, That's the whole purpose of gas
prorationing, The idea isz that., in the fizst placa, is that
the pool rules allow an overproduced well to accumulate six
times its allowable before it's subject to shut in. This is
a viclation of correlative rights on a current basis, anyway,
to allow the well to accumulate six times over its allowable
before being subject to shut in; but the theory behind it is
that you allow that flexibility to the purchaser to accumu-
late that much overproduction, but when he does shut the well
in, he will make up that amount of overproduction down to
just less than six times over; it doesn't say it has to be
brought back in balance completely. It just has to be
brought back to less than six times over., So this gives a
big well, one of these chronic overproducers, as I call thenm,
a running start with six times its allowable all the time,
and the reason for shutting wells in is to bring this viocla~

tion of correlative rights back to this tolsrated mazimum

PR, R
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e "
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of 5.99, you might say, running start,

So, I think that any time a wall is allowed to go

over six times overproduction and not have to make it up, it
just brings that much more disparity between that well's
production and offsetting wells, and this would result in a
violation of correlative rights, There's a built-in viola-
tion alregdy{mbutAtheq:agigally, it's necessary to allow thisa

flexibility for gas purchasers because the gas can't be

Btored as easlly as oil can, and the mechanism is built in
to that, that does allow some impairment of correlative rights
on the theory that it will be made up eventually, but if it's
not, if there's a vast amount of overpreduction that isn't
made up, it certainly is a violation of correlative rights,

MR, STAMETS: That's the only question I had,

CHAIRMAN RAMEY: Mr, Nutter, what was the date of

our emergency order?

MR. NUTTER: The emergency order was entered on

January 27th and was effective at 12:01 a. m. January 28th,
CHAIRMAN RAMEY : So, in essence, we just had the
month of February and March that were under this emergency?
MR. NUTTER: Under the President's emergency.
CHAIRMAN RAMEY: Right.
MR, NUTTER: That's correct,

CHAIRMAN RAMEY: And we also authorized April?

MR. NUTTER: That's anrrect, ﬁ
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CHUAIRMAN RAMEY: Under our order,

MR. NUTTER: Right,

CHAIRMAN RANEY: Any other questionsg of the wit-

ness? You may be excused,

Do you have anything further, ug, Teschandorf?

MS, TESCHENDORF 3 No,

CHAIRMAN RAMEY: Mr. Lopez?

MR. LOPEZ: 1If the Commiesion please, Mr, Schmidt

would like to make a brief opening statement and then call

Cur witnesses,

MR, SCHMIDT; g1 Paso has requested this de novo
hearing for the Purpose of seeking thig Commission's reconsi-
deration of Order R=5373-A, issued on April 26th, 1977, As

YOu are aware, Qrder R=5373=~A terminated the suspension of

Rules 15A and 153 of the General Rules, without making an
allowance for Overproduction acerued during the period that

these rules were Suspended .

mission's Order R=5373-A is not in the besgt interest of the

State of New Mexico or of the United Statss, particularly

inscfar a2z sucgy order establishes a possible precedent for

future natural gas emergencies,

in particular, El Paso findings Numbers”
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-
2 v

and 12




-

10

11

12

13

Phone (S0S) 932-921.2

14

Genersl Court Repcrting Service
825 Calle Mgjia, No. 122, Santu Fe, New Mexico 87501

i6

[ -
sklnunrhﬂntopuﬁhmgsundoe

18

17

e, R LY

EE %% BX A%

18

19

21

23

B

24

3,
e

l‘w; u ¥ 2

ﬂ

ﬁl

Page 31

requests Commission reconsideration of these findings.

Finding Number 8 states, "that the evidence pre-
sented demonstrated that to protect corxrelative rights, over-
r-Juced wells subject to the shut in provisions of Rule 15A
and Rule 15B due to overproduction should be shut in following

ternination of the suspension of éaid rules,”

Wa will present testimony to the effect that each
operatox in pools wherein E1l Paso has a badly overproduced
wall was given the opportunity to produce his fair share of

gas, and therefore, that no correlative rights were violated.

In addition to this testimony, we submit that there was no

——

- evidence presented in the previous hearing in this case “

demonstrating that shutting in overproduced wells is needed

to protect correlative rights. In the prior proceeding El

Paso testified that in its opinion correlative rights were
not violated. ~Northern Natural Gas testified only that it
did not know whether any correlative rights were violated., I
did not testify that its corxelative rights or anybody else's
correlative rights were, in fact, violated, Gas Company of
New Mexico did not offer any direct evidence on the guestion
of correlative rights, but its recommendation to the Commis-
sion was similar to El Paso's recommendation, and this would
support an implication that this company had no problem with
correlative rights, either. No other evidence on the subject

of correlative rights was offered. Several other companies

—_——

e
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did make statements, but these were neither under oath nor
subject to cross examination and cannot be considered avi-
dence., We therefore submit that this Commission's Finding
Number 8 in Order R-5373-A is without foundation in the evi-
dence.

Moving on to Finding Number 10, that finding
etates, "the evidence presented did not demonstrate that any
sigﬂifidant additional volunmes of gas were made available gé'
the Eastern United States due to the Commission'’s action in
suspending said Rules 15A and 15B."

El Paso will present testimony establishing that
slgnificant additional volumes of gas were made available
from New Mexico sources as a result of the Commission's
action in the emergency. In this regard, El Paso would submit
that any comparison of volumes delivered during the past
heating season with volumes in prior years is an improper
basis for comparison. We submit that the proper basis for .
comparison is between what volumes were actually delivered
in the past heating season and what volumes would have been
delivered if Rules 153 and 153 had not been suspended.

Pinally, with regard to Finding Number 12 that
*the suspension of said Rule 15A and 15B should be terminated

with no npeéial provisions to apply to overproduction or

underproduction accxued during the period of said suspension.”

El Paso will introduce evidence showing that

e T AR 2
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Order R-~5373-A, as it presently stands, will adversely affect
El Paso's operations, including its operations in New Mexico,
thexeby potentially harming New Mexico consumers, and that it
will create a questichnable precedent for future emergency
situations,

Reconsideration of rindings 8, 10, and 12 does not
necessarily require reconsideration of all the matters which
were considered in the re-opened hearing in Case Number 5872,
which occurred on April 20, 1977, and E1 Paso does not plan
to present testimony on each and every point that was consi-
dered at that tima. I therefore request tha%: El Paso's
pril 2z0th, 1§77, hearing in Cade Number
5872 be incorporated by reference into the record of this
hearing and made a part of the evidence to be considered by
the Commission in this case.

Is that permissible?

CHAIRMAN RAMEY: I think that's permissible and

incorporate the prior svidsace in this case.

3
Q
%
[ 3
[
o

MR, SCHMIDT: At this time I would like to call
Mr. Manning to the stand.

CHAIRMAN RAMEY: We will incorporate the entire
transcript of the case.

MR, SCHMIDT: We'll call Mr, Manning to the stand.

|
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I o | : E. Ro MANNING
; ,_ «‘ 2 called as a witness, having been duly 8woxrn upon his oath,
~- 3| was examined, and testified as followst
: 4 :
N 5 DIRECT EXAMINATION “
- 6| BY MR, SCHMIDT:
!

7 03 Would you please state your name and residence?
: : 8 A E. R. Manningy I 1ive in El pPaso, Texas.
- g 9 Q By whom are you employed and in what capacitﬁ(?
* % n% 10 A I am employed by El Paso Natural Gas as Chief
- 8335 " proraiion Engineer. | “
§§§§ 12 Q Have you previously testified before this Com‘is- ‘
;Eg‘% ‘ "3“ sion, or one of its examiners, and had your qualificationg a8
E Ez:.é 14| a Proration Engineer accepted?
3
- z; g 16 A Yes, sir, 1 have.
- ) 16 1) Are you familiar with El Paso's application for
;‘ 17 a de novo hearing in this Case 58727
= 18 A Yee, I am.
- 18 MR, SCHMIDT: Are the witness' qualifications _~
:, 20 || acceptable to the commission?
- "1 2z CHAIRMAN RAMEY: We consider him qualified,
- 2 MR. SCHMIDT: Okay.
- 23 Q (Mr, Schmidt continuing.) In what capaciiy 4c8s
24

g1 Paso appear here today?

- ® “ A El Paso appears as an interstate pipeline company |

. i !
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and as an operator of gas wells in the State of New Mexico

who has been adversely affected by Commigsion Order R=5373-A,
issued on April 26th, 1977.

o I'm sure that you are aware that by telegram dated
January 25, 1977, the Secretary of the Interior requested
all operators of Federal leases to produce gas wells on Fed-
exal acreage to help alieviate the shortage of gas which wag

then occurring in the eastern part of the United States?

A Yes, I am,

e And I am surerghat You are also aware that the
New Mexico 0il Conservation Comnission issued an emergency
Order Number E«30 on January 27th of this year, suspending
Rules 15A and 158 of the General Rules for Prorated Gas Péols
thereby permitting overproducedrwells to be produced during
this emergency situation, and that this Commission isaued
another Order, R-5373, on February 11, 1877, continuing the

suspension of Rules 15A and 158 until further order of the

Coumission?
A Yes, sir.
Q Did Bl Paso take any action in response to the

Secretary's request and the Commigsion’s suspension of Rules
154 and 158 to help alleviate the national shortage of gas?
A Yes, sir. El Paso turred on every well permitted

to produce, regardless of its status of overproduction,

.
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system during the national emergency, did El Paso do anything
contrary to what might be considered normal operations?

A Yes, sir. In the normal operations of El Paso,
we continually watch the status of all prorated wells so that
we can attempt to maintain every well in such a status that
it could be produced at any time desired, In other words,
we try &.o keep all wells less than six times ovexproduced
while at t.h; Vsma time attempting to balancs all wells during
the proration period., In this manner, we have every well
available for production should a condition arise which would
require migum production from our system, In contrast to
our normal procedurer,ﬂ ‘dux‘ifxg' the natural gas emergency, Bl
Paso turned on every well connected to its system regardleas
of its overprodused status, This caused some wells to be-
come far more overproduced than we would have had them under
normal operating conditicna,.

@ I take it, then, that a number of these wells have
become overproduced more thau six times the average monthly
allowable?

A Yes, We have twelve wells with a capability of

approximately 14,000 mcf a day, that are now overproduced
six times or wore the average monthly allcwable, including
one well 32,5 times ovexrprcduced,

Q This figure differs somewhat from the number of

wells which you had previoualy catimated would be overproduced
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1 | by May lst, does it not?

N 2 A Yes, it doesa, As it turned out, some of the wells
- 3] came close to being six times overproduced, but did not reach
4 that figqure. On the other hand, some wells are more over- l

5 || produced than we estimated, I would also point out that that

estimate was based on the assumption of wide-open production

7 | until May 1lst, and we began ahutting ‘in those wells before

8 that date.

= .'%* 9 Q ‘Did El Paso begin curtailing production from over- L]
»g g 10[ produced wells upon hearing of the termination of the emer-
j sgig 1 1 gency as declared by the President on April 1st?
~ §§§§ 12 A No, we did not. El Paso began curtailing producti
- 2§§§ 13 from overproduced wells on April the 21st, 1977.
: §§§£ 14 Q why didn't E1 Paso shut in its overproduced wells
~ %Gg 15 on the lst of april?
- 8 18 A ‘The suspension of Rules 15A and 15B was still in
} 17 effect at that time, and El Paso was unsure of what actions
- 18 other operators were taking.
o
. 19 0 In other words, El Paso was simply attempting to
] 3 20 protect its own correlative rights?
- 21 ' A That is correct.
é - v22 Q Are these overproduced walls presently shut in?
_: 23 A Yes, they are.
‘Y 24 1 Q What action does Ei Fasc racommend that the Com-
g
- = 2 mission take in connection with the termination oi the sFus- ﬁ
" II
|
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pension of Rules 15A and 15B?

A El Pasoc has proposed that the suspension of Rules
15A and 158 be terminated effective the end of april, 1977, A
business month, This date was selected so that we would not

have to split-integrate any of our measurement charts or to ‘
|}

otherwise divide the monthly production into an emergency

type production and 3 normal month's production. And even

though the emergency Oordex Number E=30 was issued by the
commission on January 27 to be effective at 12:01 a. m. ON

January 2%, 1377, ws proposed that the beginning of the

business month of February, 1377, be +he nfficial beginning

of the record-keeping for emergency production during the
suspension of Rules 15A and 15B.

Q Have you had an opportunity to study the individua
wells connected to your system that are in a highly over-
produced status? ﬁ

A Yes, sir, I have.

o Have you looked at these overproduced wells and
compared their status and number of days called on to produce

with surrounding offset wells in the same pool?

A Yes, sir, I have.
Q At-whpt'conclusion have you arrived? \
A Well, it is evideng that under the Secretary of

+ho Interior's telegram requesting full production during the

v - atd = ‘

period of smergency; and under the orders issued by Uias i

i
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Commission in response to the Secretary's taelagram, avary

well was called upon and permitted to produce every day during

the emergency period. Whether any given well actually over-
produced or underproduced during this period is therefore
irrelevant, Every operator had the opportunity and the morai
oblligation to produce its wellz at maximum production rates
in order to help allevinte our country's “gas orunch®, El
Paso fééls thﬁt ifndnmémergency‘did exist, and when we ag

a producer and a pipeline company cooperate with an official

requast to alleviate the emergency, then we should not be

penalized for being concerned, cooperative, and patriotia.
Q How would you propose that the Commission handle

the overproduction which accrued during the period in which
Rules 1L5A and 158 were suspended?

A As a matier of happenstance, April the lst became
the date for cancellation and redistribution of allowables
for all prorated pools in New Mexico, We propose that this
cancellation and isaisiiibution ha acoomnlished as in any
othar year. This cancellation and redistribution may lessen
the amount of overproduction that has accrued to some wells.
In addition to this cancellation and redistribution, we ask
that the Conmission compare the status of each well at the
end of Januaxy, 1277, with its status at the end of April,
1977, and assign the lawer value of overproduction to each

overproduced well, 1In other words, we ara reguesting that

u

==
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that the Commission carry forward the status at the end of

January, but if by cancellation and redistribution the overe
production acorued to any well becomes less after the can-~
cellation and redistribution, that lower value would be taken
as the beginning status for May, 1977.

0} Mr. Manning, what you are saying, then, might be
congidered a policy of forgive and forget during this emer-
gency period?

A That is correct,

Q Do you believe that the correlative rights of any
person would be vioclated by this procedure?

A Under the orders issued by this Commission in re~r
sponge to the Secretary of the Interior's telegram, every
well in New Mexico had the opportunity to produce at its
maximum producing ability throughout the emergency period,
Since correlative rights refers only to the opportunity to
take a fair share of gas from a pool and does not depend upen
the amonnt actually taken, T €22l kot 3o JCifslialive zigucs
were violated.

Q In other words, no one can force an owner orx
operator to produce gas if he doesn't want to, but if every-
one has heen given the opportunity to produce their share of
gas, no correlative rights are viclated whethexr that gas is
actually produced or not?
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Q po you feel that accounting for overproduced gas

in this mannexr would create any waste?

A in my opinion, no waste has occurred during this
energancy. |

o 1¢# R1 Paso had known on January 27th, 1977, when
Rules 15A and 15B were suspended, that the Commission's final
order termirating that suspension would make no special
provislon for overproduction accrusd during the period of
guspension, would El1 Paso have operated its wells in the same
manner that it actually did operate them during the emergencyﬁ

bh Knowing that we would later be nenalized by having

the operation of our gystem disrupted for a long period of

time, it would be difficult to justify allowing these welis
to become more than six times overproduced.

A Do you believe that the Commission's Oxder R=5373~
4{f not modified as a result of this hearing, would have an

adverse affect on the willlngness and ability of operators

to respond to future state or national emergencies?

A I would think that this effect is inevitable.
Kaowing that cooperation in an emergency situation would not
merely go anrewarded but will actually be penalized, I would
think that some operators would have second or third thonghtsl
about helping ocut next time.

Q Are there any ways in which the Comnigsion could

respond to e noxt emergency without discouraging cooper=

e e S '
AN N |
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ation?

A Yee, I believe there are, The best way would be

to declare at the time the rules ara suspended that overpro-
duction accrued during tha emexgency will be disregarded en=~

tirely in computing the overproduced status of any given well.

Q Area thara any alternativee &0 this?

A One alternative might be to immediately assign
unlimited additional allowables to all wells,

Q Do you have anything further which you would like

to present in this case? ﬁ

A - NG, I GO qot,

MR, SCHMIDT: This concludes my direct examination |

of this witness. l
CHAIRMAN RAMEY: Any questions of the witnese?

Mr, Nutter,

CROSS EXAMINATION

BY MB. NUTTER: h

o Mr. Manning, if your statement is true that by

permitting the wells to produce wide open, if every well had
the opportunity to do it, that protects correlative rights
because that means only the opportunity, then the law of
capture also protects correlative rights, doesn't it, because

every well has the cpportunity to get as much as it can? N

A I'm not testifying to the law of capture today, .I
|
i ]
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1|/ HMr. Nutter, I'm ~-

Q But I'm saying, as an analogy, that would apply
to the law of capturae, would it not, if every well has the
opportunity?

5 A Well, I guess; I gqguess that's one way of looking
el at it,

7 MR, NUTTERs I believe that's all., Thank you.

8 ééﬁiﬁMAﬁ RAMEf: Any other questions of the wit-
9 i ness?

10 MR, STAMETS: Yes,

1" CHAIRMAN RAMEY: Mr. Stamets,

12 |

13 CROSS EXAMINATION

Phone (505) 982-9212

13
L w N
D e e (A HE | R

14 | BY MR. STAMETS:

1§ Q Mr. Manning, at the hearing that was held in April

sid morrish reporting service
Gencral Court Reporting Service
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16 [ you were asked if you could give a volume of gas that El Paso
17 | moved from New Mexico, extra gas that was moved from New

- 18 | Mexico because of the crisis, and at that time you were not
19| able to give a figqure. Can youa 4o 8O now?

20 : A Mr, Stamets, we'll have a witness that will take

- 21 | care of that following me,

22 MR. STAMETSs: Okay, that's all I have,
5 23 CHAIRMAN RAMEY: Any other questions? The witness
- 24 i may be excused.

25 MR. SCHMIDT: We'll call Mr, Thompson. u
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JACK T. THOMPSON

called as a witness, having been first duly sworn, was examinﬁb

and testified as followss

DIRECT EXAMINATION

oY MR. SCHMIDTS
Q Wwould you please state your name and address?

A Jack T. Thompson, Post Office Box 1492, El Paso,

Texas, 719978.

Q By whom are you employed and in what capacity?

A I'm employed by El Paso Natural Gas Company as
the Director, Regulatory Affairs Department.

¢ Have you previously qualified as 2 witness before
this Commission or one of its examiners?

A No, 1 haven't.

Q Would you please briefly state your educatiocnal
vackground and experience?

¥ Yes, L am & graduate of 'rexas College of Mines
and Metallurgy with a Bachelor of Science degree in gining
Engineexing. 1 received my degree in January, 1950.

Since 1954 I have been employed == I have worked

for El Paso Natural Gas Company. My present pesition is
pirector of R‘gulatcxy Affairs pepartment of El Paso., In

this capacity 1 direct activities ~f tha department which 1=

tesponsible to the managerent of the company for the prepar—~
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ation of all certificate matters and tariff changes filed with

the Coumission, In addition, the department has certain re-

sponaibilities in related areas, including the determination
of rates paid independent producers. The department is also
responsible for the maintenance of El Paso's FPC Gas Tariff,
Lastly, the department is charged with certain
pilanning responsibilities which, working in connection with

other departments, are addressed to the timely procurement of

Federal Power Commission authorizations necessary for the
gonduct of projects and activities undertaken by El1 Paso,.
puring the period last winter when a critical gas
shortage developed in the eastern half of the United States
as a result of record low temperatures, I was assigned the
responsibility for the coordination and administration of El
Paso's activities undertaken to alleviate the emergency through
arrangements with other companies designed to make supple-
giitai duppiies availablie in areas or critical need,
0 Mr. Thompaon, are you familiar with El Paso's ap~-
plication in this proceeding?
A Yes, I have genaral knowledge.
MR, SCHMIDT: Are the witness' qualifications ac-
ceptable? u
CHAIRMAN RAMEY: Yes, they are acceptable,

Qo (Mr. Schmidt continuing.) What is the purpose of .,
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' 1 A My testimony will provide for the record an account
2}l of the actions and operations undertaken by El Paso, certain

| - 34 of its customers, and certain interconnecting gas transmission

4ll plpelines, to provide emargency deliveries of gas to other
5 || interstate and intrastate pipelines which could provide a

6 || conduit for moving emergency gas to the critically affected |
7{| areas of the country., I will also describe’El Paso’s capa~

bility to implement future emergency deliveries of gas as a
8 g Y g

9|l result of interconnections with other pipelines which were

10{| installed during last winter's gas crisis.

1 Lastly, I will address the benefit of having,
12 || under emergency conditions, aii of the producing capability

13|| that the wells connected to El Paso's system possess,

Phooe (505) 982-9212

14 Q When did El Paso initiate emergency actions in

General Court Reporting Service

825 Calis Mejiz, No. 122, Santa Fe, New Mexico 87561

16| response to the gas shortage crisis in the east?

sid morrish reporting service

18 A At 11:45 a. m. on January 28th, 1977, El Paso com=

17 || menced the transportation of 12 million cubic feet daily of

18 emergehcy gas for Transcontinental Gas Pipeline Corporation,
19 0 From whon did Tramsco obtain the emergency gas?
20 A Transco, acting as agent for its distributor com— ||
21 panies, purchased the gas from distributors served by North-
22 weat Pipeline Corporation, with Northwest acting as their

23 agant.

24 Q Would you describe how the initial transportation

B . 25 || arrangement was effectuated?
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1 A Yes,. The gas was delivered by Northwest to El

2 Paso at an exlsting intarconnection between the two pipe-

3 line systems in La Plata County, Colorado, El Paso concure-

4 rently commenced delivering gas at sguivalent flow rates to

6 Transwestern Pipeline Company at an existing interconnection

6 in Ward County, Texas, which is located in El Paso's Permian

7 supply area. Transportation to Transco downstream of the
s Transwédﬁgfhwaelivery point was accomplished through subse-

9 guent deliveries by interstate pipelines having existing

10" interconnections.
1 Q Given the locations of the Northwest delivery to

12 El Paso and the El Paso delivery to Transwestern, did El Paso

13| have to make a direct haul of the gas?

Phone (303) 9829212

14 A No. The transportation was accomplished through

Cieneral Court Reporting Servic:
825 Calle Mcjin, No. 122, Saata Fe, New Mexico 87501

18 | displacement. That is, El Paso moved the gas delivered by

sid morrish reporting service

16 | Northwest in a westerly direction to its customers located

e o ———

17 west of the delivery point in lieu of moving a like amount

- 8| from its Permian supply area to the same delivery points.

19 Thus, the Permian vclume was made available for delivery to

20 Transwestern in the Permian Basin with no reductiion in the

21 total gas available for El Paso's customers situated through-"

N

out the system.

Ny
[

- = & As the gas cmergency hcightened, were larger

' N
£y

volumas delivered to Transco?

Q Yes, On January 28th, 1977, tiie Northwast ¥

N)
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made avallable to Transco was lncreased to 52 million cubic
feet dally, and on January 30, 1977, the volume transported
for Transco was increased to 102 million cubic feet daily.
The 102 million cublc feet daily transportation service con-
tinued until February 4, 1977, when the volume was further
increased to 155 million cubic feet daily.

Q How long did El Paso's emergency transportation
service for Transco continue?

A It continued through March 11, 1977.

o What were the total emergency volumes handled for
Transco?
A El Paso received and transported for Transco a

total volume of 6.441 billion cubic feet.

L =4
t
\
§
t
¢

services?
A Yes, Emergency deliverie- ware made to Consoli-
Aated RAisnn Comnany of New York. Southerr Natunral 222 Come

pany, and Columbia Gas Transmission Corporation. Deliveries
to Con E4 at a 25 million cubic feet daily rate were mnade

on a total of f_ ur Jdays involving a total volume of 99.6
million cubic feet. Deliveries to Southern were made from
January 29, 1977, through February 22, 1977, at rates of

from 25 to 100 million cubic feet daily. Total emergency
transportation volumes handled for Southern were 1,02 billion

cubic feest.




4%

Page
E . 1 On February 9, 1977, El Paso commenced the trans-
E - ) o || portation of 60 million cubic feet daily of emergency gas
; 3| for Columbia and certain of Columbia's distributor customer

4| companies. Deliveries to Columbia continued through March 5,

1977, and ultimately totaled some 1.7 billion cubic feet,

: ]
6 Q Where did all this gas come from?
v, A This gas Qas made available on a loan basis by
af El Paso'e major California customerg, Southern California

g 3 gl Gas Company and Pacific Gas and Electric Company.

k : .§ ; 10 Q. What rate did El Paso charge Transco, Southern,
Eggg 11| Con Ed, and Columbia for the transportation of this gas? |
§§§§ 12 A Each of these duliveries were accomplished for an

_ :gg% 13 ]| administrative charge of one cent per mcf,
‘E%%é P4 0 Manv of these deliveries were accomplished with
:§6§ 15 | new emergency interconnection facilities authorized under the
- § 16 Emergency Natural Gas Act of 1977, is that corract?
17 A Yas.
_ 18 Q What total capacity for deliveries to the east

19 was ultimately attained by El Paso through existing and new,
20 interconnections with interstate and intrastate pipelines?
- 2 3 When the emergency was over El Paso had inter-
- 22| connections capacity to deliver some 600 million cubic feet ﬂ

23! daily for east transport,

24 Q Does El1 Paso propose to leave the emergency inter-

1lad in nlace for possible

i
I

- 25| connections facilities which it ins

8

P e




sid morrish reporting service

General Court Reporting Sevice
825 Calle Mejia, No. 122, Santa Fe, New Mexico 87501

Fhone (505) 982:9212

o«

10

11

12

13

14

15

16

17

18

19

21

23

24

25

!

Page 59 }

future use in emergency situations?
A The emergancy facilities which El Paso installed

ere at a capital cost in excess of $300,000. These costs
will be paid for by the companies that were the recipient of
the emergency sexvice, All of the companies have indicated
that they feel it would be prudent to leave the facilities

in place for poasible future use., Accordingly, El Paso plans
to make appropriate f£ilings with the Federal Power Commission

for necessary authorization to make the facilities permanent,

11 In your cpinion, will the facilities Lie needed to
st amsrgsncy situaticns in the future? F
A Give the deepening gas shortage that exists in

the United States today, I think there is little doubt that ]
the facilities will be needed to respond to emergency situ~-
ations on an increasing basis in forthcoming winter seasons,
Q Mr, Thompson, is it correct to state that El1 Paso
did not of its own volition divert its gas supplies during

the emergency, but rather acted in response to the direction

of certain of its customers to divert supplies that they f

were scheduled tc receive from El Paso? ‘

A Yes. Under its curtailment operations prescribed

by orders from the Federal Power Commission, E)1 Paso did not

have the suthority to diregtly divert gas from itz customer

except under directives from the Commission or the Admini-
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1 ever, that PG&E'S and SoCal's diractives to El Paso to divert
2 their deliveries to the aast had the same net affect as if

| - all El Paso had undertaken the action.

A I would further note that the ability of PG&E and “
5 Socal to respond to the emergency and still serve their own
g | customers® raguirements stemmed directly and equally from

S 7 the deliverability of thelir own storage facilities and from

o

gl the magnitude of the daily quantities of gas that E1 pasz

9 ‘ had available for delivery to its customers.

Q The day to day quantities of gas that E1 Paso had

New Me:iico 87501

i o 1" available for delivery to its customers during the anergency
= a
§“':§ 121 was a direct function of the deliverability of all of its
' Eg:% 13} gas sources and the availability of such dsliverability, was 1
%Eﬁ'é | it not?
1
:g é 16 A Yes. In other words, the extra production of gas
- : 8 16| which was pexmitted during the natural gas emergency due to
17 the suspension of Rules 15A and 158 directly affected the
18 || amounts of gas that El pasoc's customers were able to make
. - ‘ 19|l available to the eastern United States.
) b “ 20 0 Do you know if any New Mexico gas actually was
i 21| gent to the eastern United States?
- 24 A It's very difficult to say where each well's
_ 23| production goes after it enters a complex pipeline systen.
24| put, as I've indicated, it is really jmmaterial whether the
- 25% malecules of gas which went east actually Sa32 from Naw Mexic
i | | 1
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or elsewhere, Since any additional production along the

2 the zans effect of pernmitting additional gas to be

system ha

sent east the additional production which El Paso obtained

—
P

from New Mexiuo was important in sup

the anergency.
0 In your opinion, 4id the suspension of Rules 15A

and 15B make possible the delivery of significantly more gas
to the eastern United States during the emergency than would

have been delivered had these rules not been suspended?

A In my opinion, that is correct,

o In your opinion, will shutting in those El Paso
wells which became more than six times overproduced during

the emergency have an adverse affect on the ability of El

Pagso to respond o ture orisas of a similar nature? {

A Yes. As I previously stated, all production
along a system is important in determining the ability of the

system to respond to emergency situations. To the extent

that production is shut in because of prior overproduction,
the systam's ability to respond is impaired.

Q Do you have anything further which you would like

to present in this case?

A No; sir.

MR, SCHMIDT: This concludes my direct examinatio

CHAIRMAN RAMEY: Any questions of the witness?

NS &
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Page
CROSS EXAMINATION

BY MR. STAMET®

Q Mr. Thompson, getting back to the situation, or
the question, how much New Mexico gas went east, you talked
a lot about gas coming from this source and that source be-
cause of this customer and that customer, it's not clear to
me, though, at this point, whether this, if I added it up

ent east,

correctiy, 2.2 billion cubins f2et of gas that you
if that was E1 paso owned gas or if that gas was owned by
somebody else, and how much of that would be credited to New
Mexico wells as opposed to wells in the other statea.

A Yes, sir. The volumes that El1 Paso transportad
for Transco, that gas was obtained by purchase by Transco's

distributors from Northwest Pipcline Corporation.

Q S0 all of that gas would be off of Northwest'sg
syctem?
A That's correct, Yes, sir, And that was delivered

at a central point of the existing interconnection -- that
vas delivered to Transco through the indicateq intetcon-
nections on an mcf for mef basis, It was a different gas but
it was delivered in equivalent gquantities.

Q Now, would that mean that the Northwest Pipeline
walls, if those walls vere in the state. rhnma would be the
ones that would have accumulated any overproduction during

this period of timay

s N"»?""
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A. Well, the yas that Northwast physically delivered
to El Paso, essentially all that gas came from the San Juan
nasin through their Ignacio Plant,

Q And this 6.4 billion was physically delivered to
El Paso, that was not produced out of El1 Paso connections?

A That'!s correct. - That's the amount of gas we re-~

ceived from Northwest Pipeline.

Q Okay, so that would be charged against Northwest
connections?

A Yes, sir.

Q And they produced primarily out of the northwesters

part of New Mexico and not out of the southeast?
A fhat's correct. I think you asked one further
question with regard to the rest of thé-gas that was handled

undar the emergency operations. That was gas that would

——

normally have been scheduled to be delivered to El Paso's
two California customers, Southern california Gas Company
and PG&Ej they directed El Paso to divert that gas in lieu

of delivering it to them tc other indicated companies.

") so what that amounts to, of the 9.2 billion that
El Paso delivered, 6.4, or slightly above two-thirds, came
from other sources than El Paso's connections.

A Yes, sir.

Q Okay. Thank you.

CHAIRMAN RAMEY1 Mr, Kendrick.
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CROSS5 EXAHINATION

- BY MR, KENDRICK3:

R e  a>
"
N

. 3 Q In line with that same (uestion, what percentage
‘ of El Paso's takes are from New Mexico relative to other
6 states that would supply this remaining amount of gas?
6 A Well, we obtain about fifty percent of our gas
. from New Mexico of our total supply; some fifty percent, as
8 I racall, is produced in Naw Mexico from New Mexico sources,
3 9
.g P 10 CROSS EXAMINATICN
> %
$ 33 . I BY MR. WADE:
u%%ﬁ '
o«
1§§§§ 12 Q Of this gas that is your California customers',
&\O -
Eggé 13|l that's gone to the east coast, has any of it been paid back
o~ 8 i
EE%E 14 Yer?
8%
% § 15 A Yes, 8ir, it -~ I think it will all be paid back
]
®

16| this weekend.

17

18 RECROSS EXAMINATION

19 | BY MR, STAMETS:

20 Q One other question that I have, I believe you

21 | talked about shutting in tf.he 8ix times overproduced wells
22| would make it difficult for El Paso to respond to another 2
23 emergency. Was this question -- or was your answer predica E
24 on these wells still being si}mt in at ths time of another

25 | emergency?

[ o |

o1 e
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A Wall, the question ana answer really went to the

»,
-

. ) 2 position that you might be in in the event of a future emer--

3 gency. It just seemed to me that having all of the gas in
your systems available for delivery under emergency condition
5 certainly enables you to respond to that situation, better
- 8 than you would if your wells were shut in or forced to stay

) .; 7 7 ~ shut in,

Q If the wells, though, have made up their over-

A W
[}

g | production by the time the next emergency rolls around, then

[

1ol this would not have the effect of restricting your ability

. ¥ 1| to take gas.

[ ied 325

; oo

§ a 12 A I think that follows, yes, sir.

H L]

K

—~ o8 13 MR. STAMETS: That's all,

LBE
g & i4 CHAIRMAN RAMBYs Any other gqusstious? The witness
L]
Q

15 | may be excused, We'll have a fifteen minute recess,

|
sid morrish reporting service

825 Calle Mejia, No. 122, Santa Fe, Now Mexico 87501

18 (Thereupon a recess was taken,)
17 CHAIRMAN RAMEY: The hearing will come to order,

o 18 Mr. Schmidt?

- 19 MR. SCHMIDT: 1I'd like to call Mr, Macfarlane,
iy -
‘ 20
- [F
21 RORERT G, MACFARLANE

22 || called as a witness, having been first duly sworn, was exam-

23l ined, and testified as followsi

24
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Page
BY MR, SCHMIDT3
Q Wwill you please state your name and address?
A Robert G. Macfarlane, Post Office Box 1492, El

rPaso, Texas, 79978.
G By whom are you employed and in what capacity?
A I am employed by E1l Paao Natural Gas Company in

the capacity of ianager, Gas Sales Administration, Customer

affairs Department.

Q Have you previously testified before this Ccm-

mission or orne of its Examiners?

A No.

Q Would you please briefly state your educational

background and experience?

A In June, 1954, I received a Bachelor of Science

degree from the University of Utah. In September, 1959, I

went to work for Pacific Northwest Pipeline Corporation which

merged with El Paso Nzatural Gas Company in December of 1939,

and have been in the employment of El Paso since that time,

My present position is Manager, Gas Sales Admin-

jatration. In this position I am responsible for the Cnstome{

Affairs Department portion of rate and certificate filings

PO A 8 N p s

before the Federal Fowerl Commission.

sponsibiiities include the direction of the administrative

function of the Sales Administration nivision of the Customer

Affairs Department and the maintenance of ciosé

| B
.
*
]
!
{
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1 lationships between k) Paso's management and the various

2 state regulatory commissions and other appropriate govern=

3 ment agencies in the states El Paso operates.

4 MR, SCHMIDT: Arxe the gualifications of the wit-
5 ness acceptable?

8 CHAIRMAN RAMEY:s Yes,

7 Q (Mr. Schmidt continuing,) Mr. Macfarlane, you

8 ére generally familiar, are you not, with El Pago's appli-
9 cation in this proceeding?

10 A Yes, I am,

1 Q wnat is tho purpose of your prepared direct testi-
12 mony in this proceeding?

13 A My testimony will address the need for the pro-

Phone {505) 9829212

14 tection of Priority One and Priority Two loads on El Paso's

Genucral Court Reporting Service
825 Calle Mejia, No. 122, Sasta Fe, Now Mexico 87501

16 interstate system.
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16 Q Would you please briefly describe the present gas
17 supply situation on El Paso's interstate system?

18 A A gas shortage exists today on El Paso‘s system.

19 Since late 1972, El Pasc has been unable to deliver enough
20 gas from its system to fully serve the gas requirements of
2 all of its customers, Each day El Paso's available gas is
2| ailocated among El Paso's customers in accordance with a
23] system of priorities prescribed by the Federal Power Com-
24| mission for the El Paso system. Briefly, these service

~

< prioritiss include. Priority One, it includes residential,

R A A e

. ™ ” W el
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amall commerxcial, which js identified as less than 50 mcf on

a peak day.

priority Two, is large commercial requirements, ”

50 mcf ox more on a peak dayi industrial requirehents for

plant protection, feedstock, and process needs and pipeline

customer storage injection requirements. I might add that

those industrial requizeménté'Aié'féquifém‘nts which you can-

not use an alternate non~gagseous fuel.

includes all industrial require-

Priority Three,

ments not specified in prioritiss Twe, Four; and Five.

Priority Four is industrial requiremente for

poiler fuel use at less than 3,000 mcf on a peak day, but

more than 1,500 mcf on a peak day; where alternate fuel

e — e ]

capabllities can meet such reguirements.
Priority Five, industrial requirements for large

volume, which is 3,000 mcf or more on a peak day, boiler

fuel use where alternate fuel capabilities can meet such re=

quirements.

Q Mr. Macfarlane, why is there a gas shortage on

El Paso's system?

A production deliverability has been declining for

several years from our present sources of supply. El Paso

has been unable to obtain enough new gas reserves and pro-

sh.o declining production trend. Since late

T

duction to oiiset
for delivery to El Paso's

< §}
]
‘0
o
[
'Y
fs

1972 the amount of ga

—t—4
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customers hHas been lass than our customers' raquircements,

Q What action is El1 Paso planning to take regarding
the protection of sexrvice to east-of-California interstate
customers which are solely dependent upon your preline for
their §as supply?

A First, El Paso has authorization from the Federal
Power Commission to operate ifs Rhodes Storage Reservoir,
located in Lea County, New Mexico, for the protection of
east-of-California customers Priority One and Priority Two

loads. Additionally, El Paso is negotiating with its two

large California customers for extensions of special operatin
arrangements designed to provide protection for these Priorit
One and Priority Two loads. We are also seeking additional
storage projects; again, all of these storage arrangements

are designed to protect Priority One and Priority Two loads

for east~of-California customers, including customers in the

State of New Mexico.

In addition to the protection afforded by the
above gas storage arrangements for New Mexico's Priority One
and Priority Two service categories, El Paso received tempo-
rary authorization from the Federal Power Commnission on

January 19, 1977, to transport up *o 10,000 mcf per day of

v o smm e o tem e

z - i sn A E - o A g = ek
naturai gas in interstate commerce {Gr the =In

Board of the State of New Mexico. Under this transporiation "

!,J...’:-
aa

arrangement, New Mexico royalty gas, which is taken “im Ki

PRI
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from certain oil and gas leascs located within the state,
would be sold to the ERB for resale to private and munjoipal
utility distribution systems in various communities of New
Mexice presently served by Ei Paso.

Q Would you please identify El Paso's sales for re-
sale in New Mexico?

A In New Mexico El Paso sells to six privately-owned
distributors: Capitan=-Carrizozo Natural Gas Association,
EMW Gas Association, Gas Ccmpany of New Mexico, Jal Gas Com=
pany, Inc., Rio Grande Natural Gas Association, and Gamarco

Associates, Limited.

El Paso sells gas for resale to six public distri-
bution systems: The Village of Corona, the cities of Deming,
Las Cruces, Lordsburg, and the town of Mountainair and the
City of Socorro.

Additionally, El Paso sells gas directly to four
major industrial consumers in New Mexico, and sells gas for
raesale on the Navajo Indian Reservation to the Navajo Tribal
Utility Authority.

Q Do all of ==
A The delivery of natural gas to these custoners

represents approximately thirty vercent of the total of all

gas sales in the State of Hew Mexico.

=ELE VL

Q Excuse me. Do all of thesa New Mexico customers

p)
]
1
o
11

iorityv Two gas?

[ ]
[ )
€
ki

have requirwmeut

&t
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A Yes,

Q Will you please briefly explain the effects of
the ioss of production from the wells in New Mexico which are
currently shut in as a result of being hore than six times
overproduced?

A The loss of production from these wells would have
a negative impact on El Paso's sales in New Mexico. During
the forthcoming winter season El Paso would be reguired to
withdraw more gas from storage inventory to meet the Priority

One and Priority Two needs of El Pasco's east-of~California

customers and during the succeeding summer season, El Paso

would have less gas available for storage. Also, whenever
low priority gas is available during the winter, El Paso at-
tempts to inject ¢as into storage to keep the deliverability
of the resexrvoirs as high as possible and the loss of this
gas would hinder those efforts. The results, therefore, of
this loss of production would be to reduce El Paso's storage
inventory with the eventual consequenceg of further endangeri
reliable Priorxity One and Priority Two service protection
than is currently forecast.

& Are the volumes of gas which we are talking about
here significant?

A I suppose that depends on your perspective. As
Mr., Manning testified, the twelve shut in wells have 2 total

deliverxability of about 14,000 mcf per day. The effect on
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1 El Pasc's overall operations is, therefore, relatively small;
2 || however, El Paso is the sole supplier for most of the com=

3§ munities and the distribution companies that I have previously
4 || mentioned, and we are talking about enough gas to serve ap-

5| proximately 14,000 homes on a peak day.

6 During periods of high demand when supplies of gas
7 for Priority One and Priority Two uses are tight, I would nct

g | suggest that these volumes are insignificant, since avery mcf

3 9 of gas is significant to the homeowner who is not able to get
®
.8 g 10 it.
X
SSi 3 N 1.4 F i T
éiﬁ 1 0 Unless some rsliaf is forthcoming, do you believe
o5
g:g’ 12 that El1 Paso will be inhibited from respeonding to future
243
§g9 13| emergenciea?
iiuﬁﬁ
= - 2 ﬁ
Zh 14 A Yes.
i
qg i 16 Q Does this conclude your direct testimony?
3 18 A Yes, it does,
17{ MR, SCHMIDT: I have no further guestions,
18 CHAIRMAN RAMEY: Any questions of the witness?
19
20§ CROSS EXAMINATION

21 BY MR, RAMEY:
22 0 Mr., Macfarlane, what's the status as to the capa-
23 city of the Rhodes Storage at this time?

24 A The present capacity of the Rhodes Storage Ressy-

- —

25" voir is aimost full. T think it's about a haif a killion

u l!
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Lelow its authorized waxiiaum inventory, and so it's substan-
tially full; half a billion cubic feeat.

Q You wouldn't anticipate removing any gas from that
until the next heating season?

A That's correct.

Q And this, to date, has met emergencies to the
east of California?

A That is true, We have not had to curtail any of
our east-of-California Priority One and Priority Two re-
quirements up to this time, I mean, we have additional con-
trols, though, we have othisr g¢perating ranges, which we were
requirad to use this past winter to meet those emergencies,

Q Thank you.,

CHAIRMAN RAMEY: Any other questions?

CROSS EXAMINATION

BY MR, STAMETS:

4] Mr. Macfarlane, are there any other remedies
available to El Paso to increase prcductlon in other areas of
their lines which would offset the'iost production -~ not
lost == but the shut in of tn2 production from these over-
produced wells?

A I am not qualified to state facts on production,
I'm sorry.

3 S~ am far as you know, it's possible that there
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could be something which would offset the negative impact?

A, I don't know of anything. If there is, I know of
none;y it's my understanding that we don't have anything shut
in; we do not husband natural gas, I know that, so I assume
there is nothing that we could draw from to offset that loss.

0 But what you've inentioned here may only be one of
a series of things which cculd have a negative impact, as far
as you know?

A Well, that's possible, yes.

MR, STAMETS: That'se all.

CROSS EXAMINATION

BY MR, LUCERO3s

0 You nmentioned something, you made other delivery
arrangements. What were they?

A Well, we hava arrangements with our California
customers, thersa's two different types of arrangements: One
with Southern California Gas Company whereby on days where
El Paso is unable to meet the Priority Two needs of ité east—*l
of-California customers, and the withdrawal capability from

Rhodes Storage Reservoir ir insufficient to meet thnase defi-

clencies, we can raeducc the deliveries that we would cherwisel

make to Southern California up to 300,000 mcf per day in order

to deiiver that yas, 0i divert it, tS the cast-cf-Callfornia
l
Priority One and Two loads. As soon as possib theraafiar I
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va will repay Southern Cal for volumes diverted from Southexn
Cal to ceast~of-California Priority One and Two customers.

And the second arrangement is with Pacific Gas and
Electric Company, whereby we have advance sold about 28 billi
cubic feet of natural gas and have the right to reducs de-
liveries to PG&E to recover that 28 billion cubic feet of
natural gas whenever wve're unable to meet the Priority One

e

and Priority Two needs of east~of~California customers, if
the deficiencies exceed, number one, Rhodes, and number two,
the Southern California special operating arrangement,

P —
L

We can furthar reducge Pacific Gas and Electric
up to 300,000 mcf per day to meet the east-of-~California
Priority One and Two deficiencies,

Q Maybe I missed it, but how much gas did you fur-

nish to the New Mexico custoiiers during the peak heating

period, the highest month?

A I don't have it on the monthly basis., As I recallﬂ

and I didn't testify to it, but as I recall it's something
like 40 million mcf annually is El Paso's sales to customers

located in New Mexico,

Q And how much of that is to the poor industrial
custorners?
A I don't have that breakdown with me., I can supply

that to your I don't have it with me right now, as to how

hogf that A0 million mef goes to industrial customers,

|

|

|




-

eporting Service
122, Santa Fe, New Moxico 87501

Phone (505) 982-9212

Genernl Court R

sid morrish reporting service

825 Calle Mcjia, No.

10

11

12

13

14

16

18

17

18

19

23

24

25

Page 67 }

Q And you mentioned a transportation arrangement

of gas purchased by the Energy Board in your testimony. That

didn't come from ¥1 Paso wells, though, did it? ‘

A No, that's just where El Paso transports gas, l
state royalty gas,

Q But that just transports it, it doesn't have any~
thing to do with any wells we're talking about hare?

A That's true, That's true,

MR, LUCERO: I have no questions.

RECROSS EXAMINATION

BY MR, RAMEY:

Q Mr. Macfarlane, do you happen to know, what's the
status of California swimming pools? Arxe they still being
heated with New Mexico natural gas? I

A I don't know,

Q I think during the emergency they declared they
couldn't do that and I just wondered if they were still con-

tinuing.

CHAIRMAN RAMEY: Any other questiona of the witnesg?

He may be excused,

MR. FURAY3s Joseph Furay with Northern Natural

Gas Company. “

CHAIRMAN RAMEYs How do you spell that? "
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MR, FURAY: F~U«R=A-Y,

CHAIRMAN RAMEY: You may procqeed,

A. DEAN FULLER

called as a witness, having heen first duly sworn, was exam-

ined, and testified as follows:

DIRECT EXAMINATION

BY MR. FURAY1:

a Wouldkyou please state your name and address?
A Alton Dean Fuller, I reside at 2406 Stoddard,
Midland, Texas.
Q By whom are you employed and in what capacity?
A Northern Natural Gas as FProduction Laglinser,
Permian Region, Gas Supply Operations Department.,
Q Have you praeviously testified before the Commissio
and are your credentials a matter of record?
A Yes, I hive.
MR, FURAY: Does the Commission have any questions
regarding his qualifications?
CHAIRMAN :RAMEY: No guestions.
Q (Mxr, Furay continuing.) Mr. Fuller, I'm going to h
show you a copy of a transcript of the hearing held April 20,
77

Lefore thd Naw Maxico 0il Conservation Commission, Case

0

[
7

e

14

U

Numwer 5872, pagcsr S5 through 60, and ask if this is a true
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copy of your sworn testimony given at that time?

A Yes, it is.

e Also attached to that is an exhibit marked Exhibit
A, which you referred to in that tes£imony and which was ad-
mitted in evidence in the April 20 hearing. Is that a true

copy of that axhibit?

A Yag, it ieo.

Q Do you adopt that prior testimony as your own for
purposes of this hearing?
I 4o,

A
A Yoo

[4
MR, FURAY: At this time I would ask that this

copy of the April 20th transcript, pages 55 through 60, be

marked as an exhibit to be admitted into evidence for the

purposes of this hearing, and made part of the record.
CHAIRMAN RAMEY: I think we're going to incorporat

the transcript of the previous hearing into this hearing.

iR FURAY: Okay.

Q (Mr. Furay continuing,) Now, one final question,

Does Northern have an opinion concerning the yuestion of cor-

xelative rights?

A Yes.
11 what is that opinion?
A In our opinion, correlative rights will be vio-

lated if wells six times overproduced are not regquired to be

1
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1 correlative rights will be violated, in our opinion, if aix

2 times overproduced wells are not palanced. This will occur

3 because smaller acreage units will be allowed to produce more
4 than their fair ghare. Since the deliverability of a well is
5 not dependent upon the acreage assigned to a unit, proration

gl must be utilized to set allowables and protect correlative

rights., It is owr opinion that the present system used in

|
3\ New Mexico to set allowables and require palancing is very

ol equitable.

10 Q Do you have any furthex oommgnts?

11 A No, I donft.

12 MR, FURAY: Well, that ends the direct examination
13 of Mr. Fuller and I would tender him for cross examination.
14 CHAIRMAN RAMEY3 Any questions Gf “he witnesa?

16 He may be excused.

16 MR, LOPEZ: pefore the witness steps down, Mr.

17 Ramey, could 1 ask one question?

18 CHAIRMAN RAMEY: Yese.
19
20 CROES EXAMINATION

23 Natural had pipeline capacity gufficient to meet the emer=
24“ gency situstion that exists?

25 8 NO, Bix.

1 BY MR. LOPEZ!

22 9 Would your testimony be any different if Northexrn
i
|

1
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1 CHAIRMAN RAMEY: Mx, Caton?
%~ e ' 2 MR, CATONt Yes, Mr, Chairman, ycu've already
%_'* : . 3 adopted the testimony that was taken in the previous hearing
4 and we would ask that you consider that testiwmony of Mr,
5 Bob McCrary, pages 70 to 79. There have been no changes
8| since the testimony was given that would alter New Mexico
7 Gas Company's position at this time, and the position at that
8 time was that in response to the emergency, some ovarproductigh
9 had been done but it wag not a large amount of overproduction,
10| We were primarily concerned that the Commission deal with
n the underage production in the normal manner so that our
121 planning processss can be continued.

13 The order, as entasred by the Commission on May

Phone (505) 982-9212

14| the lst, does not injure New Mexico Gas Company in any way,

General Court Repovting Jervice
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5 and we affirmatively endorse that portion of it that deals
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16| in the ncrmal manner with the underage,

17 If the Commigsion had any questions, we'd be “

18 i happy to answar them,

19 CHBAIRMAKN RAMEY: Are thers any stataments oy anv— d

20§ thing further at this time?

2 If not, the Commission will take the case under

2§ advisement.

B (Hearing concluded,)

24
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1 MR. STAMETS: At this time we will call Case 5872.

o " 2 MS. TESCHENDORF: Case 5872 in the matter of Case 587&

s

3 || being reopened pursuant to the provisions of Ordexr No, R~5373

3 4 | which order suspended Rules 15(A) and 15(B) of the General
E.

. 5 || Rules for Prorated Gas Pools as promulgated by Order No. R-lﬁ?di
i . : 6 [l as amended.
E 7 MR, STAMETS: This case resulted from the national

g Il gas emergency and a request by the Secretary of Interior,

g || Cecil Andrus, that the states do everything they could to inchﬁse

10 || gas production.

11 The Commission initially issued an emergency order,

12 | No. E-30, the twenty-seventh day of January, 1977, suspending

13]] 15(A) and 15(B) of the Genaral Rules for the Prorated Gas Pool

Phone (505) 982-9212

14 | in Northwest and Southeast New Mexico. Subsequentlv a hearing

General Court Reporting Service
£25 Calle Mcjia, No. 122, Senta Fe, New Mexico 87501

sid morrish reporting service

151 was held on the eleventh of February, 1977, and Order R-5373 wdr
16 || issued suspending the Rules 15(A) and 15(B) until a hearing

17 Il could be scheduled during April of this yearx, the hearing that
18 || we are attending here today.

:“‘ 19 In Order R-5373 the findings (8) through (l11) brought

20 || out some questions which had not been resolved by the original

&

21 || hearing. These guestions should be addressed today.
.= 2 The questions were these: That the evidence present
23 || at this hearing was not sufficient to quantify ¢the effect of

.....

24 || the Commission's actions in suspending Rules 15(A) and 15(B).
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or not corrslative rights might be violated by said suspansion
of 15(A) and 15(B). That the evidence presented was not
sufficient to weigh the effect of this suspension on said
rules against other factors which may restrict any pipeline's
ability to connect new wells or otherwise deliver gas to the
area of the emergency and the evidence presented was not
sufficient to determine the number of wells which might be shut
in due to overproduction following thke end cf this suspension
of Rules 15(A) and 15(B), nor the extent and effect of such a
shut in.,

We ﬁould hope that thess guecstions as well as any
other pertinent facts would be discussed at this hearing today.

At this time I will call for appearances.

MS. TESCHENDORF: Lynn Teschendorf appearing on
behalf of the Commiesion and I have one witness.

MR. STAMETS: Other appearances?

MR, CATON: Byron Catcn appearing for Gas Company of

New Mexico.

El Paso Natural Gas.

MR, HAMMER: Robert Hammer appearing on behalf of

Northern Natural Gas Company.

MR. OLDHAM: Jack Oldham appearing on behalf of

’ MR, SCHMIDT: Rand Schmidt appearing on behalf of
Trangswestern Pipeline Company.

" MR, STAMETS: Any other appearances?

——

h

!
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I would like to have all of the witnesses stand and
be sworn at this time, please.
(THEREUPON, the witnesses were duly sworn.)

MR, STAMETS: Ms, Teschendorf, you may proceed.

DANIEL S. NUTTER

called as a witness, having been first duly sworn, was examine&l

and testified as follows:

DIRECT EXAMINATION

BY MS. TESCHENDORF:

o State your name and position, please?

A Dan Nutter, Chief Engineer for the New Mexico 0il
Conservation Cormission.

Q Have you previously
and made your credentials a matter of record?

A Yes, I have.

Q Ara you familiar with Case 58727

A Yes, I am.
Q What ars your recommendations concerning this case?
A Well, I don't have any recormendations at this point.

havs a summarv hare of some pool statistics.

A8 the Examiner msaticonsd thiz casze ie the second

hearing in this matter, the first one being held in February

after the issuance of the emergency order. The President, of

- S
I
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coursa, had proclaimed a national gas emergency and the Secre-
tary of Interior had sought to have additional gas put into the
pipelines to serve the East. We might note that the President
has by his proclamation No. 4495 dated April lst, 1977 daclaraﬂ
that the national gas emergency which was declared to exist ﬂ
by Proclamation No. 4485, was terminated, so we don‘t have to
worry about the gas emergency now,

But this Exhibit Number One is a summary of the
status of the pools., It's taken in part from the exhibit
that was offered at the hearing in February in which the statusH
of the pools as of the latest information available at the
time, which was December 3lst, was tabulated.

Now, that information has been repeated on the left
gide of this axhibit and the latest total information that we
have at this time is February 28th of 1977, is tabulated on
the right~hand side of the exhibit. "

Now, it is unfortunate that the timing of this case
is such as it is because we have just received the C-1ll1ll's

for the month of March and we don't have the March production

in any of these exhibits we have here. If the hearing had bee
a weak later we could be much more up~to—date on the matters
that we are discussing here today, but we don't have that.

Now, if you will note the overall status of the pool
in Southeast New Mexico as of December 31st of '76 was six

hupndred and ssventy-2ix thoueand, eight hundred and eighty- ”
{i

H

4.




ne (505) 982-9212

]

Pho

T e AR

It
B
F—l
HI
o
0
a1
~» f
]
Pl
»”
g
3
A
o
o}
Q
-
¢
l<
!
s
3
[ ]
o
-3
e
o
S
f

12 Now, the Pool status ag of Fcbruary’zeth which ig

13} after t¥C months of the cola Weather, i¢ Was one month of

14 January prior to the issuance of +ha Sliergency order ang the

15 [ month of February which was Subject to the émergency order ang

16 |l the order that was aubsequently issued,

17 The toiz; net status of the pools in Southeast

18 || New Mexico ig two million, five hundred and ninety-one

19 || thousang underproduced. Now, there is a 10¢ of Overproductjion
2 )l in the Pools but ag I mentioned bhefore there ig , lot of

21 underproduction too. The allowables have beepn increased in

23 | reason that &he ﬁh&arproduction has increased. Another reason

24 || of courge, ig that there was 4 Cancellation ana r:diserxnution"

I

2 | of allcwabica after the Dacemhs ;- 3ist reclaasification and ﬂ

it
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1| this is reflected in the new underprcduction that is added
2 i to the pools.

— - —— Ao o o . p ] _
Th iow a total of a hundred and twenty~-nine

hars ars
4 | wells that are overproduced as compared with a hundred and
g | forty-four at the end of December. The overproduction of
g | those overproduced wells is fourteen million, two hundred and
é 7 § thirty-two thousand as compared with twelve million, seven

P g | hundred and forty-eight thousand. So we gee that while the

g || pools have gone into an incrcaced underproduced status as a

t0 | whole, the overproduction of the overproduced wells has i
11 | increased. Instead of having three wells that are six times
12 | over as of December 313;, as we had it Decembar 3lst, we now

13 || have at the end of February, seven walls that are six times

Phone (505) 982-9212

14 || overproduced and those seven wells have a total of one million,

General Court Reporting Service

825 Calle Mejia, No. 122, Santa Fe, New Mexico 87501

15 || @eight hundred and eighty-nine thousand total MCF accrued again

3 i L ;
sid morrish reporting service

16 || them in overproduction.

17 Northwest New Mexico presents much the same picture
, é 18l in a little bit different light. At the end of December the
f — 19 || underproduction in the Northwest was three, point, fouf

é’* 20‘ million MCF. The underproduction now is one, point, six

ﬁ? 27| million MCF, so underproduction has gone down by one, point,

- - 22 | eight million, so that weuld indicate that there has been more

% E 23 || production. There were three hundred wells that were over-

24 | produced in the Northwest at the end of December, there are

et o 26 I none four hundrad and forey wells that ara overpnroducad. The “

g !l now four hun odue
i
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overproduced wells at the end of December had five, point,

six million MCF against them, whereas now the four hundred and
forty overproduced wells have seven, poinit, one, four, five
million MCF. There were five overproduced wells then, there
are eight now that are six times over and the overproduction
accrued against those overproduced wells is a hundred and
fi{+y-seven thous=nd in December and four hundred and twenty-
four thousand at th§ and ofrFebruary.

Now, if we get into the allowables themselves that
have been issued by the Commission since the first of the
year and compare them to allowables for the first four months
of 1976, we see the Basin-Dakota allowables are pretty much
the same as they were. The Blanco-Mesaverde allowables have
been fairly stable, they are probably somewhat higher than they
were last year. The South Blanco-Pictured Cliffs allowables
by virtue of the methods that apply in pool balancing have
actually been less this year than they were last year. The
Tapacito~Pictured Cliffs allowables have been less.

For the prorated pools in Southeast New Mexico, the

- Y9 ® o - 4 e, PN - - e o~ - - - rxy.
allowables in the Atoka-Pann have besn less than thsy wears.

The Blinebry allowables have been higher than they were. The

Buffalo Valley allowables are somewhat less. The Burton Flat

allowapies are less than they were a year ago. 7That was

Burton Flat-Morrow. The Burton Flat-Strawn allowables are up

The South Carlsbad-~Morrow

higher than they were a year ago,

o e e A AT N |
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f  ' 1 |i allowables are about the same, possibly a little bit less. Th
% i 2{ Catclaw Draw allowables are less than they ware a year ago. Th]
E. * . 3 || crosby-Devonian allowables can't be compared because it was
4 || a1l marginal a year ago. The Eumont allowables are well above
3 B 5 || what they were a year ago. Ths Indian Basin-Upper Penn
6 | allowables are about the same, possibly a little less, The
? 7 || Jalmat allowables ars a little bit less, or just about the
8 samé, maybe a iittls kit lsss. The Tustis-Glorieta allowables
g oll are well over what they were a year ago. The Monument McKee
%:&; 10 | allowables are about what they were a year ago and the Tubb
;%32 11 | allowables are higher than they were a year ago.
Eg'ﬁé 12 Now, if we make an analysis of the overproduced walls
$E~
E:‘;’g% 13| that we have, this is a summary of three pages of the over-
% Ez':_é 14 || produced wells in Southeast New Mexico. Now, I took the wells
%Gg 15 | that wers overproduced at the end of February and I compared
g 16 || those wells with the wells that were overproduced at the end
. _ 17 | of December and if there had been a decrease in overproduction
18 || of those wells they were eliminated from the comparison. If
;“' 19 || a well had an underproduced status at the end of December and

26 || now has an overproduced status it is included in the summary.
21 || 1 put down the amount of overproduction that the wall had at

0 22 | +he and of February in the first column. I put down the incre#e

S

hat wall had exverienced from Decemner 3lst

-—

e lc ] 5 .o P
22 I 157 overproduction

» 24 | to February 28th, a two month period, in the second column.

i . - 25 | Then I tabulated the March allowable for that well, not the
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pool allowaisle but the individual well's allowable taﬁing into
considaration the size of its proration unit and so fdrth, its
acreage factor. Then I took the increase in overprodﬁction as
a percentage of the March allowable to see what increase in
overproduction these wells had experienced in terms of one
month's allowable during this period of time and you will see
that wells that had an inorease in their overproductién,
ranging from just two percent up to a high -- I think the high
well on here is seven hundred and some percent. Ther@ is a
well in Eumont there that in the two month period had an
increase in overproduction of seven hundred and twent§-six
percent of its March allowable. In other words, duriﬁg the
two month pericd it produced its allowable plus sevenjtimes
its allowable. !

Now, it is normal under gas prcrationing iniany
winter season for wells to go into an overproduced sthtus or
pools to change their balance from a less underproducéd status
to a more overproduced status. So some figure in heﬁe in this
column on the right-hand side is an acceptable figur{ that
shouldn't cause any cause for concern whatsoever becéuse it is
normal to expect in a two month period, January and écbruary. ‘
for wells to overproduce. I don't know what that fiéure is.

The Commission in establishing its gas proration rulés, l

|
1z could ha avernroduced by six times
]

- — = te -

their allowable and not be subject ©o shut in, So aéparently
H
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the Commission when they established that was thinking that
wells during the high demand winter season are going to well
overproduce their allowable and we are not going to shut them
in if they go as high as six times over. So there is some
figure in there that the Commission has adopted as being an
acceptable figure fo." overproduction. I think if you go to
fifty percent of the allowable you will find that there are
only thirty-ﬁwé welles on this list in which the overproduction
increased during January and February exceeds half of a March
allowable.

Now, in looking at these pool statuses, there is ons
pool in particular that shows a lot of overproduction in
Southeast New Mexico. That is tha Indian Basin-Upper
Pennsylvanian pool. That shows that the twenty-eight over-
produced wells in that pocl have a total of six, point, eight
million MCF or six, point, eight billion cubic feet of over-
production against them. Now, things aren't as bad as they
look in that pool because we have had gas balancing suspended
in there for a period of two years. The pool will bs balanced
the first of -- at the beginning of this next proration period
for the first time, as soon as we have the March production
in.

aAnd I just looked at the seven wells in that pool
that had the most underproduction and every one of those

seven wells during the iast tiiree wonths, which ien't a
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cancellation period or reclassification period bhut it would
include December, January and February, the last three months
that I had and none of thoss saven wells had made its allowable
during any one of those production months, or hadn't made its
average monthly allowable during any one and those seven wells
have a total of seven, point, two billion cubic fest of under-~
production accrued to them as a result of the suspension of thj
balancing rules in the pool for two years. So ycu take that

seven, point, two billion and put that back in the pot and

this pool is not in near the condition, these ovarproduced

There are only a few wells in the State of New Mexic
that are in a bad position. As far as pipelines are concerned,’
I don't know. I think the pipelines might be in a worse
position than the pocls are because it appears that some of
the better wells that they swing on are the ones that are in
trouble, so to speak. It's unfortunate that some of the bettex
wells seem to have some of the smallest allowables and they
have been produced heavily the last sixty to ninety days and

as a result they are a way overprcduced.

I don't have any specific recommendation. I think “’
what the Commission should actually do is defer any action on
this final decision in the matter until after we've got the
March production in the machines and tabulated and after the

pools have been balanced. This is the end of the proration d

P~
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reriod, it's a one year periocd, this is the end of 1it. We

are going to see a lct of change in status. Now, some of
these wells that are severely overproduced, no amount of
redistribution is going to get them out of the hole. However,
these walls have produced their allowable and then some and

if they are subject to shut in it won't deprive them of having
had some production beecsuss they certainly have had some
production.

But if we look at these wslls that are in bad shape,
in the Northwesgt ws now have sight wells that are six times
over. The first well has a hundred and six thousand MCF over-
production., Its current allowable is eleven thousand.

We have a well in the Blanco-Mesaverde that has
eightyv-£five thousand overproduction. 1Its allowable is
eleven thousand for the month of March.

We have a well in the Blanco-Mesaverde. that has
ninety-seven thousand overproduction. Its allowabla is about
twelve thousand for March.

We have a well in South Blanco-Pictured Cliffs that
is twenty~one thousand, five hundred overproduced but its |
March allowable is only fourteen hundred. It is fifteen, pointn
two, seven times over.

We have another well in South Blanco that has a
total of twenty-six thousand MCF of overproducticn.’ its

allowable ie only sixteean hundred and it's sixteen; point, &wo,

e 1.



3jiover, The first one is forty-~eight thousand, it has an

4| allowable of two thousand, so it is twenty-three, point, seven

T . 5| times ~- seven, nine times over.

6 We have another well that has an allowable of twenty-
7 nine thousand, five hundred and sixty-sevan or an ovorproductiql’:
g || of twenty~nine thousand, five hundred and sixty-seven and its

91 allowable is thirteen hundred, so it's twenty-two, point, five,

10 || five overproduced.

service

; . Page 17
. ’ 1 (| saven times overproduced.
, 2 We have three wells in Tapacito that are six times

Santa Fe, New Mexico 87501

o g ~ 11 We have another well in Tapacito that has a total
o ~
. gg § 12 || overproduction of forty-eight thousand, seven hundred and
‘ $82
£§§;§ i3 || ninety, with an allowable of four thousand, so it‘ is twelve,
N E g%é 14 || point, two times overproduced.
- Ebg 15 By the way, theve latest figures I have given you
- ) 3 16 | have been handpicked off of the C-11ll's, they haven't gotten

17 || into the machine yet but these are current figures through

18 || March on these particular wells.

19 Now, in Burton Flat~Morrow we had one well that vwas
20 | 8ix times over but now with the April production and the April
IR 21 |} allowable attributed, the March production against the March

»: - 22 || allowable, that w=il is no ionger six times over. It is
23 || heavily overproduced but it's not six times anymore.
24 The well in Catclaw Draw that has been subject to

. 26 | curtaiiment for several months because of overproduction is
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V]istill six times over,
: 2 Getting into the Eumont Pool we have one well that

3 1has two hundred and six thousand and seventy MCF of over-

4 I production with an allowable of thirteen thousand for March.

5jSo it's fifteen, point, seven, seven, nine times overproduced.

8 Another well in Eumont has a hundred and twenty-nine

7 || thousand MCF of overprcduction against an allowable in March
8 | of twenty-six thousand, so it is four, point, nine, five times
9 || over.

10 We have a well in EFumont that has a hundred and

11 || twenty-two thousand overproduction against twenty-six thousand
12] allowable. It's overproduced four, point, six, eight times

134 i¢ts allowable,

Phone (505) 982-9212

-
I

And wa have a well in Jalmat that has a hundred
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15 || and forty-nine thousand overproduction against an allowable
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186 | of nine thousand, nine hundred, so it's fifteen, oh, two times

17 | overproduced.

-;wz 18 We have two wells in the Tubb Gas Podl that are 8ix

% - 19 | times over. The first one has a hundred and fifty-five
20 || thousand MCF of overproduction against a thirty-seven
— ' 2t | thousand, five hundred allowable, so it's four, point, one,

| f
- 22 || five overproduced and the other six times over well in the

Pl -]

23 | Tubb has approximately eighty-six thousand MCF of overprocductich
24 i against thirty-seven thousand, five hundred allowable, two,

- 25 Il 5oint, twe, nine timee ovarproduced. i

B T S T e el e
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| | N 1 So that's tha sum and total of the six times over *
v - :
L. 4 2| wells right now in the State. There are fourtaen of them,

3|l elght in the Northwest and six¥ in the Southeast, That's all.
4 Q Mr. Nutter, I would like to clarify the exhibits.
s Il Exhibit One was the exhibit you were talking about at first.
N , . 6|l It shows the comparisons and the pool statuses as of December

7 | 31st and February 28th?

e}

, 3:& R A That is correct.

9 ) And Exhibit Two is a three page exhibit that has in

. 3
vy
o~
-]
a -% g 10| the last column the increase and decrease of March allowable
g i 11 | svarproduction?
S
_ gg:g 12 A Right.
3dg
- §§,§§ - 13 Q Were Exhibits One and Two prepared by you or under }
o= B
Egéé 14 | your supervision? k
e id
g%T
:% g 15 A Yes, they were.
- 8 18 MS. TESCHENDORF: I offer Exhibits One and Two.
5 17 MR. STAMETS: Exhibits One and Two will be admitted. |
Lty 18 (THEREUPON, OCC Exhibits One and Two
T
. ] = 19 were admittaed into evidence.)
f
" t 20
- ™
) " 21 CROSS EXAMINATION
. y‘ 22 || BY MR. STAMETS:
) i"'? 23 0 Mr. Nutter, if I understood your recommendation
1wt
. 24 | right, are you suggesting that we ghould make this next gas
—== i 26 | proration schedule a part of the record in this case?
- : - '1' \ n

g
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A I think that would be appropriata, The fiqures are
pretty well going to speak for themsalves., The Commission has
so many different options open to it in a matter like this.
They can grant total amnesty to overproduced wells during the
last threes month period. Thia could easily be accomplished
by just inserting additional allowables to overproduced wells
like you would reclassification without disturbing the balance
in the pool by increasing ths allowabls. You could increase
allowables retroactive to the pools, however, this throws the
whole pool out of kilter because you will be increasing

5 underproduced wells as well and I den‘t think

\

underproduced wells are presenting any problam hare today at
all, The thing is advertised to consider what if any special
consideration would be given to underproduction approved wells

during the period of suspension. I don't think anything has td

be done for the underproduced wells,

Another method of doing it would be to leave all
the status as is, no amnesty, nc forgiveness of ovarproduction
no additional allowable put into the pcol, no rediastribution o
some boogie factor that is put into it but just extend the

period in which wells could make up their overproduction.

picture right now to decide which of these optione the

I think that we don't have snough of the total
Commission should take. I think you have an idea of what the l

overall picture is but the statistics that are meaningful are

we ¥

e S e B SR R
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not complete since we don't have March production, so if trcoran

March figures can be considered whan the decision is made it

will make a better decision possible.

& Do you think we will ever be able from the records
that the Commiseion has to really put a number on what effect
this suspension of rules has had concerning the gas shortage?

A We haven't experienced a real increase in gas
production any of these months, I don't think., Now, thare hag

been a dacline in some wells, I'm looking at the overall gas

production for the State and we haven't Seen that occur. Some
of the wells have produced a lot more than thay normally would

then other wells have declined ang are producing less. I don'4

has been.
o To your knowledga hag +ha Conmission attemptead to

find out if the Secretary of Interior was doing anything

in the crisis to try and increase the overall supply and not
just speed up the use of the existing supply?

A Yes, a letter of inquiry was directed t0 the Secreta
of Interior and to ny knowledge'he hasn't replied.

Q Looking at your Exhibit Number One it appears as
though we are not talking about too many wells being in
trouble. You have fifteen wells that you figure might be
somewhat more or somewhat less at the end of the next month?

A The number of wells that we are concerned with is a

o B e
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smal) number of wells. As I mentioned before, it may be more
of a pipeline problem than it is a well problem because the few
wells that are in trouble are shut in and the pipelines are
going to lose a lot of their swing wells.

MR. STAMETS: Are there any othar questions of the

witness? Mr, Maxwell?

CROSS EXAMINATION

BY MR. MAXWELL:
Q Mr. Nutter, are any of those wallr in the Northwest,

wallg that tha avarnrodunceion iz caussd Lbscause of faliurxe to

time before they got the tests in then they didn't have any |
allowable during that period?

A I don't know.

Q Have you got some Linco wells on there?

A There are a couple of Linco wells, right,

o T think that's their problem, they didn't file timelﬂ
tests{and produced.

A The &2llowables on the wells are very small but the
overpioduction is there but maybe the allowable wasn't a
curreﬁt allowable but that is what is assigned to them.

MR. STI.XXTS: So there can be factors other than

ths current demand which could alffect the overproduced status

A e <t g 2
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A Poasibly so.
MR. STAMETS: Any other questions of the witness?

| He may be excused.

{THEREUPON, the witness was excussad.)

MR. STAMETS: Who would like to go next?

MR. NUTTER: Do you want this Presidential document
as part of the record? We can offer it as an exhibit also.

MR. STAMETS: Yes, I think it would be well to have
that for the record. Would you like to call that Exhibit
Number Three?

MR, NUTTER: That will be Exhibit Number Three.

MR. STAMETS: Exhibit tuwber Tnres will be admitted.

(THEREUPON, OCC Exhibit Number Three was

Admitted into evidence.)

MR. STAMETS: Mr. Caton, do you wish to go next?

MR. CATON: We would like to defer at this time.

MR, STAMETS: Mr. Schmidt?

MR, SCHMIDT: My name is Rand Schmidt. I'm with
El Paso Natural Gas and for the purpose of presenti.., cestimon
in this hearing I have a letter asscciating myself with the
Morntgomery, Federici firm,

I have ona witness which I would like to present

and he has been previously sworn.
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E. R. MANNING

called as a witness, having been first duly sworn, was examined

and testified as foliows:

DIRECT EXAMINATION

BY MR. SCHMIDT:

Q Will you please state your name and residence?

A E. R, Manning. I live in El Paso, Texas.

Q By whom and in what capacity are you employed?

A I'm employed by E1 Paso Natural Gas Company as Chief
Proratiocn Enginesr,

Q Have you previously%testified before this Commission

in Case Number 5872 on February llth of this year?

A Yes, sir.

1} Are you aware that this is a reopening of that case?
A Yes, s8ir, I am,

0 Did El Paso Natural Gas subsequent to February llth

file an application in the matter of the final disposition of
overproduction and underproduction which acerued during the

period of suspension of Rules 15(A) and 15(B)?

A Yes, sir, we did. } | |

] Are you aware that E; Paso's application relative
to this overproduction and und?rproduction has been combined
with this reopenad Case 58727

A Yes, sir, I was told: that,
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Q Are you familiar with El Paso's case in this hearing?
A Yas, sir; I am,
MR, SCHMIDT: Are Mr. Manning's gualifications
acceptable?
MR, STAMETS: They are.

Q (Mr. Schmidt continuing.) In what capacity does

A El Paso appsars here today both as an interstate
pipeline company and as an operator of gas wells in the State
of New Mexico.

(1} Are you aware that an emergency existed during which
tie Sec¢isiary of Intarior aakad all operators to produce
all wells on Federal acreage to help alleviate the national

shortage of natural gas?

A Yes, sir, I'm aware of that.

Q Are you alsc aware that the New Mexico 0ii Conserva-
tion Commission issued an emergency order on January 27th,
1977 suspendingkﬁules i5(A) and 15(B) whereby overproduced
wells could be produced during this emergency situation and
that the Commission issued another Order R-~5373 to continue
that suspension until further order of the Commission?

A Yes, sir.

El Paso take any action in line with this !

ail

Q Di
request in this suspension of rules that helped to alleviate

the emergency shortage of gas? i

H
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A Yes, sir, we did. El Paso turned on every well
permitted to produce regardless of its gtatus of overproduction
El Paso's customers and those of the Northwest Pipeline made
arrangements with customexs in the eastern paét of the United
states whereby we helped deliver approximately three hundred
miliion cub’c feet of gas per day by displaceﬁent to customers

in the eastern part of the Unjited States.

0 is Ei Paso still delivering gas through this
displacement process toO the customers in the northeast area
of the United States?

A No, sir, we are not.

Q In producing all wells connected to El Paso's system
at the time in question did El Paso do anything contrary to
what might be considered normal operations? ‘

A Yes, sir, we didg.

Q Would you elaborate on that, please?

A In normal operations El Paso or 1n5normal El1 Paso
operations we continually monitored the statﬁs of all prorated
wells so that we attempt to maintain every wéll in such 2
status that it can be produced at any time ﬁesired. In other
words we try to keep the wells less than sif times over-
produced while at the same time attempting go balance all wsll#
during the proration period. With this typé of operation we

have every well available for production shéuld a condition

ariss whis

vamiiras maximum production from our system.
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Q in continuling to produce all of these wells have som%’
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puring this emergency period E1 Paso turned on every

well connected to its system, This caused some wells to become

reater ovarproduced than we would have had them under

r~t
be oA R

normal operating conditions.

Q Ynu are aware, are you not, that this national
emergency is now over?

A Yes, sir, I am.

Q pid E1 Paso begin curtailing preduction from ovar~-

produced wells after hearing of the and of the emergency?

A

and is continuing to produce all wells & s &£ima Aua toO

of the wells become overproduced more than six times the
average monthly allowaktle?

A Yes, we estimate that we will have some seventeen
wells by the end of April which will have overproduced from
gix times to as high as twenty-eight times its average monthly
allowabie.

“ Q Have you had an opportunity to study the individual
wells connected to El Paso's systen that are in a highly over-
produced status?

A Yes, sir, I have.

] you have 1ocked 2t +hase,overproducea wells and

b g T

A No, we didn't. El paso continued to produce all wel r

R | ‘ |
[ e ‘
t=




>

N ‘ 1 || compared their status and the number of days called on to

produce with surrounding or offset wells in the same pools?

Bcmriaatiala. oot diREE s
N

3 A Yes, sir, I have.

E 4 0 Have you prepared an exhibit for the convenience of
6 i the Examiner?
Lo 6 A Yes, sir.
. 7 Q Would yvou please identify and explain this’ exhibit?
) 8 A This Exhibit is numbered Number One and itf‘ contains,
— 5:,‘ 9 I beiieve sixteen pages of data which consists pf plzats,
% ..;é: 10| 1ocation plats, which have seventeen gas wells in various pooqu
_j & §E§ 11| that became increasingly overproduced during the emergency
-
- g%‘gg 12| period. Now, these overproduced wells are identifie‘;d by a
ggg% 131 gircla around tham and each of these wells produce into El Pasd's
: 'g gfé 14 1l gystem.
;ég 15 Q And you estimate that each of these wells jwill
i S 16 || probably be at least six times overproduced by the end of May?
:_ 17 A Yes, sir, according to our projection. v
18 Q Okay.
- - 19 A Now, these particular wells, and their cox%rasponding

20 | offset wells, have an "M" slightly to the right, or an “NM"
21 | glightly to the right of the well location. The "M"j indicates

- 22 || ¢hat this well is marginal and the "NM" indicates tﬁat this

23| well is nonmarginal.

24 Therse also appaars two numbers there, one over the

26 | other. The upper number indicates the mumber of measurement
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days in February and March. The lower number represents the

number of days this well was called upon to produce.

Q Now, you have also jdentified each of these wells by
name, the well name, the operator and the pipeline, is that
correct?

A That is correct., For instance on the first page here
the well with the circle around it is Shell's Argo Well No. 5,

going into El Paso Natural Gas Company's pipeline. It is a

nonmarginal well. It had measurement days, fifty-six measureme
dave and it was called upon g#ifty-six of the days to produce.

To the west of that wall is Sun's State L.and 15 No. 4

v

Here is a marginal well, it goes to Northern Natural Gas's

pipeline.

T understand it, pages one through six

L =l]
(o]
o)
0n

represent seven wells in Southeast New Mexico and pages seven

through sixteen rapresent ten wells in Northwest New Mexico,

is that correct?

A Yes, that is correct.

Q Okay. What have you done with respect to offset
wells that are not flowing into El Paso's system?

A ¥Well, offset wells which are not operated by El Paso

or connected to El Paso's system do not show the number of

days that they were called upon but it was assumaed that they

were produced for all of February and March as they were equal

4

affected by the Secrstary of Interior's plea for addaitionail i
|

\‘«-"""“ )
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gas.
Q Mr. Manning, what conclusion have you arrived at by
studying this data?
A Waell, based on the Secretary of Interior's request or]

on this Commission's emergency order of January 27th, 1977 and
on Order Number R-5372 dated February 1llth, 1977, it is my
opinion that every well shown on the exhibits wers called upon
to produce every day during the emergency. Now, whether offseﬁ
wells actually overproduced or underproduced is irrelevant.
All individuals or firms had the opportunity and the moral
obligation to produce their wells at maximum rates to help

alleviate our country's gas crisis.

n My, Manning, should the suspension of Rules 15(A)

and 15(B) as promulgated by Order Number R~1670 as amended be

ﬁ terminated today what would E1 Paso's plan of action be?

16

17

A Wall, E1 Paso would be required by Rules 15(A) and

15(B) to shut in all vells overproduced six times or more.

24 ||

S % |

El Paso would also shut in as many of the overproduced wells
as possible and still maintain the necessary high priority gas
supply to our customers.

Q When you say shut in as many of the overproduced
wells, you are talking about the wells that are less than six
times overproduced?

A Yes. gir, there will ¥s soms wolls that will be Il

less than six times overproduced. "

R




sid morrish reporting service

General Court Reporving Seivice
825 Calle Mejia, No. 122, Santa Fe, New Mexico 87501

Phone (505) 982-9212

10

1"

12

13

14

15

16

17

18

19

21

23

24

H

Page 31

Q Okay. What action does El Paso recommend that the
Commission take concerning the suspsnsion of Rules 15(R) and
15(B) ?

A El Paso recommends that the suspension of Rules 15(A)
and 15{(B) be terminated effective at the end of aApril, 1977
business month, We recommend ending the suspension at the end
of the reporting month's business g0 that we will not have to
split integrate any of our measurement charge or to otherwise
divide the monthly production into emergency type production
and a normal moath's production and even though the emergency
order E-30 was issued by the Commission on January 27th to
be effective at twelve, oh, one A.M. January 28th, we recommend
that the beginning of the business month of February be the
official beginning of record keeping for this emergency
production.

Q Mr. Manning, if the Commission decides as a result
of this hearing today to end the suspension of Rules 15(A) and
15(B) how do you rscommend the Commigssion deal with the over-
production accrued during this time?

A As a matter of happenstance April 1lst became the

date for cancellation and redistribution of allowables for all

prorzted pools in New Mexico. We recommend that this cancella—’
tion and redistribution be done as in any cther year. This

cancellation and redistribution could lessen the amount of

overproduction that has accrued to some wells., Along with thiﬁ
|
]
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age

1 || cancellation and redistribution we recommend that the Commissiof
! . R 2 || compare the status of each well at the end of January, 1977 wit#
< 3| its status at the end of April, 1977 and assign the lower value
4 || of overproduction to each overproduced well. In other words,
6 || what we are saying is that we recommend the Commission carry
— 6 | forward the status at the end of January but if by cancellation
7 || an@d redistribution the overproduction accrued to any well

8 | becomes less after the cancellation and redistribution that

; - 3 9 [i value would be used for the beginning status for May 1977.
[ 2
E , ~§ né 10 Q Mr. Manning, then what you are saying might be
m ». i-_?:%g 11 || considered a policy of forgive and forget during the emergency,
3 N A A
—_— &gfg 12 || is that correct?
£ ‘gi% 13 A That is correct. El Paso Natural Gas Company as well
: S~
‘ m ggfg 14 || as many other companies reacted in good faith to the national
- fg‘ag 15 | emergency by supplying gas that otherwise would remain in the
7 § 16 || ground for our customers' future use. If we are now penalized

17 | by not being able to operate status quo, gas storage operation

18 Il could suffer and then our customers could be placed in jeopardy

19 || during the next heating season.

20 El Paso needs this production in order to have its

- 21 || storage filled by the beginning of the next heating season. Fﬂr

‘_ - 22 l this reason we feel the Commission should carry forward the
N

status of the wells as we have recommended.

24 Q Do you believe that the correlative rights of any

’ 25 | aperator would be violated by this prccedure?
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A No, 8ir, I don't., If every well were producing at
its maximum ability throughout this emergsncy period then
svery well has had the opportunity to produce equitably. I
feel that their correlative rights were protected, not
violated,

Q Do you feel that this manner of accounting for the

gas will create any waste?

A Well, in my opinion no waste has occurred due to thig
action.
a If I may change the subjsct slightly, ons matter

that was to he considered today or other factors which may
have rastricted pipelines' abilities to conanect new wells or
otherwise deliver gas to the area of the‘national gas
emergency. Has El Paso encounterad factors that tended to
restrict its ability to connect new wells to its gathering
system?

A In the San Juan Basin we have not experienced any
great difficulty in being able to get clearances to connect
new wells, In fact, I have been advised by those concerned
with these matters in the Farmington cffice that seemingly
there is more effort or more effort has been expended by
responsibl: Federal government agencies to help expedite these
clearances.

0. Do you have anything further you would like to

present in this case?

s
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. ‘ t A No, six, I don't, that pretty well wraps up what I
. 2 | have to say.
k - 3 Q Was Exhibit Number One prepared by you or under your
9 | 4 | supervision?
5 A Yes, sir, it was,
- 8 MR, SCHMIDT: Mr. Examiner, I have no further

7 I questions.

8 MR. STAMETS: Are there questions of this witness?
— ;o: 9
® 8 10 CROSS EXAMINATION
i} | BY MP. STAMETS:
e
Bias §§§§ 12 Q Mr. Manniny, you indicated that El Paso made three
| <Jdg
' _ﬂéa’f 13§ hundred million a day available for the Bast, how much of this
N Rl
ggﬁé 14| was New Mexico gas?
-
- 3 15 A I have no idea. Mr. Examiner, I guess we really
® S
) g 16 { helped transport three hundred million a day. The deal was

made -~ the California custcemers, our customers in California
made the deal with the customers in the East. We were just
an intermediary in this.

Q So it could have been a very small amount or none at
allz

A Well, no, in my opinion I believe there prokably was
scme New Maxico gag, it could have been a substantial amount

but it is very difficult to trace out what molecule went where

on it,
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‘ 1 1} Now, a concern in a situation like this, dealing with
4 | 2 [ overproduction, dealing with allowables, prorations, is to
- 3 ! protect correalative rights and I believe what ybu have said
4 | here is that everybody should have produced averything they
6 || could during this period of time and in your opinion everybody

6 j| had the opportunity to procduce and you feecl that correlative

= 7 || rights had been protected, is that correct?
8 )-8 Yes, sir, thay had been granted the opportunity.

9 Mr. Examiner, as maybe a little further clarification|

10} on this, if you will refer to the first page of our Exhibit
11 Il Numhar One, T would like to point out something to you on it
12 % that concern these wells and the surrounding wells. For

13| instance, the Shell Argo No. 5 had fifty-six chart days or

Phone (505) 982-9212

14 | measurement days and it was called on fifty-six days to operat

General Court Reporiing Service
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§
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15 || The latest shut-in pressure on that well was five hundred and
16 || £fifteen pounds. That well has what we call a YAQ which is
17 || year to day average ability to produce of two million a day.

— 18 Now, toc the southeast of that well, Gulf Eubank, has

. 19 || 2 marginal well, No. 1, and it goes into Northern Natural

20 || Gas Company's pipeline. It has a shut-in pressure of five

~ 21 hﬁndred and six pounds. I do not have its comparable ability
: agl T 22 | to producas.

| 23 _ To the west of that well, going also into Northern
24 ﬁatural Gas's pipeline, Sun has their State Land No. 4. It

- 25 | has a shut-in pressure of six hundred and seventy-two pounds.

PR e
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To the northeast Northern Natural has the Marathon
Warlick C No. 1 which is also a marginal wall with a2 sghut~in
pressure of five hundred and seventy-one pounds.

And to the north of that well El1 Paso has the Shell
State 15 which has a shut-in pressura, it's a marginal well
also, a shut-in pressure of four hundred and ninety-two pounds
and it hasran ability to produce of two hundred and fifty-eiqhﬁ

It is hard for me to visualize any drdinage under
there when the offsetting pressures are higher than the good
well, So in my opinion I don't believe any correlative rights
were violated.

0 Okay, now, so turn everything loose, produce all
you can and you protect correlativé rights, so is what you are
saying is that there is no need to prorate?

A, No, s8ir, I'm not saying that there is no need to
prorate. I'm not saying that at all. I'm just saying, don't
penalize us for trying to help out.

o Should we suspend prorationing during the winter
nonths?

A ¥No, sir, that is not ny recommendation here today.

Q Are ycu saying this is a one-shot deal that we shoul
forgive and forget?

A I would like for you to consider this as a one-shot

deal and forgive and forget on thiz but T can't with all clear

conscience say that I believe this is going ¢o ba a one-shot

“
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deal. I would suspect that this may happen again next winter,
Q Is one of the overproduced wells connected to
I‘El Paso’s system? This well that Mr. Nutter showed on his
exhibit that increased its overproduction by something like
seven hundred and twenty-six percent of its May allowable?
A Which one was that? I feel sure it is but I would

lika to check it out.

Q Okay, Mr. Nutter indicates that that would be the

well on page two of your Exhibit Number One.

3
® >3
=§ § id A All right, air,
giﬁ 11“ Q@  No, I'm sorry, page three, the Continental Britt B.
s
g{ga 12 A Page three, Continental, Would you repeat the
X33
§§9 i3 | queetion, please, sir?
go-§
Q & .
'§§§ﬁ 14 0 All right, I believe the gqussction was,; I'1l have to
SH .
:5 % 16 {| rephrase it, but Mr. Nutter during his testimony mentioned a
] 16 | well in the Eumont Pool which in this period increased its
17 i overproduction seven hundred and twenty-six percent of its
18 | March allowable. Is that a well connected to El Paso's
19 || system?
20 A It very well could be, although I haven't broken
21 | mine down on percentage increase. We can run it out here real
22|lquick and determine if it is.
23 0 Just for ths moment let's assume that it is that
24 | Continental Britt B which is on the the third page of your
%5 | Exhibit Number One?

7
|

!!

Gelbeei o
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1 A All right, sir.
B 2 Q Do you know how much acreage is distributibls to
3 | that wel1? “
4 A Yas, I do.
) 5 Q How much?
6 A Forty acres. Now, let me expand on that a little big
7 # with you, Mr. Examiner, if I may.
8 Q Go ahead, please.
7 g 9!! A This well is what an Oklahoman would consider a bazn
-8 :é 10 || burner. Unfortunately, Continental is boxed in there by Arco,
) izg 11 || Gul£, Citgo, Union and Amerada. There is ro way they can get
€E§§ 12 | agaitional, continuous and contiguous acreage for this well.
::’é’g% 12l ey, 1et's gtart with the Amerada Adkins No. 3 to the northwest
ng‘:é 14 || which is connected to Northern Natural Gas. It has a shut-in
-%Lg 15 || pressure of six hundred and thirteen pounds.
g 16 Mcving to the east, Union of Texas Britt B 1 is a
17 | nonmarginal well also connected to Northern Natural Gas. It
18 | has a shut-in pressure of six hundred and ten pounds.
19 Continuing to the east is Citgo Laughlin B No. 5, :
20 | another nonmarginal well connected to Northern Natural Gas with
21: a shut-in pressure of five hundred and eighty-sixz pounds. d
22 Now, we will come to the Continental Britt B 8, or
23| -8 No. 1. This is a nonmarginal well on forty acres, a
24 H proration unit, that has a shut-in pressure of five hundired I
25“ and ninety-three pounds, yet it has a deliverability or = I
I| |
L . A e e
_______ . e
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\ | capability, if you please, of approximately two, point, six

2 imillion cubic feet per day.

3 To the e?st of that wall 1s the Gulf Bertie Whitmire
4 i No. 2, another nonharginal well connected to Northern. It has |}
5 || five hundred and ninety-seven shut-in pressure.

6 Moving to the west is Union of Texas Britt B-3

7 Il connectad to Nortﬁern, which has five hundred and seventy~three
8 | pounds shut-in préssure.

9 To the éast of that is the Arco Gas Unit or Barber

10 {| Gas Unit No. l.b It is a nonmarginal well that has a shut-in

11 | pressure of five ﬁundred andkninety—three pounds and it has
12| 2 capability, it is connected to El Pasoc and it has a capabili

13 || of one, point, seven million cubic feet a day.

FPhone (305) 982-9212

14 To the south of that well is & well, the Amerada

Gerneral Court Reporting Service
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15 | Andexrson No. 1, a;nonmarginal well connected to Northern Naturﬁl.
16 || It has six hundred and three shut-in pounds,

17 And, Mri Examiner, I submit to you that if there is
:_ 18 || any drainage in there it is going the other way, if anybody

- 19 || violates any correlative rights.

A 20 1) It's aﬁl going the cther way?
i z
_ 21 A Well, ﬁhat's the conclusion as an engineer that I
. - 22 || have o draw frc:; ie. u
- 3 0 Have yéu made any reservoir studies in here to

24 |} determine if the%e is enough reservoir underneath this forty

&

- 26 || acres that Continental is on to held all of that gas that's
' i
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1 | coming out of it?
2 A No, sir, I have not.
3 Q Assuming now that the Commission is correct and this

4 || prorationing based on acreage in this pool, which we have had
s | for many, many years, and assuming that this Continental well

is taking out more on an acreage basis than the other wells in

there, are we protecting the correlative rights of the other

0} at the Arco Barber Gas Unit No. 1 on which I have more data

1

approximately a million less ability to produce than the

8 oﬁnérs in the pool?
9 A Well, I think I can analyze that better by looking
12“

13 | continental Britt B-8 1 so I would say that Continental rigged

14 | that rig up in a better place than Arco did down here on the
15 || Barber well and that it is just a better well but nothing ie
16‘ keeping Arco from working their well over oOXx doing what they
17 || can, maybe they have, I don't know, to get an equal amount of
18 || gas that Continental is able to withdraw up there, but they

19,(60 have that opportunity.

20 Q You are not ¢isputing in this particular case that

22 A oh, nc, sir, I'm not arguing that point at all.
23 ‘ MR. NUTTER: It sounds like gshades of the Jalmat
24‘ case over again.

25“ A T wouldn'e touch that with a ten-foot pole.

SR I S

which comes to us. It has the same shut?ﬂn prassure but it had

21 ‘straight acreage formula is the appropriate allowable formula?
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1 0 (Mr. Stamets continuing.) Would you say that all
2 || things being equal and we have nonmarginal wells that the well
. . 3 ]| with the small amount of acreage should receive a smaller

ls in order to protect the correlative rights of the

s {| other owners in the pool?
- 8 A I think that other things have to be looked at just
7 {| rather than strictly an acreage, just the surface acres that

g || it encompasses or that is assigned to that well.

gh,; that avarvthing else is equail,
1o}l 18 it necessary for the Commission to regulate these prcductioﬂp
11 ]| in order to protect correlative rights?

12 A Well, the answer is yés. You have to do that but

reporting service

General Court Reportiny Service
825 Calic Mejia, No. 122, Santa Fe, New Mexico 87501

13 | you do need to condition it with everything else bkeing equal,

Phone (505) 982-9212

14 || but, unfortunately, according to Murphy's Fifth lLaw, everythind

15 |else in the oil field is not equal. This is the one about

sid mo

16 || Mother Nature, as you recall?

17 Q Yes.

|
18 A So every well is not equal. ‘
19 Q You indicated that you have a number of wells which

20 || would have to be shut-in for six times overproduced and a numbdr

21 || of other wells which you probably would shut in, overproduced
" 22 [| wells. How many wells are you talking about there?

22 A We projected to May 1lst and we were in a little bit

22

24 || better shape on our production figures than Mr. Nutter was. W

25 || did@ have an advantace on him in that we had March's production.

U L din i
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1 Il so we used February and March's production and we have projecte
- 2 || for April and we estimate that by the first we will have
3 | definitely some seventeen wells, you knovw: that conld be shut
4 |in and there may be somne others, it depends on the classificati%n _
5 il and redistribution now it fits into the picture.
6 Mr. Examiner, 1 think-- I'm not arguing a big
7 || quantity of gas aad i'm not arguing a pbunch of wells but as you
g | axre aware, g1 Paso has plans for coma 4gas gtorage within the |
3 o || the State of New Mexico and the time for us to go in storage
.8 % 10 I would be in the summer months, 1if you please, May: June, July. (
»gig 11 || August and September, along in there., in ordsr %o get our | |
- %g“zg 12 || storage up and we just don't feel 1ike that we can be denied ‘ l
2%2;% 13 | access to a well such as this Britt B-8 1 in order to |
% 'E ’%%E 14 | maximize our gtorage project, in the filling of it, and for I
iw ;cg 15 | this reason we are asking that we pe forgiven for this over~
“" il % 16 || production that accrued during this emeryency. »
E «'l' 17 o You indicated tnat there would pe some other over-
— 18 produced wells shut in basides those that were just gix times '
. i - i |l over, do you have a number there? |
‘ ‘__ 20 A Yo, sir, I don't. That gtatement was pased on the [
- f - 21 || f£act that if we have some wells that are pushing gix times,
'— 22 || gay five, point, five, we would probably shut those back in
_J 23 || order to have them available during 2 demand, you know, &
24 | high demand for gas.
T 2% \\\ o what it boils down co then would be these seventeen
| i
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wells would be shut in which would make the gas which would be
available then for you to put in storage?

A Yas, sir. If you could grant us on all seventeen
wells here, I feel Like we would be in fairly good shape.

Q And these wells then would not be overproduced on
their current allowables?

A I didn't understand the question.

4 Ckay, 1let's go back and forgive and forget.
A We are just asking you to classify and redistribute

and then take the lesser of the two.

Q Would it be your intention, assuming that fhey all
start off with a zero status, would it be your intention to
produce these seventean wells within the assigned allowable?

A Yes, sir.

Q Mr. Nutter mentioned the possibility of extending
the period of time in which to make up overproduction. Would
this provide El Paso any relief or would this complicate
El Paso's problems?

A We feel like that this would or could lead to some
severe complications with us, inasmuch as it is hard to tell
what the weather is going to be like next winter, whether
another emergency is coming up and then we feel that this
could just go on year after year after year and we would rather

see 1t dealt with on a timely basis and then deal with the next

S Ve
Elieigancy
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1 Q Either way, either shut them in or forget?

2 A We don't want to shut in any of our wells.

3 v} In other words, you might prefer a longer period of
4 ‘time to having the wells shut in?

5 R Yes, sir, but we would have to fall back and reexamin#
6 that a little more.

7 MR, STAMETS: Are there any other questions?

8 || Mr. Nutter?

§ 9
8 %
- 8 10 CROSS EXAMINATION
3
i:
¥ 11 § BY MR. NUTTER:
339
33c
gg‘;g 12 Q Mr. Manning, the President issued his Proclamation
232 |
"§§§ 13 || declaring the previous Proclamation null and void now as the '
:ggzzé 14 | gas emergancy vas terminated on April 1lst but you continued to
R
- s 16 || produce to the maximum =11 of the wslls after the end of the
s 3 A
8 16 || emergency pericd, 1 presume?
17 A Yas, sir, we did,
18 Q Why was that?
19’} A Because we didn't know if the offset people were

20 || shutting in or whether they weren't,

21 0 And you continued to produce this Britt B-8 No. 1
22J in order to protect itself from drainage, I presume?

23r A Yes, sir, it wasn't solely to protect itself from

24 || drainage, Mr. Nutter,

25 Q Now, you mentioned that you would hate to lose this

P
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well as being a source of gas to fill this gas storage project

you are proposing for tiie State of New Mexico. The well has

——

a deliverability into the pipeline of two, point, six million &
day but it's average allowable is something like five hundred
MCF a day. Keally, you are not going to fill much stcrage with
that well {f it is producing under its allowable anyway?

A No, sir, this well is one that we swing on quite a
bit. This is one of the swing wells you referred ﬁo in your

testimony.

Q But it has only got a five hundred MCF swing allowabﬁr

hasn't it? ”
a We are constantly getting this well ten times

ovarproduced and bringing it back down and’then ten times over-

produced, it is just up and down on this well but it is a well

——

we need in case there -~ or mechanical problems, which we can
open it up. Now, we would hate to be going into storage with
other wells and develop some mechanical problems in which we
would have to call upon this Britt B 1 and go ocut there and

the Commission had a lock on it and we would be denied access

to i, So this is the reason. We probably, and I do not u

schedule the gas nor the welle that they produce, but I would

estimate or assume that this well would be one that would be

handled very carefully. u

0 This well's real problem is a lack of acreage, isn't"

|
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A Yes, sir, {t is.
MR. NUTTER: fThank you,

MR. STAMETS: Mr, Kendrick.

CROSS EXAMINATION

BY MR, KENDRICK:
Q Mr, Manning, would you explain the real difference

between this situation and any normal high demand period in a

normal winter, except being preferenced by a Presidential

A Yes, sir, we wouldn't have operated this way 1if it

e

hadn't been a Presidential decree. Well, not necessarily a
Presidential decree but if Secretary Andrus and the Presidentin
decree, we would have continued our normal operation, trying

to, as I explained in my testimony, trying to keep these wells

in a condition where we could call on them whenever we needed r,

ie,

o] But is your operation here substantially different
to any other high demand period?

A During the Presidential decree?

@ During this three months, yes, sir,

A Yes, sir, it is in that approximately three hundred

million cubic feet of gas per day went the other way., 4

Q Wasn't the gas gathered by El Pasp Naturzl Gas ,
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evarything on.

during the periods of high demand, is that correct?

bounce out, but this is getting closer and closer and

California. This is about the time that we weie 1iis a oi

Page
A Some of it was, yes., Of course, Mr. Kendrick, it's
i not normal to have 15{(A) and 15(B) suspended either,
0 I undersatand that but during other winters we have

had periocds of higher demand than we have during periods in

the gummertime, isn't that correct?
A Well, I'm sure --
0 Thig pariod was just an extra high demand period, is
that correct?
A This was what?
!; o This was an extra high pariod of desmand?
A Well, ves, sir, it was. We were asked to leave

Q So really this is a type of situation that proration

is aimed at, to be able to control wells and supply the gas

A Oh, I don't know that I can go one nundred peicant
on that with you, Mr. Kendrick. I probably can agree within
reason on it. I think you aras trying tc relate this to thae

past, Mr. Kendrick. In the past we had a better deliverabilit
these three month spurts, and then fall back, shut in and

unfortunately or fortunately, I guess it's better fortunately

for the people of New Maxico and for our customers east of

«

or better availability and, therefore, we could run these spu s,'
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gas storage project so it seems like there are several things
that have contributed to our dilemna, I guess you would say
if you want to classify it as a dilemna.
Q Did E1 Paso put gas in storage during this three
month period?
A No, sir.

Q None in storage?

A No, sir.

Q Do you anticipate this type of operation coming up
in the winters in the near future?
A I have no reason to doubt that it won't reoccur,

in fact, it probably will. We are told by our weather

prognosticator that these ¢old spells are what, on a hundred

year cycle and 1f you will rscall in the last ten or fifteen

years they have been telling us it is getting warmer and then

‘all at once they tell us the cycle ig over and we are going

back the other way, 50 I would certainly like to be prepared
for it.

Q How long a period do we need of this type before
you would be ready to recommend that prorationing be
discontinued?

A I have no opinion on that, Mr. Kendrick, at this
time.

STAMETS : Nutter.

MR. Mr.
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@
[ S \ RECROSS EXAMINATION
1

2 || BY MR. NUTTER:

3 Q My, Manning, I read the other day that Columbia Gas
4] in Charleston, West Virginia was now paying back five, point,
6| six, five biliion cubic feet of gas they borrowed from

6 || California of Pacific Gas and Electric and Pacific Lighting and
7 || that this gas was now being delivered by E1l Paso to the

8 i California border. Does thig mean that your demand for

g California is now lessened since vou will be delivering gas

‘10 || from the east to the west?

11 A I think ours is a transportation agreement, Mr, Nutter,
12| it is not a volume deal liike that and right now our demand is jL
|

13 not ~-~ the gas, I think, that you refer to and I may be correc

Phone (505) 982-9212

14 ] on this, I think goes into storage in California.

General Court Reporting Service
825 Calle Mejla, No. 122, Santa Fe, New Mexico 87501

16 0 That was what my next question was going to be, if

sid morrish reporting service

16 || they had the facilities in California to accept this five,

17 || point, six, five billion payment back and put it in storage
18 || there or if this would be part of their daily market and that
19 || your market demand on the coast would be lessened?

20 A I have the impression that this is going into

- 21 || storage from what I've read and from what I've heard.

L e e < Aok b A RN e 5o !

- 2 Q But you don't know for sure? l

- 23 A No, sir, I do not know about it absolutely. l
24 . MR, NUTTER: Thank you.

- 25 MR, STAMETS: Mr, Ramey.

e
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1 CROSS EXAMINATION

) : 2 § BY MR, RAMEY:

- 3 0 Mr. Manning, are you putting gas in your New Mexico

4 || storage at this time?
5 A No, sir.

5 Q You are in effect, the smergency is over and you are

fa W
.-

1]
23
(]
(1]

Bl in storage at this time?

g 9 A Correct, we are sort of taking up some slack or, you

-é % 10 H'ﬂ‘,;nc'.-:, we are trying to gat a2 little slack that where we got in

§§§§ 1} a bind in this high demand thing.

ggig 12 MR. NUTTER: Where is the gas going? {

'§§§§ 13 A It's going to California.

g Ef‘% 14 0 (Mr. Ramey continuing.) For their storage, you said

:g g 15 A I don't know. Once it leaves the border there I
3 16l don't know, I'm not sure where it goes. It's a very complicat

17 §| system.

18 Let me confer with my attorney. You guys are

19 | hitting me from both sides hera.

20 {THEREUPON, a discussion was held

21 of the record.) g
22 MR, MANNING: I'm ready again. |
23 MR, STAMETS: Were you looking for an answer to a

24 | question that had already been asked or ones that you thought

28 || were coming up?

T e s g e e
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1 MR. MANNING: I think that infoxmation is privy

-

2 | between the attorney and his client, isn't 147
3 Q {(Mr. Ramey continuing.) Mr. Manning, 4id the

4 | intrastate purchasers have the same opportunity to produce

5| as the interstate during this emargency?

6 A Mr. Ramey, I'm not sure but I would assume they did.

7 If T wera an intrastats operator and you suspended Rule 15(a)

8 H and 15(B) I would certainly take advantage of it.
' - g 9 0 Did they have the market?
- | g :8: 10 A I'm not aware of their market. That’s out of my realk
=§§E 11| of expertize, if I have any.
| Eifg 12 Q Well, unless they had an eastern market there would
) ‘ggéé 13 I certainly be the chance that there could be drainage from
ggié 4 intra to an interstate under these conditions?
:!; g 15 A I don't know what the New Mexico intrastate market
h 8 161 is but I do undserstand that there was some intrastate gas
B 17 )] in Texas, quite a bit of it, that went back to the eastern
18 || coast. Something on the order of a billion cubic feet a
{H, 19 | day, I heard at one time. In fact, as I was reminded here
*;\3‘, 20 | by my attorney, the FPC made a ruling in there that intrastate
- : 21 i gas or they permitted intrastate purchasers to sell their gas I
= 22 || o interstate pipelines that needed it during this emergency
_ 23| period, without being subject to the jurisdiction of the FPC.
24 ) so I would assume that they had the opportunity but I don't |
; - _ % || know for sure that they did it here in New Mexico. )
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1 0 Back to this storage situation in New Mexico, could

s

2 | you explain why there is no gas going into New Mexico storags

3] at this time?

é A Well --

5 0 You explained that you use these wells to swing, to

8 || put gas in storage and such and yet you are producing these

7 | wells at capacity and not filling New Mexico storage.

8 A We don't have a permit for gas storage in the Barker
g 9 || Dome.
8 %
.E 8 10 Q I'm not talking about Barker Dome, what about your
»®
g §=
uézg“ 11 )| storage in Southeast New Mexico which you used for your custome#:s
8 §s3 L
‘g‘i‘;g 12 r east of California.
S5~
0{45“”
; §&;5 i3 R That's not an ideal storage place and we have, as
S~¢&
'E E:‘z’é 14 || T recall --
85§
- 3., 15 1] But you have used it for storage for years?
®
3 16 A We have used it, ves, sir, and as I recall, looking

17 || at the daily report on that, we have some eleven billion cubic
18 || feet of gas in the storage now and these are east of California}
19 || customers, this is gas for east of California customers.

20 Q What is the capacity of that storage?

21 A I would guess now, arcund twalve to fourteen billion.
22 || It's not much and it's not an ideal storage place. We have

23 || quite a bit of gas in it. I think it was eleven point somethirn;.
24 Just a minute, let we confer with one man here and |

2% || maybe he can give me that. He doesi't kncw, but for all |
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N 1 || practical purposes the storage is full. If we put anymore

2 || gas in there there is tarrible leakage in it and there are
3|} some wells there that possibly could have infinite reserves

4l in them as long as we kept the storage full that, you know, or

5| in the area where our storage is.

6 This storage project, the Rhodes is the one you are

7 {| speaking of, is that correct?

8 0 Yas.

9 A This is not the storage which I'm referring to. We
10 | have, as you are aware, we filed an application for Barker

11 | Dome which if everything jells richt we will use that as a

12 | storage. We are also in another project in the Clay Basin of

Jtah which is an exchange type and a transpeortation type of a 1

-
(&)

Phere (505) 982-9212

14 || deal with Northwest Pipeline in storing gas that Mountain Fuel

General Court Reporting Service

825 Calle Mejia, No, 122, Santa Fe, New Mexico 87501

15 || owns the storage project and we are riding piggyback on “

sid morrish reporting service

16 || Northwest Pipeline and these are the two main storages that

17 || T'm concerned with right now.

A 18 Q Will your Barker Dome storage, will you be able to
- 19 | utilize that gas for New Mexico customers?
: 20 A Yes, sir, that is east of California customers and

4 |
' 21 | New Maxico is an eagt of Califcrnia guetomar.

2 5 What kind of a stand is taken by the Energy Board at

5

L . 9\
ﬂﬂﬂif’iéj 23 || this time?
24 A I don't appreciate it.
‘ - 25 MR. STAMETS: Mr. Manning, I &id want tc clarify thi%

[
————
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data problem, you

make the aeffactiva dats of the Smergenay and I'm not sure
whether to go back retroactively to start it but the effective

date the beginning of the meter month or the business month

of Febma@:% /~9 ?7

MR, MANNING: We can sort

Yes, the business month,
of forgive those three o four days that ware in January,
MR, STAMETS: And then the 8ame thing would be
true --
MR. MaNNTING: HWe would like for you to end it on

May lst, that would be the bast thing, at the end of April'g

business,
MR, STAMETS .

Okay. Mr. Schmidt, have You offareqg

MR. SCHMIDT: If I haven't I would like to offe;
my exhibit at this time,

MR. STAMETS . Exhibit One will be admitted at this

time,
(THEREUPON, E1 Paso Exhibit One wasg
admitted intg evidence, )
MR. STAMETS. Any other questions of the withesas
He may be excused,

(THEREUPON, the witness was excused, )

MR. STAMETS: Mr. Hammer?

MR, HAMMER: Mr, Examiner, 1'pm Rober+ nammas with

I
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i j Northern Natural Gas Company, Omaha, Nebraska, associatad with ﬂ
B 2 {| the firm of Rellahin and Fox. We have some testimony which

3 || contains the bulk of what we plan to put on today and we have

4 | an exhibit attached to it which we will take cff for tiie

6 || convenience of the partiaeas.

7 ALTON DEAN FULLER

g || called as a witnessg, having heen first duly sworn, was examined

g || and testified as follows:

2
g °
s & 10 b _
§;~ 1 DIRECT EXAMINATION |
- E E'o'gj
. et 12 | BY MR, HAMMER:
R 32
- zg:;?; 13 0 Would yon state your name and residence?
Sg }
Q
:Egié 14 A My name is Alton Dean Fuller and I reside at
33 [
,.E ; 15 || 2406 Goddard, Midland, Texas.
.a 0 .
g 16 Q By whom are you employed and in what capacity?
\ 17 A I am employed by Northern Natural Gas Company as the

18 || Production Engineer for the Permian Region Gas Supply

oo

U7

19 || Operations Department.

,,;:,,.,...*--mmawl;
t
b —

] 0 Q Have you ever testified before the 0il Conservation L
- 21 || Commission of New Mexico? '
- 22 A No, I haven't.
? 23 Q Would vou brieflv dascribha vonr educational back- i
| 24 P around and vour nrofasssicnal cxperiencs?
- 25 A I graduated from New Mexico State University in
ﬂ
WL e, ARSI e -
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Las Cruces in 1970, having received a Bachelors degree in
mechanical engineering. I was employed by El Paso Natural Gas
a8 an engineer in the Technical Services Department of the
Permian Division from 1970 to 1973. I was involved in many
facets of the gathering, treating and compression of natural
gas, I am presently, and have been for approximately three
‘'years, employed by Northern Natural Gas. I am the Production
Engineaer for the Parmian Region. I have maintained gas
supplies by administrating contractual and economic assistance

to producers within guidelines laid out by the regulatory

bodies and by Northern's management. I am also a member of
Jthe Society of Petroleum Engineers and the American Soclety of
Mechanical Engineers.

MR, HAMMER: Do you have any questions regarding
Mr. Fuller's qualifications?

MR, STAMETS: No, since he is a graduate of New Mexic

State he surely must be qualified and the Examiner considers

in this matter?

him so.
Q (Mr. Hammer continuing.) What is Northern's interest
A Northern Natural Gas Company is a major interstate
f

ipipslins companv whose pipeline extends from New Mexico and

West Texas through the Texas Panhandle, Oklahoma Panhandls,
Kanaas, Nebraska, Iowa, South Dakota, Minnesota and Wisconsin._

- __ o % e e rmm e L B — -~
Northierin puichased approximatsly ninsty BCPF of aas

-
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from New Mexico oil and gas fields in the past twelve months,
This is approximately eleven percent of our total requirements.
Our market area weather has moderataed considerably
during the last two months. However, throcugh early February,
temperatures averaged twenty-two percent colder than normal.

During this cold period we were able to continue service with

birtually no interruption in our curtailment of | ategory one
and category two customars. These ars the howmes, the schools,
and small businesses. We call them our priority one and two

customers,

We believe there are two reasonsg why we wers able
to make it through this winter with only moderate problems,
First, in the early 1970's we began an active program to protec
high priority customers by advising our utility customers of
the severity of the gas supply problems. We urged that 1oyer‘
priority customers make arrangenments for alternative fuels.

Most of our curtailed customers were relatively well prepared

for this winter. Second, we actively scught storage and the
authority to curtail low priority users as necessary to fill

storage which is used to serve our high priority needs. As

|

a result, natural gas used for electric power generation will “
Ibe virtually nil this Yyear, in 1977, as comparad ¢o ahous =
hundred and eighty-five BCF in 1971.

The importance of this atorage can be illustratad by

noting that {¢t supplied nasriy Cns-third of Norithern's average I

Il
i

T
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2| atamming from the suspension of these Rules.

‘our second two BCF LNG plant. It is located in northern Iowa.
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peak day sales requirements of two point six BCF this winter.

Northern is completing additional underground storage with an

ultimate twelve BCF capaclty at Lyons, Kansas and project
completion of the Cunningham, Kansas underground storage field
with forty BCF cycle capacilty in 1970 to 1980. We are pursuin

additional lease storage agreements and will complete in 1978

Northern expects to have approximately seventy-~ihiss point foun

BCF available from storage for the '77-'78 heating season, of

which half of this will come from lease storage agresments.

|
Northern's present and future storage accounts play
major role in our ability to service our market. It is eviden
that Lea County volumes not only serve us as a bhase load, bug
also in replenishing our much needed storage requirements.

Q I would now refer you to the four questions or issne%
set out in findings (8) through (11) in the Commission's

Order dated Pebruary 11, 1977, in this case. Are you familiar

with this Order?

A Yes, I am.

0 The Commission requests under finding (8) of Order
No. R-5373, that the effect of the suspension of Rules 15(A)
and 15(B) should be quantifisd. %YWould vou quantify the effect
that Northern has experienced?

A Okay, Northern has not experienced any effect tc dat
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Q The Commission requests under finding (9) that
evidence should be rendered to establish whether or not
coxrrelative rights might be violated under the suspension.
Would you please state if, in your opinion, these rights could

have been violated and under what circumstances such violation

could have existed?
A It is my understanding that in New Mexico correlative
rights are protected under Statute 65-3-10 of the New Mexico

Statutes Annotated which empowers the Commission not only to

prevent waste but to also protect said correlative rights.

This protection allows each owner in an orderly manner ﬁ
assurance of the opportunity of recovering or receiving his
fair share of the oil and gas from a cohmon pool.

Itishould be so noted that correlative rights are
normally protected to an extent by the Commission under its
allocation procedures and the enforcement of Rules 15(A)
and 15(B}.

The Commission also retains that power to act in
the public interest in an emergency situation as has been

exhibited in the action taken in emergency Order No. E-30 and

as extended under Order No. R-5373. 1In the cass of this

emergency wells were permitted to be overproduéed more than

PRy 2 - - x
8ix times over tha allowsbls and not bs zhut &n as ie commonly

practiced under these rules.
The ability to overproduce can be related to the

.
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well capability, the allowable assigned and the physical
ability to move the gas. The capability in some cases can

be directly related to the system pressure into which the

well produces. The system pressure can be related to system
design which takes into account downstream horsepower as well
as pipe sizing and field pipeline efficiency. Under normal
circumstances and normal operating parameters the mechanism to
yield equity in production righte does exist. Undexr an
emergency situation such equity could only exist if all pur~-

chasers had essentially the same gathering facilities for a

given poel. The ability of most Northern wells in our

traditicnal Lea County producing area to become six times over%
produced is much smaller when compared to more recant compie-
tions by others in newly discovered gas well gas pools.
Northarn is not in a position to state whether or
not correlatliv fact. been violated. We will
state that in an emergency situation the potential of such a
violation is present. Northern 1s of the opinion that if
correlative rights have been violated during the emergency

period through allowing accumulation in excess of six times

overproduction that appropriate procedures now exiet to balanc

that overproduction and that those procedures should be used.
We believe this would be both reasonable and consistent with ‘

the public interest.

4 Do vou mean that any accumulation in excess of six

Py
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1 || times overproduction should ba balanced?
2 A, Yas, I do.

. . 3 Q Referring to finding (10} of the subject order, has

4 | Northern had any factors which restricted its ability to

5 || connect new wells or otherwise deliver gas to the area of the
f 6 | emergency?
| 7 A Northern has experienced what seems to be excessive
8 || lead time in acquiring approval to connect a well located on
o || State or Federal lands. Although the instances have been very
10 || few, we believe it is important to go ahead and make them a

11 [ matte of record and show the additional time needed to

g service

2
)
-§
%x
aks
. S ' ' |
{;g 12 || receive their approval to tie these wells to our system.
932 -
L4
- zgﬁg 13H Q Have you prepared an exhibit reflecting this time lag
; ~3
‘ ! :ag:‘z’é t4 || in obtaining this approval?
P g &4 |
ﬁ ~ 5 15 A Yes, I have. |
P B
P g 18 Q I hand you what has been marked as Exhibit Number

i

17 |A. Was this prepared by you or under your supervision?

1.

- 18 A It was prepared by me,.
, 19 Q Would you please explain Exhibit A?
§‘f 20 A Okay, what we have done here is shown four wells

S 21 { that we have been affected by as far as lead time in getting
- 22 || approval to cornrect these. These are two on State and two on

ra the onlv four wella that wa hava exnarienceh
De v

4 { this problem since the first of the year s0 you see there is

- 25 lnot a great deal of volume concerned.

B
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T will just look at the two State wells first, the
Gulf Ramgey and the Amerada State P-3 and you can s8eb as you
go down threugh when we first gave notification to start
action to acquire the right to move across the land., We can
see a lag time of seven, elght and twenty-three days cn the
Gulf Ramgey of thirty-eight days just for administrative time
raquired. On the Amerada State P-3, a total of forty-ona days.
I have also shown here ﬁhe miles of pipe involved
which show that there is not much in either one of these two.
On the Federal land and we have to work with the
Bureau of Land Management on these, you can see there is more
time required, aspecially for the archaeological survey,
and also for §ur intefnal approval that we have to have an
officer sign for. We can't use someone in our office in
Midland, Texas. It has to go pack to Omaha for the approval
of an officer and you can see that lag time, not only with the
bodies that Ve have to deal with outside of our company but
we have our own lag time that we have to cut through and so
it presents us with a problem.
Q Mr. Fuller, in one of the columns you have GSO,
would you explain that?
A Okay, that's Northern Natural Gas-Gas Supprly Operati
notification. That's when we have our contract to go ahead

and move on a well then we notify our operation people to

proceed with the right-of-way.
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0 Has Northern axparienced any additional undue

restrictions in connecting wells?

A No, we haven't. At the time of the amergancy Northexp

was moving a maximum amount of gas to its customers especially

from our Lea County area. It is important to note that this
maximum amount of gas moved from Lea County, includes those
volumes prccessed for our account by El Paso Natural, Skelly
and Warren, It appeared to Northern that those facilities of

El Paso Natural, Skelly and Warren handling our gas were also

being operated at a maximum.

Q So you are stating that Northern did not have
additional capacity to support ine emergency?

A From Lea County, ves, we were operating at a maximum
effort. However, we 4o helieve we served the emergency by
transporting gas through our system as we were able. {
Specifically, Northern transported approximately two hundred
MMCF per day emergency purchased gas during the crisis period.

v} Referring toc finding (11) of Order No. R-5373, how

many wells has Northern shut in due to overproduction directly
relating to the suspension of Rules 15(A) and 15(B)?
A Northern during the emergency period nad one Lea

County well shut in for six times overpfoduction. This well

|
| |
remained shut in because Northern had no means to move said gaﬂ

to the smergency market.

Il
i
) Would you please briefly summarize Northern's ”
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position in this matter?
A Yes, I will,

Northern believes the Commission acted expediently
in issuing said order. Northern has done its part in the
national interest by transporting volumes to the crisis area.
Northern has not seen nor moved significant gas quantities to

the emergency area from its southeastern New Maxico production

€,
ares. We a

re of the copinicon that if correlative rights have
been violated that excess of six times overproduction acquirad4
throughout the emergency period should be balanced, if not

during the next proration period at least over several

Northern further believes that the suspension of
Rules 15(A) and 15(B), in order to allow maximization of

volumes to the emergency area, was just and prudent. Howevaer,

in the best interest of the total public, when the crisis wane#
the amergency should be recalled as soon as practical. Effort
can then be turned to balancing overproduction and replenishin
storage in preparation for the following heating season. A
continuation of the called suspension would be in essence
"robbing Peter to pay Paul” and could cause excessive over-
production problems in the following heating season, as well

as set a precedent that could circumvent the whole proration

system.

we balievs thaot for our mortion of Southeastern

~ - & -

f




2l available through current rules and regulations of the 011l

l
- 3H Conservation Commission of New Mexico. We see no reason for |

4 | the extended suspension of Rules 15(A) and 15(B).

grs 5» MR, HAMMER: Mr, Examiner, this compietes Northern's
b § > 6» testimony. I would offer Exhibit A into evidence.
gis 7 MR. STAMETS: Exhibit A will be admitted.
§ ﬁ 8 (THEREUPON, Northern's Exhibit A was
% - g 8 admitted into evidence.) l
= 'E § 10 MR. STAMETS: Are there any questions of Mr., Fuller? 1
; g;s " I have just one, Mr. Fuller.
i =
- §§§ 1 7 CROSS EXAMINATION
) "ggf,a 4| BY MR, STAME?S: ”
- " § 15 1) On Exhibit A you indicata an application to Omaha
®
- g 16| for an officer approval?
:f 17 A Yes, sir,
= 18 Q Is that purely an internal thing or is that required
g Nl 18 || by some agency of the Federal government ? -
J,; :’ 20 A Okay, the Bureau of Land Management asks that we
“E - 21 f§ have an officer who Tepresents our company sign before we can |
j? - 22q proceed with the application. 1
: 23 Q Then this is a bureaucratic delay?
24 A Yes, sir. I believe that on university land in

T 2 Texas. for an axamnia, wa havs S0 §O thiroudn the same procedurﬂ
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yet they go ahead and let us start laying the line hefore we
can get eassment which; you know, aids us a little bit. That
might be a good recommendation in times to come as we gsae more
and more of this take place as vwe get on Federal land and Stat1
jand. I don't know whether anyone alse has experienced these,
you know, situations. It is not a large problem to us at
all, really, we just thought we would point it out because it
was questioned in the proceedings before.

MR. STAMETS: Any other questions of the witness?

Mr. Ramey.

CROSS EXAMINATION

BY MR. RAMEY:

Q Mr., Fuller, I missed the first part of your testimonj
During this emergency period, was Northern Natural producing
from all of their wells at capacity?

A puring the emergency?

Q@ Yes.

A Yes, sir, we were, as well as we could handle it

through our system, we sure were.
MR. STAMETS: Any other questions? The witness may
be excused. u
(THEREUPON, the witness was excused.)

MK. STAMETS: I beliave that Mr. Oldham would be

e el T -
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MR, OLDHAM: Mr., Examiner, I'm Jack Oldham. I'm
Proration Supervisor with Transwestern Pipeline Company.

I have neaver appeared before this body formally
before, I have a geoclogy degree from the University of Houstow.
I have worked as a geologist ard have bsen in the gas business
since 1950, The last fifteen years cf that has been as a

Proration Supervisor for Transwestern Pipeline Company.

MR, STAMETS: I presume, Mr, Oldham, you are not
represented by counsel herxe today?

MR, OLDHAM: That's right.

MR, STAMETS: In that event, your presentation would
be in the form of a statement?

MR. OLDHAM: That's right.

MR. STAMETS: No qualifications would be necessary
under those conditions.

MR, OLDHAM: That's fine. I willi proceed to read
my statement.

Transwestern Pipelire Company, a Delaware Corporatiorny
with headquarters in Houston, Texas, operating an interstate

natural gas gathering system in New Mexico, hereby responds to

the questions raised in the Order of the Commission issuesd ﬁ
February 11, 1977 in the above~-captioned proceeding regarding I
the findings Numbers (8) through (12) of the subject order, t

ordar heing R=53712

The 0il Conservation Commissinn iz to ba commandaed

. o
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1]l for the actions that it has taken to furnish natural gas in
2 || excass of the normal allowable production to combat the

hortage in the Northeastern States during the

411976~77 winter heating season.

6 Transwestern submits the following information to
6 | enable the Commission to resolve the questiuns asked in the
7 || findings Numbers (8) through (12) of Order No. R;5373.

8 Number (8), gas wells connected to Transwestern's

9 || system in Southeast New Mexico overproduced approximateiy

10 || seventy thousand MCF during the allowable period covered by

.

11 | the susrension of Rules 15(a) and 15(B).
12 Number (9), wells taking gas from the fields from

13 || which Transwestern takes gas have accrued sizable amountsg of

Phone (505) 932-9212

14 | ovarproduction. Portions of this gas would otherwise have

15 || been produced and delivered to Transwestern. It has not bsen

sid morrish reporting
General Court Reporting Service

£25 Calle Mcjia, No. 122, Saata Fe. Now Mcexico 87501

16 ll poasible to determine at this time how much of this overage
17 || accrued during the suspension of Rules 15(A) and 15(B). If

18 {| thase wells are not required to make up this overproduction, tHB

19i‘correlatiVe rights of the wells delivering gas to Transwastern

2ol will be violated.

21 Number {1l0), Transwestern knows of no evidence that
22 | the suspension of Rules 15(A) and 15(B) had any effect on its
23 | ability to connect new wells or otherwise to deliver gas to

24 || the area of the emergency.

25; Number (11), there are no wells on the Transwestern
[
i i
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system in danger of being shut in because of the suspension of
Rules 15(A) and 15(B). 1Indeed, wells delivering gas to Trans~-
western will need to continue producing while other wells in
those fields are either shut in or producing at reduced rates
in order to recover Transwestarn's rightful share of the gas
in the fields. Otherwise, the correlative rights of those wel+r
serving Transwestern will be violated.

Number (12), Transwestern knows of no reason to
recommend the continued suspension of Rules 15(A) and 15(B).
To the contrary. Transwestern submits that the continued
suspension of those rules is contrary to the public interest.

In consideration of the above, Transwestern
recommends that:

Number One, the suspension of Rules 15(A) and
15(B) be terminated.

Two, any well which overproduced at rates sufficient
to have acquired what would have been shut~in status under |
the normal operation c¢f Rules 15(A) and 15(B) during the

suspension of those rules be allowed to make up its overproduc:

tion by producing at a reduced flow rate rather than being

shut in.

Three, all other overproduction accrued to wells
éduring the suspension of Rules 15(A) and 15(B) be made up
under normal allowable balancing procedures.

Transwestern reminds the Commission that Trans-
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1]l western i8 in a curtailment situation over its entire system
2 || and needs all of the gas that can be legally produced in the
“ : . 3 || State of New Mexico. It is, therefore, recommanded that the

4 || Cormission do nothing that will cause the allowables on the

5 || wells delivering gas to Transwestarn to be lowered.
6 The above commaents and recommendations do not in any

7 || way prejudice Transwestern's right to petition the Commission

8] in the future concerning any problem which may arise out of
8 || the suspension of Rules 15(A) and 15(B).

10 I will make one further recommendation here. I

11 | would go along with Mr, Nutter's recommendation concerning the

12 | shut-in wells, that the wells with a shut-in status be deferre4

13 | until the Commission can gather more information. I think that

Phone (505) 982-9212

14 )| would be a fair condition,

General Court Reporting Service
825 Calle Mejia, No. 122, Sanin Fe, Now Mexico 87501

15 MR. STAMETS: Thank you, Mr, Oldham. We appreciate

sid morrish reparting service

16 Il vour statement.

E 17 Mr. Caton.
;M 18 : MR, CATON: The witness has bean previously sworn,
- 19
: ; 2 ROBERT MCCRARY
“f . 2t { called as a witness, having been first duly sworn, was examinc{!
i - 22 || and testified as follows:
T 23

f 24 DIRECT EXAMINATION

- 26 | BY MR. CATON:
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Q Would you tell us your name, please?

>

I'm Robert McCrary.

Q And by whom are you employed?

A Southerr. Union Company or Gas Company of New Mexico,
Southern Union Gathering Company.

Q How long have you been employed by them?

A Twenty-£ive years.

0 What is your present position?

A I'm the Manager of Gas Purchasing and Prorationing.
Q How long havae you held that position?

.3 Ahout fourteen vears,

Q You have previously testified before the New Mexico

0il and Gas Commission?

A nave not as such. I havae made several statenments

L)

and all but not under oath.

Q Would you give us a brief summary of your background
in the oil industry, please?

A Well, I got my college training at Decatur Baptist
College and after Decatur Baptist College I attended
Northwestern State University out of Oklahoma after which I
completed a correspondence course in accounting. I have had
a number of technical and correspondence couraes since joining
the company and all. I joined Southern Union Company in 1951

in the acrounting department and since then I haves been

transferred in various departments,
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Q Aro you genarally familiar with the well production,
Mr. McCrary, that was involved during the emergency situation
that we are dealing with today?

A Yes, I am familiar with the application of the
prorationing administered by the State, as well as other
states,

Q Are you responsible for that application?

h I am respcnsible for the administration of pro-
rationing and the allccation of production by the fields of the
various wells.

MR. CATON: Do you accept his qualifications,
Mr, Examiner?

MR. STAMETS: Yes, Mr. McCrary's qualifications are
accepted. I have one question, are you a member of the
New Mexico Bar or are you associated with someone?

MR, CATON: I am a member of the New Mexico Bar.

MR. STAMETS: Thank you, we appreciate that.

MR. CATON: I'm sorry, I should have explained that.

Q (Mr. Caton continuing.) Mr., McCrary, did the

emergency that was declared and the suspension of the regs

15(A) and (B) affect the operation of the New Mexico Gas

A Yes.
o And would you describe to the Hearing Officer in

what manner thar war and how did that affect your operation? ‘

a7 Ty
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1 Q Are you generally familiar with the well prcduction,
s’ -
. 2 || Mx. McCrary, that was involved during the emergency situation
1 - 3|l that we are dealing with tcday?
4 A Yes, I am familiar with the application of the
P 5 || prorationing administered by the State, as waell ss cther
h — 6l states.
; 2 - 7 Q Are you responsible for that application?
u | . 8 A I am responsible for the administration of pro-
i h |
; v g 9 rationing and the allocation of production by the fields of the
E “ 8 %
F: E 8 10 || various wells,
' -t g 33
3 “éim 1 MR. CATON: Do you accapt his qualificarions,
B P2z
i o Taa - :
- £ §‘;§ 12 | Mr. Examiner?
b Se~
A §'°=53
’ §§§« 13 MR. STAMETS: Yes, Mr. McCrary's qualifications are
O~
- =gl
-ggzj" 14 | accepted. ‘I have one question, are you a member of the
R VR |
; gow
! - ] % 15 | New Hexico Bar or are you associated with someone?
B
P 8 16 MR. CRTON: I am a member of the Naew Msxicc Rar.
= 17 MR. STAMETS: Thank you, we appreciate that.
’ . 18 MR. CATON: I'm sorry, I should have explained that.
19 o} (Mr. Caton continuing.) Mr., McCrary, did the
" 20 | emergency that was declared and the suspension of the regs
D 21 | 15¢(A) and (B) affect the operation of the New Mexico Gas
o c 22 | Company?
23 A Yes.
24 Q And would you describe to the Hearing Officer in

%l vhae mannar that war and how did that affect your operation?

£ e s .
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1 A Well, after receiving a call from the Commission

2 { and the suspension of 15(A) and 15(B) was placed into effact,

?’ . 3l the Gas Company of New Mexico went back and took a look at the
4| f1ow data that we had scheduled for each well. Southern Unionj
E ‘ : 6| I'm going to speak of Southsrn Union Company which they operati
3 R 6 | cGas Company of Wew Mexico and 1'11 speak just as Southern
i‘ , 7 Il union Company. +
‘ : A 8 It has a program on +he machine where each well is
- g 9 | programmed for production for each month on there. I'm sure
%:é 10| 4t is similar to the one El Pasc has and other large companies,
* :;%,:?E ii | where we wry to go into tha paak season with a well at a zero
- §§_§§ 12 | palance or at least anderproduged or not over enough that we
$5
- Egé’% 13 ] can produce during the heating season on there so that it willy
E .g %fé 14 || get us through the time for peak load production. |
:gbg 15 Q And how did the emergency affact that particular
- :é 16 | planning process?
: 17 A At that particular time Gas Company of New Mexico
, " 18 | only had one well that was shut in., We had some other wells
L 19 || that were in an overproduced status that we had curtailed bacl%
: 20 | at this particular time. ‘
~ 21 Q All right, now, hovw do you produce your wells in
' - 22 ‘ terms of a year, in terms of how you produce it, Mr. McCrary??
23 A Well, we look at the projected allocations and we :
. 24 | project on that well and on a well that's not in a prorated
28 h pool we taks our aLrIage and sn AD packar on the well and
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1 il try to allocate or prorate go that every well in the whole

2 || area will receive its prorated share, as much as is possible.
3 Q And what about in the prorated pools?

4 A In a prorated pool they aie raviawed aach month and
5 | we try to keep them in balanca and try not to get them out of
6 || balance, atlleast where they will reach a state that they have
7l to be shut in bhecause Us is a pipeline gatherer and an

g || individual operator, T'm sure they don't 1ike to have their

9l welle shut in for an extended period of time,

; -g .g 10 Q Is it your opinicn that i+ is destructive to a well
L g ix ) ‘
L 552 11 || to have it shut in?
o~
N
- %lg:fé 12 A In my opinion, yes.
$38 _
- Eggg 13 ] Now, would you ordinarily overproduce a well during
; 3=
, E%ﬁé 14| the winter months and try to palance it cut during the summer,
= —p- |
B2 16
< é Mr. McCrary?
(]
) g 16 | Yes, that has been the practice. I don't say that we

17 | @o intentionally but it is to supply the market and meet the
— 18 | peak days. Sometimes it becomes neceasary to overproduce

- T 19 | during the winter months.

20 Q Now, as a result of the emergency aid you put any welh.s ‘

: 21 || that were not on the line on the 1line?
i - ' 22 A Yes, for a certain period of time. They weren't

23 [ running consistently on there but we did switch some productio

l o 2 Q Do you have an Spinion as to whether the production
_ b~ 25 || that you switched, 22 ¥°ou atated, effected the production of “ ‘
’ I

“ro

b
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gas for the purposes of the emergency situation?

A Yes, to some extent where we had a split-connected weﬂl
wo wers able to cut that well back from our take and it could
be diverted to the other company on there.

0 By a split well do you mean a well that had both an
jnterstate and intrastate connection?

A Yes.

Q Actually then what happened is that in some cases YOuU
were able to curtail intrastate shipments and allow an increas%h
interstate flow?

A That's right.

Q Now, Mr. McCrary, what has been the total effect On

the New Mexico Gas Company's planning processes by your

is an intrstate company primarily. It didn't have that much
affect on us because, as 1 say, we only had one well over. Oup
other wells did reach a state or a point where they were six

times overproduced and there wasn't that much gas diverted to

the other companies on there. We had other sources that we

could draw on. I would esay that the voiune that wWs Airacted tJ‘
the interstate market was nil.
0 All right. Now, as far as the well that you mantienw

that was shut in, did you open that well? “

A We didn't open it, no, ‘yut we run gas from it, yes.
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P d
! Q And was that to meat any gpacific needs in New Mexico
2 gas --
3 A i1t was Gas Company of New Maxico, an emergency within

4 |the state to supply on peaking days only.

5 1) Now, what was this a ragult of, your peak iocad,

- 6 liMx. McCrary?

7 A Ccold weather, for an extended period of time of cold

8 || weather.

- g 9 0 And what is the net effect on this particular well
%
) "':E: g% 10 | ¢nat was shut in as far as its‘present gtatus now, Mr. McCrary?
i %%—E o "y A well, if prorationing had continued in 2 noxmal
- | E-?g% 12 manner it would be some overproduced more -~ greater than if
" .ﬂ%é% 13| we hadn't produced it during that period of time.
3 %Eiﬁ 14 Q. go the well will pe shut in for a jongex period of
- % : % 15|l £ima as & result of what was produced {f you are not given
- 3 18 || credit?
; 17 A Wwell, it would be shut jn for a longer perilod of
- 18\ time, yeS.
L 19 a  Now, Mr. McCrary. do you have any recommendations for
: 20 || the Commission as to how overages on overproduced wells should

. 2 || pe dealt with?

T 2 A Well, as 1 S38Yy we are in a situation whexe we are

2 |l not bothered with too many of them, the voluma is not too

241 great. Ve do have some and we ¢id overproduce some that

o 25\ accrued a greater overage on there. W€ would racommend that

fu n
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wa immediately drop the suspension of 15(A) and all and
reinstate it back at some early as possible time. T can't
give them a date on thers but we would raecommend that the
Commission go ahead and reallocate and cancel underage in the
normal manner and procedure and that they take the lesser of tﬂL
underage of the output of the well, either from 2-1-77 or the
current status after the allocation. That would give some of
the wells, we agree, some benefit that overprodhced during tha#
period of time. We had an emergency situation existing on
there and we feel like there may bhe some concession in there
that we are due aon there.

MR, CATON: I have no other questions,

MR, STAMETS: Are there any questions of the witness?

My, Ramay?

CROSE EXAMINATION

BY MR. RAMEY:

Q Mr. McCrary, did the Gas Company of New Mexico orxr

Southern Union produce all of their wells at capacity all of
the time during this emergency?
A No, sir, and they are not producing them now.
MR, RAMEY: Thank you.
MR. STAMETS: Any other questions of the witness?
He may he excused.

{THEREUPON, the witness was excusad.)
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; ! MR. STAMETS: Is thare anything further in this case?
% - - 2 MR. MEDLEY: Mr., Examiner, Natural Gas Pipelino woultﬂ
3/ like to make a statement if we could at this time,
4 MR. STAMETS: This is the appropriate place.
) 5 MR. KAUFMAN: Mr. Examiner, I'm Herman Kaufman of

- 6 | Natural Gas Pipeline and I would like to make a statament on

7} behalf of Natural Gas.

L: ) B 8 Natural Gas Pipeline made a thorough review of the
k ' - g %l prorated wells connected to its system affected by Order No.
®
’ £ g 10 R-5373 which suspended Rules 15(A) and 15(B) of the general rules
E gézg " for prorated gas pools and has detaermined that the Order
~ ‘ggg% 12l R-5373 has not resulted in any additional gas volumes being
i -gégé 131 made available to Natural during this period of suspension.
é - ,'g Eéé 14 Natural enterad the period of suspension with no
i , “_E_ ; 51 connected gas wells shut in due to Rules 15(A) and 15(B) and
3 = 3
E - g 16 the reinstatement of these rules at the present time will not
B 7| cause any wells to be shut in.
- 18 “ Natural supports the reinstatement date of May 1lst,
- 19l 1977 of Rules 15(A) and 15(B). We suggest that all overproducy
i j 20 || tion and underproduction accrued during the period of suspensiy Ln
2t

be carriad forward as it would under normal proration

that might be shut in due to the suspension of Rules 15(A) and
15(B) which would cause a hardship be allowed to petition the

B 2 ’i practices. Natural also suggests that any party with wells
l Commission for relief until such & tims as the ovarproduction
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1 |{ could be brianced

2 Natu.e . continues to have the need for addicional

3 || volumes of gas supplies to meet its market Aemand and will l

4 | continue to purchase new gas as it becomes available. Thank

6 || you.

8 MR. STAMETS: Thank you. Does anyone else have

7 || anything? Mr. Lyon?

8 MR, T.YON: V. T. Lyon with Continental 01l Company.
9 This statement is directed primarily to the four of

10 || the original prorated pools in Southeast New Mexico, the

R
service

General Court Reporting Service

11‘ Blinebry, Eumont, Jalmat and Tubbs. We have no holdings in

982-9212

12 | the other Southeast pools and feel that the impact on the

Sarta Fe, New Mexico 87501

No. 122,
Phone (505)

13 | Northwest pools will be minimal.

14 : 1t is unfortunate that these four pools are

d morrish reporting

16 | declining and we are approaching the day, perhaps not too

1
825 Calle Mejia,

16 | far distant, that gas proration, if continued, will be merely

17 | a matter of record keeping for marginal wells. The Commissicn
18 || has uvsed the systen of relatively minor modifications for

- 19 Il twenty-four years which is supposed to rapresent equity among

20 || properties and wells. Any disruntion of that system then

21 || disrupts correlative rights and we regret that this must be

| - 22 | the result of some of the proposals presanted today.

23 Continental is happy to do its part in overproducing

24 | our wells to a systenm in this national emergency and quite

25 | frankly we enjoyed the additional revenue. I wish we had more
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wells we could do that with, We are willing to abilde by the
Commission’s declsion in handling the overproduced wells and
we are still concerned, however, about underproduced wells
which may be subject to reclassification duve to the unusual
gituation of high demands.

Continental strongly urges the Commission to hold
off reclassification of wells but to procead with normal
cancellation of underproduction. For those who may not
racognize the difference, only a portion of ths underproductior
is cancelled by the normal cancellation procedures but if
you reclassify a well to marginali it's all cancelled. We
would really like to see the underproduction carried forward
just the same as the overproduction is proposed to be forgiven
but we recognize that this would represent in a large degree
unproducible allowables and that the market demand should be
met sO long as waste does not result, We feel that this is a
reasonable compromise in this very critical situation,

MR. STAMETS: Any other statments on this case?

MR. BUTERBAUGH: Mr. Exanminer, I'm Don Buterbaugh
with Norihwest Pipeline and I have a very short statement.

Northwest Pipeline Corporation has only four wells
that are more than six times overproduced and assuming an
avarage allowable based on the past year it would take as long
as eighteen months to bring these four wells into balance.

Eighteen months from now is October of 1978, Of course, many
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Page 81
other wellns are overproduced to a lesser degree but nevertheles$
they must also be balanced. It is difficult to understand why
those wells which have & batter than average ahility to produce
muet now be penalized for helping during the emergency period
by baing shut in for a long period of time to bring the wells
into balance.

Northwest proposes that the well status at the end

of January be carried to the end of the declared emergency

February-April emergency period be forgotten and forgiven.

MR. STAMETS: Any other statements?

The Examiner will take the next gas proration
schedule and give that consideration in reaching a decision
in this case.

If there is nothing further the case will be taken
under advisement and there will be a five minute recess.

(THEREUPON, the hearing was in recess.)

e
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. 1 BEFORE THE
. . - NEW MEXICO OIL CONSERVATION COMMISSION
’ a 2 Santa Fe, New Mexico
. c February 11, 1977
C L 3
o COMMISSION HEARING
4
'5 ;
[BE
. 6 IN THE MATTLER QF: )
P )
[ ]
;' 7 The hearing called by the 0il )
! . Conservation Conmission on its )
ié 8 own motion to consider the sus- )
pension of Rules 15(A) and 15(B) ) CASE
2 o 3 9 of the General Rules for Prorated ) 5872
;:; 3 & Gas Pools as promulgated by Order )}
: 'E ,g 10 No. R-1670, as amended, to permit )
* e g i¥ overproduced wells to continue to )
i oS e 1 produce gas during the present )
: ﬂ,hz: i e i o i} s . : P
: 8 £52 severe weather conditions without )}
D e §.§sg 12 danger of being shut in for over- )
F £ig i production. )
- 28]
z ‘B sg . ' .
3 g §§“ 14| BEFORE: Richard L. Stamets, Examiner
BSE
et o E 15
- o 3
. ® 3
b Q 16 APPEARANCES
S aiasaxsli s
;f 17 For the New Mexico Oil Lynn Teschendorf, Esq.
e Conservation Commission: Legal Counsel for the Commissidn
Eo 18 State Land Office Building
. Santa Fe, New Mexico
- 19
For E1l Paso Natural Gas Co.: John F. Nance, Esq,
20 El Pasc, Texas
| " 21 For Hanagan Petroleum Coxp.: Thomas W, QOlson, Esq.
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. - 2 OQwen M. Lopez, Esg.
N MOWTGOMERY, FEDERICI, ANDREWS J
' 23 HANNAHS
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1 MR, STAMETS ¢ I'd kind of like to nmake a short

2 Statement before we get started ip rFegards to vhy we are here

4 At least Since the middle 1950'g state o0i} and

_j' ‘ 5 gas Yegulatory agencies have been warning that the control

{0

- = 9 The gas shortages noyw being experienced by much

I o
b @ & !

f . ‘E’ 8 10 of our nation demorstrated the foresight of those issuing

: X

{ h ¥

i 19 & £2. " I such Warnings,

fin “‘ifa

[ (3 £ "0,\ N . . . : 1

: - §§§§ 12 Being right op this issue jig of little comfort

g ' _S:...

P ks , . ,

P £ ;-:,.;é 13| to those who were and none to those who are freezing oy out

838

(M E EL "1 of work due to tne shortage.

Pt géd

i

i \ - z 15 In response #qo &h appeal to move more gas to the
-3 oot ﬁ
; ® S ‘

Pt 8 16 || areas where Severe wintaxr weatlhier jig causing Unprecedenteqd /

{ v :

i I 17 | demand for natural gag the Commission issued itg Emergency

3

i - .

. 18 | Order Number E=30. 1Thig order suspendeq Rule 15(A) ang 15(B)

"“ 19 of tha Gensral Rules ang Regulatigng for the Jas pools of
ﬂ 20 )] the northwest ang Southeast Ney Mexico, making gas available
- 21l to Pipelineg from wellg which woulg otherwise pe shut in ¢o
- 2 || make up for Overproduction,

a3

This hearing today will pe for the Purpose of

24 c¢onsidering tjhe continued Suspension of these rules, As in

~ % | any such hearing statementg will be considered; howe'.’ar, the ”

; f
i H
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j , L resulting order must be based on the sworn testimony received,
! -
! ; o 2 Among questions which should be addressed at
‘; - 3 today's hearing would appear to be the followings
4 1. Has the Commission's action caused any relief?

5 If not, why not, and if yes, to what extent? If this sus-

| - Gi pension is to be continued, how long should it be for?

N 7 Wwhat can be done at some future date with the accumulated

f K 8 overproduction resulting from the emergency and the rules

- g 9 suspension? Are there any other significant problems re=-
&
] 'g ;5 10l gstricting your ability as pipelines to deliver gas to the
| %%%g 1 1 east, such as the deliverability of the wells, pipeline
j . aggg 12| capacity, problems related to connecting new wells?

- E§§§ 13{ A question which need not be answered at this

:; .E g‘éé 1 hearing but which will be a factor at some point in the
" Bet
« :g § 15 future, in today's supply and demand situation; how will

- 3 16 the Commission protect correlative rights?

: 17 At this point I would call for appearances i
o 18 this éase. after which I would like everybody who is going
F
C 19 to present testimony to stand and be sworn., And I will

: 20 | start with the Commission's attorney.

, - 2 MS. TESCHENDORF: Lynn Teschendorf, and I have
- 2 one witness for the Commission,
g 23” MR, STAMETS: Do you have other appearances,

‘ o~ 24 please?

- 25 MR, NANCEs: David Burleson and John Nance for
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' for Ll Paso Natural Gas Company, El Paso Pipeline,
s -
. 2 MR, STAMETS: Any other appearances today?
é"'. 3 First, I'd like to have those who are presenting
4 testimony. In other words, we're only going to have testi-
i M
’ i 5| wmony from the Commissi-on and El Paso Natural Gas Company?
i
e 6 I would remind all of those pipelines who are
Y
7 here of the importance of presenting testimony in this case
R ]
» 8 for the continued suspension of these rules.
- g 9 Anyhow, at this point we will go ahead with the
¢ =~
; Q®
¢ < ] . . . \
; E g WOl Commission testimony in this case and then El Paso and alldw
3 [T
= s ]
;f mi;:g | the rest of the pipeline companies an opportunity to con-
§ .E »oa
tm . L] » L3 K3
| g‘ggg 124 gider again whether they will offer testimony or not.
Pl R
e 4
EEﬁ? 13 I'd like to have those witnesses for the Commission
i ® V"5
. 7 T IS8 :
L §§§“ 141 and for El Paso stand and be sworn, please.
§8§
- T 2 5 (Witnesses sworn,)
P ® J
§ id
| g 16 Ms. Teschendorf, you may proceed.
_‘ 17 MS. TESCHENDORF: I might add for the record that
: 8 this is Case 5872, in the matter of the hearing called by the
8] 0il Conservation Commission on its own motion to consider
” : 20 the suspension of Rules 15(A) and 15(B) of the General Rules
- 21 |} for Prorated Gas Pools as promulgated by Order No. R-1670,
[
i 22| as amended.
P 23
24
P
E H
é - 25
‘W'*" Radios -

-
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DAN NUTTER
called as a witness, having been first duly sworn, was

axanined and testified as followsi

DIRECT EXAMINATION

BY MS, TESCHENDORF1
Q Would you state your name, position, and place

of residence, please?
A Dan Nutter, Chief Engineer for the New Mexico

0il Conservation Commission. I live in Santa Fe, Now Mexico.
Q Have you previously testified and had your

credentials made a matter of record before the Commission?

A Yes, I have.

Q Are you familiar with the subject matter of Case
58722

A Yes, I am,

Q And what is the purpose of this case?

A As the Examiner pointed out, this is the cul-

mination of a long series of events beginning some years
back and the immediate situation, as we are confronting it
today, resulted from a telegram which the Secretary of
Interior, .Mr, Cecil Andrus, sent to the governors of the

oil and aas producing states, The telegram reads as

follows  "As you know, the nation is currently experiencing

a natural gas shortage as a result of prolonced severe

Y S T
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weather conditions. The Department of Interior has issued

il
2

a notice to its lessees and operators requesting that gas

(
[

production from their federal leases be increased during
this emergency situation to the maximum rate possible given
the restraints of existing federal and state laws or regu-
lations and good petroleum engineering practice, and main=-
tained thereafter at that rate until further notice,

We respectively request to the extent permitted
by law, that you waive any constraints presently imposed by
state rules and regulations which would prevent maximizing
gas production in your state for the duration of this emer-
gency.

Among the measures you may wish to consider would
bet (1) producing gas temporarily at the maximum possible
rate if it is determined tihiat ultimate recovery will not be
seriously impaired; and (2) shifting gas production tempo-
rarily within fields to those producers capable of greatest
sﬁort ierm production.

I would appreciate your informing me as soon as
possible as to the measures you are taking to increase gas
production and the amount of additional gas production you
expect to achieve in your state. Signed Cecil Andrus,
Secretary of the Interior,"

At ihe same time the Secretary of Interior sent

c lecsseea of federal leases, of on~shore federal
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leages, and the notice to all the lesseces reads as follows

"Notice to lesgsees and operators of on=shore
federal oil and gas leases, 7he nation is currently ex-
periencing a severe natural gas shortage as a result of
prolonged severe weather conditions. It is therefore in the
public interest to maximize domestic gas production, Ac-
cordingly I request that the gas production from your federal
leases he increased during this emergency situation to the
maximum rate possible, given the existing restraints of
fedefal and state laws or regulations and good petroleum
engineering practice, and maintained thereafter at that rate
until further ncotice. |

Please inform the appropriate U.S.G.S. 0il and
Gas Supervigsor as to the amounts of additional gas production
you expect to achieve from each lease under your control
in response to this reguest as soon as possible and not later
than February 10, 1977. Signed Cecil Andrus, Secretary of
tﬁe Inferior.'

Well, immediately upon receiving the telegram
from the Secretary of Interior, the governor of the State
of New Mexico asked the 0il Conservation Commission to take
such action as would be necessary to aid:in this situation;
whereupon, as the Examiner mentioned, Emergency Order Number _
E-30 was issued on 27 January 1977. It became effective at
28

one minute after midnight, Mountain Standard Time, Sanualy q

N
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! 1977, to remain in effect for not more than fifteen days,

L, 2| and this order did suspend Rule 15(A) and 15 (B) of the
] * — 31l prorated Gas Pool rulas for New Mexico.
3 ‘ .
c 4 After this order was issued the following tele-

5 gram was sent to the Secretary of Interior by the Governor:

- 6 "To the Honorable Cecil Andrus, Secretary of the

7 Interior, Washington, D, C. In response to your telegram

- 8| of 1-26~77 the State of New Mexico has issued an emergency
; ~ g ° order waiving overproduction shut in requirements on all
1 &
! 'g a.g 10 gas wells connected to interstate pipelines. This will |
’ m i%gg M )| enable overproduced shut in gas wells in the state to return
2 = gggé 12 to production., This is the only mechanism available to in-~
P 2
; Egg% 134 crease production to the interstate market, since essentially
* §§§£ 14 all wells connected to the interstate pipelines in New Mexico
Ko
” :'; g 151 are producing at their physical capacity.”
; (8]
l - g 16 The Governor sent the telegram and this case was !
j 17 | docketed and by statute the emergency order can last only

- 8|l f£ifteen days, so this hearing was called for today, on Feb=

19| ruarv 11th.

20 Now, I have prepared a little summary of the

- 21 | gtatus of the gas pocls in the state as of December 3lst,

B - 22 1976, f
c ;
B 23 MS, TESCHENDORF: This will be our Exhibit A? ’a

24 THE WITNESS : This will be our Exhibit A, yeah.

—— 25 . 3
; A Now, this summarizes the status of all the pro-
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' rated gas pools in the state as of December 31lst, 1976, as
: ) 2 I mentioned.
— 3 Now, this is the gtatus that's the most recent
‘ 4 available to us and is the status of the pools as they appear
: * 5 in the February gas proration schedule, which is the schedule
i
. ;—- 6 in effect at this time and was the schedule just coming out
'” 7 at the time this telegram and the sugpension of rules went
Sj 8 into effect. So its the status as of now and prior to
%r-E . g 8 1ifting of the =-- prior to suspending Rules 15(A) and 15(B).
| - E 8§ 10 You'll notice the first column shows the status
4 ;%,EE 1| before reclassification of the pcols. Now, at the end of
g'gg% 12 December we did have a reclassification period which is
; ;gg% 13 provided by Rule -- by Order Number 1670 and every three
) 'g Eﬁ.‘f ‘4' months wells that have not made their allowable are re-
B
P '; 5 15 classified as marginal wells. So this is the status of the
P
5 - g 16 [ pools prior to reclassification as of December 31st,
| « 17 The next column is the amount of underproduction
7 18 wl'"mich -was cancelled as of December. 31lst, 1976, Then the new
- ‘9, pool status beginning January 1, 1977 is listed in the third
p :_ 20| column.
| - 21 You'll see that in southeast New Mexico that the
- 22 " overall status of all of the pools is 676,886 Mcf overpro-
_j 23 duced. Now some of the pools are underproduced; some of the
- 2 pools are overproduced, but the net status of all the pools
- e u is taat 676,000 overproduced. |




a o Page 11

1 There were several pools in here in which we
4 . . - . 3

» 2 notice a ratier unique change. Now, take Blinebry. Prior
- 3 to the reclaszification Blinebry was 654,000 underproduced,

4 but so much underproduction was cancelled on wells that were

5 reclassified to a marginal status that the pool now has an

i 6 overproduced status, because this underproduction was can=~
1' 7 celled at a period like that does not go back inte a pool.,
» ; 8 So the overproduced status is the preéent status of the
ot 2 9 pool.
i g =
s g 10 Now, in northwest New Mexico we see that all pools
A “iig are uderproduced and that the net status of =~ as of January
| = §§§§ 121 1 is 3 billion cubic fee* underproduced.
: Egg% 13 Now, the next few columns relate to the total
,‘ .E Efé 14 units in the pool; this is not wells; this is units. It's
! 3: ,
! ': § 15 moxe appropriate to carry units because some pools have
I e &
- :é 16 proration units of varving sizes. So we have a total in
| J—
‘ f 17 southeast New Mexico of 1338 proration units, We have 1105
— 18 of those 1300 classified as marginal and 232 classified as
B 19 non-marginal or 17.4 percent of the units are classified as
: 20 non-marginal; the remainder being marginal.
- 21 The production from tpe non-marginal units is |
- 22 then listed in the next column, 1being 15 billion cukic feet
__: 23 of gas in the month of December. The December production

24 for all of those pcols, including marginal and non-marginal,

%1 was 25 billion cubic feet of gas. Or we see that 17.4 per-

i
§
H
N
7
i
i
i
;
H
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cent of the wells produced 59,6 percent of the gas in south-
east New Mexico in December,

In northwest New lexico there are a total of
6103,71 units and of those 5485 are classified as marginal
and 618 are non-marginal units, or 10 percent; 10.1 to be
exact are non-marginal, Of the production for December
11 billion cubic feet came from the non~marginal wells and
the total pools production was 37 billion or 31.7 perceat of
the production came from 10 percent of the wells,

Now, the state summary, whether it means anything
or not, shows that 11.43 percent of the total proration
units are classified as non-marginal and those 11,43 percent
of the units produced 43 percent of the gas in December.

Now, when we get to the crux of the thing, why
we suspended the Rule 15(A) and 15 (B), in southeast New
Mexico in that proration schedule for Isbruary, I counted
two wells that are carrying the asterisk which is indicative
of beiﬁg six times overproduced. I counted five wells in
the northwest gas proration schedule carrying the six times
overproduced symbol. Now, as far as individual wells being
overproduced, there are a lot more than just those that are-
six times over. The Basin Dakota pool has twenty~-one over-
produced wells, The Blanco Mesa Verde has a hundred seventy-
seven overproduced wells. The South Blanco Picture Cliffs

pool has eighty-one ovarproduced wells and the Tapacito pool
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has twenty~-ope overproduced wellsg,

In the southeast the Atoka = Penn has two over-
produced wells, The Blinebry pool has seven overproduced
wells. The Buffaln Valley -~ Penn has no overproduced wells,
The Burton Flat -~ Morrow has four overproduced wellss Burton
Flat - Strawn, one overproduced well, Carlsbad =~ MOrrow ==
South Carlsbad -~ Morrow has five overproduced wells, Catclaw
Draw has one overproduced well., The Crosby ~ Devonian has
one overproduced well, The Euront pool has fifty-seven over-
produced wells, Indian Basin has no overproduced wells =--
Indian Basin = Morrow. Indian Basin -~ Upper Penn has twenty~
nine overproduced wells. The Jalmat pool has eleven over-
produced wells, Justis-~Glorieta, one. Monument McKee, one,
And the Tubb gas pocl has thirteen overproduced wellis.

So even though there were only seven wells that
I found in the proration schedules that had the six-times-
over flag, there are a number of other wells in the state
that aie cverproduced, So this not only =-- the suspension
of the Rule 15(A) and 15 (B) not only affects those seven
wells that were shut in, it also protects the other wells
that are overproduced in thgﬁevent tiney sihouid be produced
harder during this eﬁéﬁééncy period and to prevent them from
beina shut in for being six-times-over.

Now, the amount of gas that has been made availableg

is questionable. I have no handle on exactly what it amounts

I el
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to., We can gee herce that we have very few wells percentage-
wise that can be called upon to produce additional gas.

Processing facilities and handling facilities in
the field are limited, ©Now, we see here in our schedule
for southeast New Mexico that the best pool in the southeast
is the Indian Basin - Upper Pennsylvanian pool, but that
pool's producing capacity is limited by the processing
facilities that are in the pocl., 1It's a very sour gas., It
must go through the gasoline plant there in the field and
the gqgasoline plant has limited capacity. So I don't think
thhat a great deal of additional gas could be produced from
that field, Most of these other fields have mostly marginal
wells which are producing at their capacity now, anyway.
There is some additional excess producing capacity but it is
limited.

That about summarizes the status cf the pecls and
the status of the situation. I have no p;i:ticular recommend-
ation to make. I think that while we are in this cri*tical
situation that the rules should continue to be suspended.
For how long, I don't know., I realize that if wells get
overproduced unless some other action is téken which is be-~
yond the scope of this hearing today, that‘there's a possi-
bility they may get so far overproduced th;at they might have
to be shut in when the rules are no lonqef suspended. They

might have to be shut in for very prolonged periods of time
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b 1 and we have to think about weather conditions next winter,

, -
. L 2 also.
? v ’ - 3 So while I think that the rule should continue
] o 4 to be suspended for the time being, I have no recommendation
b 1 ~ 6 as to how long it wculd be for.
F ) ; - 6 Q Mr. Nutter, was bxhibit A prepared by you?
j E 3 7 A Yes.
- -
} N 8 MS. TESCHENDORF: At this time I'l1 offer Exhibit
F - s 9 A in evidence znd I would also ask that the Examiner take
<
A "g .'%: 10 administration notice of the Conunission"gas proration
‘. iEE i achedule for February for the northwest and southeast New
282 2| ex:
= 8..§8§ Mexico gas pools.
- i n . .
-ﬁégg MR. STAMETS: Exhibit A will be admitted and ad-
] ’g gfié 14 ministrative notice will be taken to the proration schedules.
- -gog 15 Are there questions of the witness,
; ® 3
- :3: 16 Mr, Nutter, could you just run over the names of
: 17 the major pipelines that serve New Mexico both interstate
- 18 and intrastate?
-~ 19 A Yes. In northwest New Mexico we have two major
& : 20 interstate pipelines, That would be El Paso Natural, Nor.thwe*t
- 21 pipeline and then there is an intrastate purchaser up there
- 22 that being Southern Union or Southern Union Gathering or
; 23 New Mexico == Gas Company of New liexico, whatever., In ad-
24 dition, therxe are some minor intrastate purchasers in the

e 26 northwest.

o el o
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In the southeast we have Ll Paso Natural Gas Cowm~
pany: we have Northern Natural Gas Company; we have Natural
Gas Pipeline and TransWestern, those are the major intere
state purchasers. In addition, we have two major intrastate
purchasers, being Tuco or LLano and Southern Union or Gas
Company of New M=2xico, and some other minor intrastate pur-
chasers. I hope I haven't left any big pipelines out,

MR, STAMETS: Looks like about seven major pipe-
lines,

THE WITNESS: I think so.

MR, STAMETS: Any other questions of the witness?
You may be excused,

(Thereupon the witness was excused,.)

MR, STAMETS: Mr., Burlescon, I'll ask you to pro-
ceed at this time,

MR. NANCE: Your Honor, my name is John Nance., I
have a letter from the law firm of Montgomery, Federici in-
dicating that we are associated with them for the purposes

of offering evidence in this hearing,

E., R, MAKNING

callad 2= a witness, having been first duly sworn, was

examined and testified as follows:

DIRECT EXAMINATION

W i e
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BY MR, NANCE:

Q Wwould you please state for the record your name
and where you reside?

A My name is E. R. Manning, I reside in El Paso,
Texas.,

Q Would you also tell us for whom you work and in
what cépacity?

a I'm employed by El Paso Natural Gas Company as
Chief Proration Engineer.

Q In this capacity as Chief Proration Engineer have

you previously qualified as a witness before this Commission
or one of its examiners?

A Yes, I have.

MR, NANCE: Are the withess' qualifications
acceptable to the Commission?
MR, STAMETS: They are,

Q (Mr. Nance continuing.) Mr, Manning, éould you
please explain briefly the extent of El Paso’s interest in
this proceeding,

A El Paso Natural Gas Company is both an operator

or a producer and an interstate pipeline company. El Paso

r

h oy

b
& [

f
1]

is concerned about the amount of gas from its wells

A ta

will be permitted to produce in the future and alsoc th

]

availability of gas to its pipeline.

Q Are you familiar with the New Mexico 0il Con-

IR PEECHAIN L W
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1 gservation Commission's emergency order, Humbzr E-30 which

2 suspended certain rules of the general rules of Order. Number

3 R-1670?
4 A Yes, sir, I am.
: ) f : 5 Q boes thie affect El Paso's operations as a pipe-
r, § - 6 line company?
X 7 A Yes, sir, it does.
% 8 ﬂ Q How has El Paso operated under the general rules
9 of Order R-1670 in the past?

10 A El Paso has operated very well under the limits
11" of the general rules of Order R-1670, Now, there's been

12 some instances where we have experienced some difficulty in

13l complying with Order R=-1670 and we have applied for exceptiong

Phone (505) 982-9212

14 whexe we have experienced this difficulty to certain rules

Gerieral Court Reporting Service
825 Culle Mejia, No. 122, Santa Fe, New Mexico 87501

15| for a period of time. Now, we have not asked for -~ ever

-k
sid morrish reporting service

16 asked for suspension of the sixe~times~overproduced rule,

ﬂ%E 17 We have asked in the past maybe a delay on balancing.
- i8 Q I see., So, in general, you would say, though,
- = 19 that operations under the rule have been satisfactory.
.'? 20 A In my opinion they have, yes, sir.
! —- 2 Q Okay. Now, the exceptions that you have asked

- 22 for in the past, have they been numerous or few in number?

: 23 A They've been relatively few.
§ 24 Q All right. Now taking into consideraticn El Paso'
P 25 operations up until January 28th of 1977, could you expiain

g i
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those operations .in serving El Paso's customers?

A Well, prior to the E~30 El Paso was meeting the
demands of its high priority customers. We continually =--
or continuocusly try to balance production from wells ac=-
cording to their prorated allowables and every attempt is
made to prevent a well from being overproduced to such an
extent that it would be shut in according to Rule 15(A) and
Rule 15 (B) of Order R~1670.

Q Now that Emergency Order E-~30 has been issued
how is El Paso operating?

A Well, upon the issuance of Order E=30 El.Paso
turned on all federal, Indian, state and fee lease wells
tied to our system, regardless of their overproduced status,
provided that they were not ordered shut in due to failure
to comply with other rules and regulations of the Commission.

Q Now, have you made a study cf the conditions of
the wells that are tied into El Paso's system?

A Yes, sir.

Q How many wells did El Paso have shut ir in order
to comply with Rules 15(A) and 15(B) of Order 1670 at the
time Emergency Order E~30 was issued?

A El Pasoc had nine wells connected to its system
wirich were shut in at the time of the issuance of thisg ==
or Order E-30.

Now, if this emergency siiould be cxitended what
Q ’ g Y

R
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1 effect would this have on El Paso'’s system?
2 A We've estimated the status for the month of

- 3 February, March, and April of 1977 for all prorated gas wells

H

in the State of New Mexico connected to El Paso's systemn.

In estimating the status it was assumed that all

O i
#
ol
4]

f 6 wells would be produced at maximum and allowables would re-

rop—

7] main the same as assigned in the past,

j -
i ‘ 8 The study reflected that with continued production
% 3 - 'g‘ 91 and no increase in allowable adaitional wells would become
L ‘ -g cgo 10 || overproduced to such an extent that they would normally be
L~ 3= '
_\i '%é%g t1 ghut in,
_— gggg 12 Our study also reflected that at the end of
| - ;ES% 13 February, 1977, there would be eleven wells six-times over-~
j E‘ gf,‘fo' 14 | produced. One of these wells is located on a federal lease
f - :§6§ 15 and will be approximately twenty-times overproduced.
- é 16 By the end of March there will be a total of
‘ : 17 twelve wells six~times overproduced or more, Now this same
‘., 18 well that I spoke of located on a federal lease, will be
;*" - 19 twenty~-nine times overproduced at the end of March,
N :’ 20 By the end of April there will be eighteen wells
) - 27 six-times or more overproduced. Now this same well we've
- 22 been speaking of -- that XI've been speaking of here, will

23 be thirty-five~times overproduced, and this overproduction

24 | will require that this well be shut in for approximately

T 2% | three years in order to balance it.

e epw e
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Q Wow do you feel that El Paso can continue oper-
ating during this emergency period under an order similar
to kmergency Ordex E-30?

A Yes, as I've just explained, there will be more
and more wells that will be overproduced to such an extent
that they would of necessity have to be shut in when the
emergency order is terminated unless some provisions are made
to handle this,

Q All right. With this in mind do you have a re-
commendation of what might be done to eliminate the possi-
bility of these wells becoming so far overproduced?v

A Yes., My recommendation would be that =-- would be
for the New Mexico 0il Conservation Commission to allow any
well to accrue overproduction during the smergency.

Q Will you restate that, I'm sorry?

A My recommendation would be for the New Mexico 0il
Conservation Commission to not -~ I'm sorry, I left that out -
not allow any wells to accrue overproduction during the
emergency pesriod.

Q Very well., How could this be accomplished?

A Well, the New Mexico 0Oil Conservation Commission
should make provisions that the overproduced status for any

waell would no* excced the wvalue existing as of February the

Q Now, for this overproduced status you're talking
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1 about at the end of the declared emergency period, is that

2 correct?
- 3 A That is correct, that when the emergency is de-

4| clared over, then the status would be picked up as of Feb=

5 ruary the 1lst, 1977,

- 6 | Q Very well. Why is El Paso making this recommend-
i - 7| ation?
o 8 A Unless some provision such as I've just suggested
i 8 5] be made at the end of this emergency, there will be gas
o <
: %:é 10]] wells overproduced to the extent that it would be necessary
, ;%ES ii to shut thom in, By shutting in these overproduced guas wells
=t §§§§ i2 gas will ba precluded from going to storags and the storage
, S
‘: ‘Egg% 13 of gas is necessary for use during subsequent heating seasons
: E gfé 14 for high priority customers. I'd like to point out that
s ;Ug 15 some of these high priority customers are located in the
i ®
: - 8 1ell State of New Mexico.
:} 17 Q As long as a national emergency is considered to
~ 18 exist do you feel that the New Mexico Oil Conservation Com- )
- 9 mission should continue to operate under an order similar
_ 20 to Emergency Order E~30?
j‘j 21 A Yes, sir. The Secretary of Interior, Mr. Cecil
;u | 22| Andrus has stated in a letter to all operators of federal
__: 23 leases that an emergency now exists and requests that all i
24 federal leases be produced at their maximum efficient rate
-

£ 25 until further notice. El Paso believes that all leases

AR s §
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produced during this emergency period; however, we
believe that no well should be penalized by accruing addi=-
tional overproduction during this emergency.

Q I see. Let us emphasize, when you're talking about
all leases, yoﬁ mean federal, Indian, state, and fee leases?

A Yes, sir.

Q Okay. Would the action you recommend prevent waste
and protect correlative rights?

a Yes, sir, in my opinion this course of action will

[

prevent waste and protect correlative rights{
Q Do you have anything further in this case?
A No, sir, I don't.

MR, NANCE: Mr. Examiner, this does conclude our
direct testimoiiy.

MR. STAMETS: Thank you. Are there any questions
of the witness? Mr, Arnold?

MR, ARNOLDt Just exactly how do you protect cor-
relative rights on that kind of situation?

THE WITNESS: My thoughts on that, Mr. Arnold,
are that if every well is given the opportunity to produce
its maximum that there will be no violation of correlative
rights there.

MR. ARNOLDs Doesn't the proration order assume
that wells are assigned an allowable in accordance with the

reserve that thie well has and doesn't it presume that that
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1 production rate is necessary in order to protect correlative

2 i rights?
3 W A Yes, sir, and when the proratior formula works
4} through a period of time as the production and the allowables

5[ increase, then wells become unable to produce the nonprorated
6[ or the prorated allowable and they become marginal, that
7 | production ig thrown back to the other wells and in time this

gl will take care of itself.

3 9 MR, ARNOLDs Well, I realize that that time the
2
% ;é 10l order would take care of it, certainly. I just had some
8%:;:; 11 | question that as long as a pool is still prorated and wells
%%?;% 12 l are still non-marginal, how you actually protect correlative
:’%é% 131 gights under the order.
%E%é 14 A Well, I think if all wells are turned on and given
;0§ 15 || the opportunity to produce their maximum, in my opinion, Mr.
é 16 || Arnold, this is not violating any correlative riants.
17 MR. ARNOLD: Okay, thank you.
18 MR. STAMETS: I would point out, Mr. Manning, it

19l would appear that El paso's proposal relative to freezing
20l the overproduced status of the wells would seem to be beyond
21 | the call of this particular hearing today and I'm sure it
22 | could be considered at some later date by the Commission. #
23| you pointed out one well which you said would be overproduced

24 | ghirty-five times at the end of April., Do you know what

.su're talking about there?

26 | yolume of production

i

R R e |
1 F .
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A Yes, sir., I turned right to that page whenever
I concluded my testimony. That's 2,5 million a day.

MR. STAMETSs That's the volume of overproduction?

A Oh, overproduction at the end of this time?

MR. STAMETS: Right,

A No, sir, that's the deliverability, or that is
what the well is capable of producing., It's overproduction
would be 75,660,000 cubic feet.

MR, STAMETS: Mr. Manning, have you had any in-
dication that the relief that we've given here has really
caused some good in the east?

A Well, sir, we do not serve the east. Are ycu
asking just for an opinion or are you asking for some studies
that I've made on this or what?

MR, STAMETS: Mr, Manning, from your expert Know-
ledge of the situation do you know that there have been
some trade~offs that have resulted in additional gas?

A Yes, sir, I'm aware of trade~offs, Now to what
extent, I carnnot testify to that, but I am aware that some
of the gas has.been going east, yes, sir.

MR, STAMETS: Okay, do you have any indication
how long we should consider continuing this particular sus-
pension?

A Well, I jeard this morning on TV that now that

R~
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1 energy by one of the men back sast, but I assune you're

2| asking me for a recommendation on how long to continue this,

3| is this correct?

4 MR. STAMETS: Right, do you have some opinion

6| on that point?

6 A Well, I would say probably till the end of May
7| or maybe you could terminate it the first of May. I think

8| it will have something to do with how fast the east warms

g 9% up and then remains warm.
8 % .
s % 1o un, seaMErs: Such a continuance would allow us
@ iw
® 5 i = - a . » . .
ué;«: 1) to just go ahead and write an order continuing this in-
[a] .
IS
& . s .
§§§g 12| gefinitely and then establishing a hearing date at some
4 o~ ‘
£33 T
o fa,gi"v; 13| jater time to consider suspending the suspension.
£ 328
:3 14 A Yes, sir.
g3
3 g 15 MR. STAMETS: In your opinion are there any other
S 16 problems, such as getting Bureau of Land Management clearance

17 to connect new wells, which would make it egually difficult
18| to get gas flowing in the pipelines to our rules 15(a) and
19 15(B}?

20 A I'm not aware of any. Of course, that's out of

2 my field of endeavor with El Paso, but I'm not aware of any.

22 | There may be some.

23 MR, STAMETS: Any other questions of this witness?

24 MR. MEDLEY: R. L. Medley with Natural Gas Pipe- w

25“ 1ine. I got a little confused awhile ago when you were
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talking aboﬁt the gas going east. Is that this E-~30 gas
going east or is that gas that El Paso is moving east as a
result of California having a mild winter?

A well, this was the gas that I was talking about
that -- where the tradeouts to send gas back east and somne
of it would probably include some gas that wasn't needed in
california and others where they were being able to pick wp
gome intrastate gas in Texas and send it east. This is what
I had reference to, not just the gas that became available
f£rom E-30, Reggie.

iik, MEDLEY: ©One ather guestion, and it's a clar-

ﬁ

ification on the volume you stated, It seemed kind of gmall.“

Would 75,600,000 be right for your well there?
A Yes, sir.
MR, MEDLEY: With a two and a half million a day
deliverability?
A Yes, sir.
MR, MEDLEY: FoIr what date, or when?
A As of == that would be on May the lst.
MR. MEDLEY: Two and a half million a day?
That's thirty days production to get to 15,000,000,
A Wwell, that's not its allowed; that's its deliver-
ability.
MR, NUTTER: That's its production over its al-

ien't it?

P il
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“"‘ 1 1R MEDLLEY ¢ 1 got & 1ittle confused on -

) ‘» 2 A yes, it i8¢ the '769 you' re talking about, pan?

- 3 MR. NUTTERS the WO and a half is over the allow= \
4| apble? \

5 A No, two and @ nalf is deliverability of that welle

e

6 MR. MEDLEY$ 1'm confused) 1'11 guite

e T

L)
5 1 MR . SPAMETS Any other gu
) \ - »
Loa gl you may Pe excused.
i v g 9 MR, NANCES One question on redirect.
T %
m\ o % F 10
L - ! 3
! i;g " REDIRECT ,E}_cmmxrxox

12 \ BY MR. NANCE?

o

i 3 b
Raporting S
. 122, Sents Fe,
Phone (505) 98292

3
) o~
‘%Ei 14 Q viith regard to the Ex:a.miner’s uestion on the \
Koy
- ',% % 15 period of time that such an extension of this oxder should
- 8 16 be considered, do you +nink it would be fair to sa¥ that ‘
| 1 this extension should coincide with the period of time that \
- 18 ﬁhe gecretary of {nterior and president declare OF fcel that
->; - 19 an national emargency exists?
) : 2 A qes, sir, I do° 1 pelieve that would be the
- 21| proper time tO terminate ite
T z : Q very welle
B 23 MR.‘ STAMETS: BAOY other questions?
_ 24| The witness npay be excused.
- » (Thereupon the witness was excused.)
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1 MR, STAMETSs At this time X'd like to ashk if
2 anyone elsoe plans to offer any testirony in this case?
3 MR, HAMMER: Robert llammer, WNorthern Natural Gas
4 Company, we'd like to submit a statement.
6 MR, STAMETS: Okay. There appears to be no other
: _ 6 people presenting testimony at this hearing. We will then
! 7 take statements,
;ii 8 MR, KELLAHIN: Jason Kellahin, Kellahin and Fox,
8 I'm appeéring in association with Mr., Robert Hammer on behalf

10 of s rthern Natural Gas Company. Mr, Hammer is a member of

n the Nebraska Bar and we will have a stabtemant.

12 MR, STAMETS: Mr, Hammer, you miay go ahead ana

13 read your statement at this time,

Phone (505) 9829212

14 MR, HAMMER: Okay, thank you, Mr. Examiner,

General Court Reporting Servic::

825 Cidie Mojia, No. 122, Santa Fe, New Mexico 87501

15 Northern Natural Gas Company is a major interstate pipeline

i i i
sid morrish reporting service

16 company that purchaéés approximately twelve perceut o
17 gas from New HMexico. Its line extends from New Mexico and
- 18 West Texas through the Texas panhandle, Oklahoma panhandle,
19 Kansas, Nebraska, Iowa, Minnesota, and Wiscdhsin. Northern
20 | believes the proposal at hand would be acceptable if ad-

. ’ 2 ministered in a manner in which all overproéoduction would

{
N

be accounted for and said overproduction will be balanced

N
[N

at the end cof the emergency period through normal channels.

24 However, at present Northern is moving all gas for which

. o.oa

© T 25 we have faciliities and preocessing agreements to handle under

1 . PacE—.
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Phone (505) 982-9212

Geieral Court Reporting Service

825 Calle Mejia, No. 122, Santa Fe, New Mexico 87501

sid merrish reporting service
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13

14

16

18

17
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19
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22

23

24
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Page 30

normal maximum conditiong; normal estimnte§ based on present
allowables, that even at full production, énly two wells
with a total ability of six Mmcf that coul& become six~times
overproduced. At this time Northern wouldfbegin and start
storage replenishment., i

Considering these circumstances?it would be pre-
fexable for Northern to seek administrative relief from the
Commission for specific wells under a case-by=-case basis
for six-times overproduction relief,

Northern states that even if ié were not phySicaliﬂ
bound, it would still desire not to 0verpfoduce beyond éix—
times because of its responsibility to su&mer storage re- !
plenishment activities, OQur capability té fulfill winter l
market requirements is heavily contingentfupon the ability

to have maximum storage volume as the heating season is

entered. If by chance, if we're still in the process of
balancing previous over =~ emergency overbroduction, it would
hinder our efforts to our Priority I andEII customers in

the '77~'78 season.

Northexrn appreciates the effoﬁts of the Commission

to make maximum amounts of gas availablej however, we would

urge the Secretary-Director to deal with?joint applications

by purchasers and operators for administ#ative relief for

RS
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sid morrish reporting‘mvice

porting Service
2, Santa Fe, New Me:cice 87501
Phone (505) 982-9212°

General Court Re,

825 Calle Mejia, No. 12
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11
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13
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MR, STAMETS: Do I have other statements?

MR, OLSON:t Mr, Examiner, we have a statement on
behali of Hanagan Petrolcum Corporation, Unfortunately, it's
on the way over hexe, it's being typed now. If we could
defer that until 1ater in the morning.

MR, STAMETS: Well, we may have to have you sub-
mit that subsequent to this hearing.

MR, MEDLEY: I don't have a statement but I would
like for it to go on the record that Natural Gas Pipeline
Company had a repregentative here, To follow that up, our
major takes out of southeast New Mexico are Ih&ian‘Basin
field, Aas Mr. Nutter mentioned, we have facility limita-
tions in the Indian Basin field so¢ that we have a maximum
capability of production because of those facilities and we
can't change it at this time, That's all,

MR, STAMETS: In other words, what you've done
is confirm Mr, Wutter?

MR, MEDLEY: I'm confirming what Mr. Nutter said,
ves.

MR, STAMETS: Thank you, I appreciate that., Any
other statements?

MR, STAMETS: Before we close this hearing, I'd
like to call vour attention to the fact that ag.Mr. Nutter

pointed out there are seven major pipelines operating in

this state. We have a national emergency situation; we

PR

D ———

|
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have the Commission taking significawt action on a factor
effecting correlative rights, proration. We've had only
testimony by only oné pipeline. We've had statements by
one pipeline. And it's my personal feeling that the pipeline
have been remiss in not coming to this hearing with testi-
mony o©on which we could base an order.

1 don't know if we have enough from El Paso to
go ahead and continue this suspension or not. We'll have
to give that some consideration during the day. When I

make my recommendation to tha Commission, =< of couxse, we

. have two members of the Commission here. I would certainly

hope if we have any future hearings concerning this issue
that the pipelines would conme prepared to present testimony.
I thank you Kindliy. Anything further in this case?

The case will be taken under advisement.

{Thereupon the hearing was concluded.)
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STATE OF NEW MEXICO)

L ) REPORTER'S CERTIFICATE
[ 2| COUNTY OF SANTA FE )

D 3 I, SALLY WALTON BOYD, Notary Public and Certified Short-
< 4l nhand Reporter, Santa Fe, New Mexico, DO HEREBY CERTIFY that
: " 5 the facts as stated in the caption hereto are true and cor-
P

: - 6 rect; that at the time and place aforesaid, I re orted the
;- P

b

% ! 7 captioned proceaedings; that the preceding 32 p&ges, numbered
?; 8 1 through 32 inclusive, are a full, true and correct

H -

P - 8 v transcript of the notes taken during this hearing,

o 8§ =

- 5 g 10 WITNESS my hand and seal, this 6th day of March, 1977,

= § H 11 ﬁ .

§ 320 at Santa Fe, New Mexico,

5?355

- ™ §;§ 12

i ag&g ,

P £ 13 |

385 a 8
- §§°£ Sally Walton Boyd
B 5 14 Notary Public and Certified Short-
g 35;‘ hand Reporter
- g3 0" - |
: = My Commission expires;
- g 18 10 September 1979
18 I d6 hereby certify that th> foregoinz s

(R

8 cotipiete resord of the p:rary »hirgs %
the Examiner hearing of Case u’uj-a .._.
oe by, me gn . s~ ST 77

20 /A ! s Examiner
New Mexico 011 Conservation Commission

18
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presidential documents

. . Title 3-—The President
Proclamation 4495 N April 1, 1977

Termination of Natural Gas Emergency

By the President of the United Sta'es of America

A Proclamation

On February 2, 1977, Proclamation No. #4485 was issued which proclaimed and

+ declared the existence of a natural gas emergency within the meaning of Section 3 of

the Emergency Natural Gas Act of 1977, Such action was necessary because of the

_ imminent shortage of natural gas for high-priority uses and the inadequacy of remedial

measures other than the extraordinary incasures autherized by Section 4 of that Act.

Section 3 of the Emergency Natural Gas Act of 1977, however, requires termination of

such emergency when the President finds that such shortages no longer exist and are
no longer imminent. .

I now find that the severe natural gas shortages which necessitated the declaration
of a natural gas emergency within the meaning of Section 3 of said Act no longer exist

and are no 'nnnrnr imminent. .

- NOW, THEREFORE, I, JIMMY CARTER, President of the United States of
America, by virtue of the authority vested in me by the Constitution and statutes of the
United States, including the Emergency Natural Gas Act of 1977, do hereby proclaim
and declare that the natural gas emergency declared to exist by Proclamation No. 4485

of February 2, 1977 is terminated.

"The fact that this winter's natural gas emergency is over in no way signals an end
_ to our energy crisis. On the contrary, it is a reminder that our natural gas supply is far
short of potential demand. Unless we tuke remedial action to develop a natural gas
policy as part of a comprehensive energy policy, our economy, and even our homes,
will be in increasing danger with each passing year. On April 20, 1977, I shall propose

a policy to provide a long-term solution to our energy problems.

IN WITNESS WHEREOF, I have hercunto set my hand this first day of April,
in the ycar of our Lord nineteen hundred seventy-seven, and of the Indecpendence
of the United States of America the two hundred and first.
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NATURAL GAS P. 0. BOX 1492
EI SD COMPANY EL PASO, TEXAS 79978
PHONE: 915.543-2600

May 13, 1977

New Mexico 011 Conservation Conmission
P. 0. Box 2088
Santa Fe, New Mexico 87501

Re: Case No. 5872
Gentlemen:

Pursuant to the 0il Conservation Commission's Rule 1220, E1 Paso Natural
Gas Company ("E1 Paso")} respectfully requests that a de novo hearing be set
before the Commission to reconsider Case No. 5872.

Under emergency Order No. E-30, issued on January 27, 1977, and Order
R-5373 issued on February 11, 1977, the Commission suspended Rules 15 (A) and
15 {8) of the General Rules for the Prorated Gas Pools of Northwest New Mexico
and Southeast New Mexico in order to allow maximum production during the national
natural gas emergency.

On April 26, 1977, the Commission, foilowing a hearing held on April 20, 1977,
issued Order No. R-5373-A, terminating the suspension of Rules 15 (A) and 15 (B)
effective 12:01 A.M. (MOT), May 1, 1977. Order R-5373 adversely affected El
Paso in that it gave no consideration to overproduction or underproduction
accrued to gas wells during the period of suspension of said rufes. In order to
avoid a hardship which will be worked on E1 Paso's system because of compliance
with the above mentioned orders, E1 Paso desires a ruling that no overproduction
be accured for gas wells in prorated gas pools for the reporting months beginning
with February, 1977 and continuing through the end of April, 1977.

Respectfully submitted,
EL PASO NATURAL GAS COMPANY
oy & KD arrzesna

T 4L
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Dnv:sion Engneenng
Manager

June 6, 1977

File: HHR-986 . 51NM-2266 ;

Re: Case 5872 (Reopened)

T Commission Hearing Docket i

Mr. Joe D. Ramey

New Mexico 0il Conservation Commission
p. 0. Box 2088

Santa Fe, NM 87501

B

Dear Mr. Ramey:

Amoco Production Company recommends that Order No. R-5373 be :
rescinded. Suspension of pules 15(A) and 15(B) did not result ;
in additional production of gas from Amoco operated wells in
Southeastern New Mexico. We support granting additional allowable
to a pool for any overproduction accrued during the suspension

of Rules 15(A) and 15(B) and allowing underproduction to be taken
care of by field rules or the general rules. We are opposed to
giving special consideration to an individual well.

pPlease enter this letter into the record of the hearing on Case
No. 5872 (Reopened) .

Yours very truly,

e

JEP:sam
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presidential documents

| Title 3~The President
Proclamation 4495 . April 1, 1977

T - -
-
T 1 -

t E Termination of Natural Gas Emergency

) : . By the President of the United States of America . ' T

. _ A Proclamation

On Tebruary 2, 1977, Proclamation No. 4183 was, issued which proclaimed and : -
- declared the existence of a natural gas eniereency within the meaning of Scction 3 of .
’ the Emcrgency Natural Gas Act of 1977, Such action was necessary because of the
imminent shortage of natural gas for high-priority uses and the inadequacy of remedial
measures other than the extraordinary measures authorized by Section 4 of that Act.
Section 3 of the Emergency Natural Gas Act of 1977, however, requires termination of
such emergency when the President finds that such shortages no longer exist and are
no fonger imminent. .

I now find that the severe natural gas shortages which necessitated the declaration
of a natural gas emergency within the meaning of Section 3 of said Act no longer exist
and arc no longer imminent.

! NOW, THEREFORE, I, JIMMY CARTER, President of the United States of
: Amocrica, by virtue of the authority vested in e by the Constitution and statutes of the
; Uniied Siaies, including the Emergency Natural Gas Act of 1977, do hereby proclaim
' and declare that the natural gas emergency declared to exist by Proclamation No. 4485
of February 2, 1977 is terminated.

The fact that this winter’s natural gas cmergency is over in no way signals an end . ~ N
to our energy crisis. On the contrary, it is a reminder thiat oug natural gas supply is far ‘
short of potential demand. Unless we take remedial action to develop a natural gas
policy as part of a comprchensive encrey policy, our economy, and cven our homes, o
will be in increasing danger with each pissing year. On April 20, 1977, 1 shall propose ol
a policy to provide a long-term solution to our encrgy problems.

S

i IN WITNESS WHEREOF, I have hereunto set my hand this first day of April,
in the year of our lord nincteen hundred seventy-seven, and of the Independence

j of the United States of America the two hundred and first.

i

!

wﬁ/
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j ‘ Doc.'l?—lO’.’I!)-!‘nlcd 4-1«;%77;‘1’%»“};)(}418}:( NC. "/’i—;":‘ _
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NORTHERN NATURAL GAS COMPANY 1771
New Mexico 01l & Gas Commission Case No. 5872 }/ 20

Direct Testimony of Alton Dean Fuller

IN THE MATTER OF THE HEARING CALLED BY
THE OIL CONSERVATION COMMISSION OF NEW MEXICO
TO CONSIDER BOTH THE CONTINUED SUSPENSION OF
SAID RULE 15(A) AND 15(B) AND CONSIDER EVIDENCE
OF THE EFFECT OF THE SUSPENSION TO DATE

~ Will you state your name and residence?

My_néme is Alton Dean Fuller. I reside at 2406 Goddard, Midland, Texas.

By whom are you employed and in what capacity?

I am employed by Northern Natural Gas Company as the Production Engineer for
the Permian Region Gas Supply Operations Department.

Have you ever testified before the 0il Conservation Commission of New Mexico?
No. |

Would you briefly describe your educatioﬁal background and your professional ex-
perience?

I graduated from New Mexico State University, Las Cruces, New Mexico in 1970,

having received the Bachelors Degree in Mechanical Eagluneering. I was employed

by El Paso Natural Gas Company as #u Eigiueer in the Technical Serxrvice Depart-~

ment of the Permian Division from 1970 to 1973, and was involved in many facets

-of the gathering, treating, and compression of natural gas. I am presently, and

have been for approximately three years, employed by Northern Natural Gas Com-

pany. I am the Production Engineer for the Permian Regilon Gas Supply Operations
Department, Midland, Texas, and help maintain gas supplies by administering con-
+ +ha

ax

tractual and economic assistance to producers within guidelines iaid out
Regulatory bodies and Northern's Management. I am a member of the Society of

Petroleum Engineers and American Society of Mechanical Eagineers.
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What is Northern's interest in this matter?

atural Gas Company (Northern) is a major interstate pipeline company

and West Texas through the Texas Panhandle,

Northern N

whose p;peline extends from New Mexico
south Dakota, Minnesota, and Wisconsin.

Oklahoma Panhandle, Kansas, Nebraska, Iowa,

Northern purchased approximately 90 BCF of gas from New Mexico oil and gas fields.

proximately 11% of our total requirements.

in the past twelve wmonths. This was ap

Our market area weather has moderated considerably during the last two months.

ua temperatures averaged 227 colder than normal.

However, through early February,

During this cold period we were able to continue service with virtually no inter-
ruption to our curtailment category 1 and 2 customers. (These are homes, schools,

small business and other essential gas users) .

We believe there are two reasons we were able to make it through the winter with

only moderate problems. First, in the early 1970's, we began an active program te
protect high priority customers by advising our utility customers of the severity

of gas supply problems; we urged that lower priority customers make arrangements

for alternate fuels. Most of our curtailed customers were relatively well prepar—
ed ithis winter. Second. we actively sought storage and the authority to curtail
low priority uses, as necessary, to fill storage which is used to serve high pri-~

ectric power generation will be

ority needs. As a result, natural gas used for el

virtually nil in 1977, compared to about 185 BCF in 1971.

The importance of this storage can be {1lustrated by noting that it supplied

nearly 1/3 of Northern's average peak day sales requirements of 2.6 BCF this win-

ter. Northernm is completing additional underground storage with an ultimate iZ

BCF cycle capacity at Lyons, Kansas, and project completion of theT:unningham,
X {

Kansas, unda2rground storage field with 40 BCF cycle capacity in 1970-80. We are

pursuing additional lease storage agreements, and

will complete in 1978 our second
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the suspension of Rules 15(A) and 15(B) should be quantified.

2 BCF LNG plant., Northern expects to have approximately 73.4 BCF available from
storage for the 1977-1978 heating season, of which half will come from lease stor-

age accounts.

Northern's present and future storage accounts play a major role in our ability to
service our market. It is evident that Lea County volumes not only seérve us as a
base load, but also aid in replenishing our much needed storage requirements.

I would now refer you to the four (4) questions or issues set out in fiﬁdings (8)

_through (11) in the Commission's Order dated February 11, 1977, in this case. Are

you familiar with this Order?

Yes, 1 am.

The Commission requésts under finding (8) of Order No. R-5373, that the effect of
Would you quantify
the effect that Northern has experienced?

Norfﬁern has not experienced any effect, to date, stemming from the suspension of
the Rules.

The Commission requests under finding (9) that evidence should be rendered to es-
t;blish whether or not correlative rights might be violated under the suspension.
Would you please state if, in your opinion, these rights could have been violated
and under what circumstanﬁes such violation could have existed?

It'is my understanding that In New Mexico, correlative rights are protected under
Statute 65-3-10 of the New Mexico Statutes Annotated, which empowers the Commiss-
ion not only to prevent waste but to also protect said correlative rights. This

protection allows each owner, in an orderly manner, assurance of the opportunity

of recovering or receiving his fair share of the oil and gas from a2 common pool.

It skould be so noted that correlative rights are normally protected to an extent
by the Commission under its allocation procedures and the enforcement of Rules

15(A) and 15(B).
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The Commission also retains that power to act in the public interest in an emer-

gency situation as has been exhibited in the action iaken in emergency Order No.

o

E-30 and as extended under Order No. R-5373. In the case of this emergency, wells
were permitted to be overproduced more than six times over the allowable and not

be shut-in as 1s commonly practiced under Rules 15(A) and 15(B).

The ability to overproduce can be related to the well capability, allowable assign-
ed, and the physical ability to move the gas. The capability in some cases, can
be directly related to the system pressure into which the well produces. The sys-
tem pressure can be related to system design which takes into account downstream
horsepawer as well as pipe sizing and field pipeline efficiency. Under normal cir-
cumstances and normal operating parameters, the mechanism to yield equity in pro-
duction rights does éxist. Under an emergency situation such equity could only
exist if all purchasers had essentially the same gathering facilities for a given‘
pool. The ability of most Northerﬁ wells in our traditional Lea County producing
area to become six times overproduced in much smaller when compared to more recent

completions by others in newly discovered gas well gas pools.

Northern is not in a position to state whether or not correlative rights have, in
fact, beén violated. We will state that in an emergency situation the potential
for violation iﬁ present. Northern is of the opinion that if correlative rights
have been violated during the emergency period through allowing accumulation in ex-
cess of six times overproduction that appropriate procedures now exist to balance
that overproduction, and that those procedures should be used. We believe this
would be both reasonable and consistent with the public interest.

Do you mean that any accumulation in excess of six tiwes overproduction should be
balanced?

Yes, I do.
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i Q. Referring to finding (10) of the subject ordexr, has Northern had any factors which
restricted its ability to connect new wells or otherwise deliver gas to the area of
the emergency?

A, Northern has experienced what seems to be excessive lead time in acquiring approval
to connect a well located on State or Federal lands. Although the instances have
been few, we believe it 1s important to make record of the additional time needed

to receive approval to tie these wells to our system.

Q. Have you prepared an exhibit reflecting this time lag in obtaining approvail?

A. Yes, I have prepared exhibit .

Q. Has Northern experienced any additional undue restrictions in cornecting wells?
A. No. At the time of the emergency, Northern was moving a maximum amourt of gas to

i1ts customers, especially from the Lea Couanty Area. It is important to note that
this maximum amount of gas moved from Lea County, jncludes those volumes processed

for our account by El Paso Natural, Skelly and Warren. It appeared to Northern

that those facilities of E1 Paso Natural, Skelly and Warren handling our gas were

also being operated at maximum.

"i Q. So you are stating that Northern did not have additional capacity to support the %
emergency. ' ' g
A. From Lea County — yes - we were operating at maximum effort. However, we do belleve ?

4 we served the emergency by transporting gas through our system as we were able. é -

Specifically, Northern transported approximatély 200 MMCFD emergency purchased gas
during the crisis period. ’ R
Q.- Referring to fimding (11) of Order No. R-5373, how many wells has Northern sﬁut—in
due to overproduction directly relating to the suspension of Rules 15(A) and 15(B)?

A. Northern, during the emergency period, had one Lea County well shut—-in for six times

overproduction. This well remained shut-in because Northern has had no means to

move said gas to the emergency market.
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Q. Would you please briefly summerize Northern's position in this matter?

L ' A. Yes, I will.

Noxthern bellieves the Commission acted expediently in issulng said order. North-

ern has done its part in the national interest by transporting volumes to the crisis
area. Northern has not -seen nor moved significant gas quantities to the emergency

N j area from its southeastern New Mexico production area. We are of the opinion that
if correlative rights have been violated, that excess of six times overpfoduction
acquired throughout the emergency perilod should be balanced, if not during the next

proration period at least over several following periods as shown to be reasonable.

Northern further believes that the suspension of Rules 15(A) and 15(B), in order to
allow maximization of volumes to the emergency area, was just and prudent. How-
ever, in the best interest of the total public, when the crisis wanes, the emer- ;

gency should be recalled as soon as practical. Efforts can then be turned to bal-

ancing overproduction and replenishing storage in preparation for the following

heating season. A continuation of the called suspension would be in essence "rob-
bing Peter to pay Paul," and could cause excessive overproduction problems in the ;
following heating season, as well as set a precedent that could circumvent the ;

whole proration system.

We believe that for our portion of Southeasﬁern New Mexico production, adequate re-
lief for overproduction is available through current rules and regulations of the
0il Conservation Commission of New Mexico. We see no reason for the extended:sus-
pension of Rules 15(A) and 15(B).

Q. Mr. Examiner, this completes Northern's testimony.
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EXHIBIT 'A'

APPROVAL TO CONNECT WELLS:

STATE LAND:

o ——————e

NNG-GSC Notification
Survey

Application to Santa Fe
Approval Received

Miles of Pipe Involved

FEDERAL LAND - BUREAU OF LAND MANAGEMENT:

NNG-8SO Notification

Survey

Route Approval - Roswell

Archaeological Survey

Archaeclogical Survey - Approval

Application to Omaha for NNG Officer Approval
Approval from QOmaha

Application to Santa Fe & Roswell

Approval by Bureau of Land Management

Miles of Pipe Involved

NMOCC Hearing

Concerning Suspension
of Rule 15(A) and 15(B)

GULF RAMSEY

3/2/77
3/9/77
3/17/77
4/11/77

150

UNION-BRITT
A FED. #6

11/9/76

11/11/76
11/25/76
12/10/76

12/20/76
12/29/76

1/24/77
2/23/717

.235

AMERADA

STATE P-3

317177

3/21/717
3/23/717
4]18/77

134

UNION-BRITT

B 2-C

PR A ]

3/4/77
3/7/77
3/10/77
3/15/77
416471

516271

4119777
4/20/77 -
Est. 4 Weeks

.133




Incket No, 19-77

* Pockets Nos. 21-77 and 22-77 are tentatively set for hearing on June 22 and July 6, 1977. Applications for
hearirg must be filed at least 22 days in advance of hearing date.

DOCKET: CO2AISSTON HEARING - MONDAY - JUNE 13, 1977

OIL CONSERVATION COMMISSION - 9 A,M, - MORGAN HALL
STATE LAND OFFICE BUILDING, SANTA FE, NE¥ 1GXICO

»/’ﬁm- In the matter of Case 5872 being reovened pursuant to the provisions of Order lo. R-5373 which
order suspended Rulec 15(A) and 15(B) of the Geueral Rules for Prorated Gas Pools as pronmulynted
by Order No. R-1670. as amended, to permit overproduced wells to continue to produce pas during
the severe winter veather conditions without danger of beins shut in for overproducstion. All
interested parties may appear and show cause why sald suspension should not be rescinded., Also
to be considered will be the matter of final disposition of overproduction acerued during the
pericd of suspension of Rules 15(A) and 15(B), and what, 3f any, special consideration should
be given to underproduction accrued to gas wells during the period of suspension of said rules,

Upon application of El Paso Natural Gas Company; this case will be hesrd De Hovo pursuant to
the provisions of Rule 1220.

CASE 5941: In the matter of the hearing called by the 01l Conservation Commission on its own motion to
permit operators of Injection wells and all other interested parties to appear and show cause
why the injection of fluids for salt water disposal or secondary recovery should not be
restricted or suspended in the following areas in Lea County, New Mexico:

NORTH AREA

Township 17 South, Range 33 East: Seetion 36;

Township 17 South, Range 34 East: Sections 1 thru 4, 9 thru 16, E/2 of 20, 21 th»u 29, E/2 of 30,
end 31 thru 36;

Township 17 South, Range 35 East: W/2 of Section 6, all of 7, S/2 of 8, and all of 17 thru 36:

Toynship 18 South, Range 34 Fast: Sections 1 thru 3, N/2 of 4, NE/4 of 5, and all of 11 and 12;

Township 18 South, Range 35 East: Sections 2 thru 8.

CENTRAL AREA

Township 19 South, Ranege 37 Tast: Sections 15, 16, 21, 22, 26 thru 28, ard 33 thru 36:
Township 20 South, Pange 36 Fast: Sections 13, 24, and 25:

Tovnship 20 South, Range 37 Fas%: Sections 1 thru 5, 7 thru 30, and 35 and 36:
Township 20 South, Range 38 East: Seetions 5 thru 8, 17 thru 20, and 29 thru 31;
Township 21 South, Range 36 East: Sections 1 and 12;

Tarmshin 21 South, Range 37 Fast: Sections 5 thru &,

SOUTH AREA

Township 22 South, Range 37 Fast: Sections 13 ihxu 393
Township 23 Scuth, Range 37 East: Seetions 1 thru 12.

DOCFRT:  EVAVTYFD HEARTNG - WEDMECPAY - it 15, 1977

9 A.M., OIL CONSERVATION COMUISSION CONFIRENCE ROQ,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will te heard before Richard L. Stamets, Fxamirer, or Daniel S. Nutter, Alternate Fxaminer:

ALLOVABLE: (1) Consideration of the allowable production of gas for July, 1977, from fifteen prorated
pools in Lea, Eddy, Chaves, and Roosevelt Countles, MNew Mexico.

(2) Consideration of the alloveble production of sas for July, 1977, from four prorated pools
in San Juan, Rio Arriba, and Sandoval Counties, New Mexico,
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) Dosket Mo, 13-77
n ¥ay 11 and May 25,°1977. Applications for

N
‘el

5=77 cnd 16-77 are tentatively get for hearing o
) ¢d ot leant 22 doyo in advance of hearing ¢

DOCKET: EXAMTVER HEARING - WELNESDAY - APRIL 20, 1977

9 AM. OIL CONSERVATION COMAISSION CONFFRENCE ROQM,
STATE 1AND OFFICEZ BUILDING, SANTA FE, NEW MEXICO

%he tollovirg cases will be heard before Richard L. Stamets, Exaniner, or Lanlel 5. Lutter, Alternatic Examirer:

ALLOTABLE: {1) Consideration of the alloweble production of gas for May, 1977, from seventeen prorated
pools in Lea, Eddy, Chaves, and Roosevelt Counties, New lMexico.

(2) Considemtyion of the allowable production of gas for lay, 1977, from four prorated pools
4n San Juen; Rio Arrita, end Sandoval Counties, New Mexico. .

CASE 5872: (2eopened)

In the matter of Case 5872 being reovened pursuant to the provisions of Order Yo. R-5373 vhich
order suspended Rules 15(A) and 15(B) of the General Rules for Prorated Gas Pools as promulgated
YWy Order No. R-1670, as arended, to pernit overfroduced wells to continue to troduce gas during
the present severe weather conditions without denger of being shut in for overproduction. All
interested parties ray appear and show cause why said suspension should not rescinded. Also to
de considered will be the rmatter of final disposition of overproduction accrued durirg the

- perfod & suspension of Rules 15(A) and 15(B), and wnat, if eny, special consideration shculd be
given to underproduction accrued to gas wells during the period of suspension of said rules.

CASE 5888: (Continued from March 23, 1977, Examiner Hearing)

Application of Dalport Of1 Corporation for an unorthodox gas well: location, Lea County, New Yexico.
2pplicant, in the above-styled cause, seeks approval for the unorthodox locaticn of its &, L.
Ceristrzs Well No. 3 to be drilled 330 feet from the South line and 2310 feet from tre East line
of Section 25, Township 22 South, Range 36 East, Jalmat Gas Pcol, Lea County, New lexico.

CASE 5901: irplication of Gulf 011 Corporation for a norn-standard proration unii and simulianeous dedicatien,
ies County, New l'exico. Applicent, in the above-styled cause, seeks approvel fer a Z00-acre nen~
standard gee proraticn unit comprising the SE/4 of Section 8, and the £/2 NW/4 and NZ/4 of Section
17, Towaship 20 South, Fange 37 Zasi, Eumont Gas Pool, lez County, New lexico, 10 be simulianecusly
dedicated o 2pplicent's Theodore Anderson Wells Nes. 1 and 4, located at unorthedox leecaticns
in ¥nit O of said Section & and Unit B of said Section 17, respectively.

CASE 59702: Z&zzlication of Azoco Production Company for a unit agreerent, Eddy County, New Mexico. Applicant,
~ .  4n the above-styled cesuse, seeks aprroval for the Apple Draw Unit Ares comxprising 3840 acres,
gore or less, of Federal, State, and Fee lands in Totmship 25 South, Range 27 fast, Zddy County,
Kex Mexico. :

CASE 5903: isplfcatfon of Maddox Energy Corporation for an unorthodox lcesztion, Eddy County, New Mexico.
A:plicant, in the above-styled couse, seeks epproval for the unorthodox locaticn of a gas well
10 be drilled at a peint 2310 feet frca the South line and 1650 feet from the West line of Section
9, Township 18 Soutk, Range 26 East, Atoks~Pennsylvanian Gas Pool, Eddy County, New Mexico.

{Beopened)

&
®
3

In the matier of Case 5619 bdeing reopened pursuant to the provisions of Order No. R-5173, which
onder established terporary special pool rules for the South MaljJamar-Strawn Posi, Lee County,
Kew Mexico. All interested parties msy appear and show cause vhy said pool should rot be developed
en {0-acre spacing units.

CASE 5902: {This Case will be continued to the May 11, 1977, Examiner Hearing)

Applfcetion of Palrmer 011 & Gas Compeny for compulsory pooling, San Juan County, New Mexico.
Appliennt, in the above-styled cause, seeks an order pooling all mineral interests in the
Fruftland and Piciured Cliffs forrations underlying the NE/4 and/or SE/L of Section 20, Township
32 Morth, Earge 6 West, San Juan County, !lew Mexico, and in the Mesaverde and Mukota formations
snderlying the £/2 of said Section 20, the sbove-described lands to be dedicated to a well to
te drilled at a siandard lccation thereon. Also to be consfdered witl be the cost of drilling
and cozpletins sald well and the allocation of the cost thervof, as zcil as sctunl operating
coats and sharves for supervision. Also to be considered will be the designation of applicant
as opcrator of the well and & charge for risk involved in drilling said well,
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] " GASE 5905:
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{iaikinrs

CASE 5906

CASE 5907:

CASE 5911:

o Bxaminer Hering - Yedneadsy - April 20, 1977 Docket No. 13-77-

« -

(This Case will be continued to the May 11, 1977, Examiner Hearing)

Application of Palmer Oil & Gas Company for compulsory pooling, San Juan County, New lMexico.
Applicent, in the above-styled cauze, seeks an order pooling all mineral interests in the
Mecaverde and Dakota formations underlyins the W/2 SE/4 and the F/2 SW/4 of Section 3, and the
NW/4 of Scction 10, and all mineral Intercsts in the Pictured Cliffs and Fruitland formations
underlying the /4 of Seetion 10, all in Township 31 Hlorth, Renge 7 West, San Juan County,
New Mexico, to be dedicared to a well to be drilled 1800 fect from the lorth line end 850 feet
from the West line of sald Section 10. Also to be considered will be the cost of drilling and
coapleting sald well end the allocation of the cost thereof, as well as actual operating costs
and charges for supervision. Also to be considered will be the desigmation of applicant as
operctor of the well and a charge for risk involved in-drilling said well.

{This Case will be continued to ihe lfay 11, 1977, Eraminer Hearing)
Application of Palrer 011 & Cas cOmpar\y for compulsory pooling, San Juan County, tlew lexico.

Applicent, In the above-styled cause, seeks an order pooling ail mineral interests in the
Mesaverde and Cakota formations underlying the W/2 SW/4 of Section 2, the E/2 SE/4 of Section

. 3, end the NE/S of Seetion 19, all in Township 31 North, Range 7 West, San Juan County, New

Mexfco, to be dedicated to a well to be drilled 1525 feet from the North line and 1850 feet
from the East line of said Section 10. Also to be considered will be the cost of drilling and
completing said well and the allccation of the cost therecf, as well as actual ogerating cosis
and charges for supervision. Also to be considered will be the designatlon of applicant as
operstor of the well and a charge for risk involved in driiling said well.

Application of Dome Petroleum Corporation for a spcclal depih bracket alloweble, McKinley
County, New Mexico. Applicant, in the above-styled cause, seeks the establishment of a special
depth bracket allozxable of 750 barrels of cil per day for the Papers Wash-Entrads Cil Pool,
McKinley County, New Mexico.

Application of Dome Petroleum Corporaticn for a special depth bracket allowsble, MeKinley County,
New Mexico. Applicant, in the above-siyled cause, seeks the establishment of a special depth
dracket allowable of 750 barrels of oil per day for the 0jo Encino-~-Entrada Cil Pool, MeKinley

County, New lexico.

Application of Dome Petroleum Cerporation for pool creation and special depth dracket ailowadle,
San Jusn County, New Mexico. Applicani, in the above-styled cause, seeks the creation of the
Snake Eyes-Entrada 0ii Pool in Section 20, Township 21 Norih, Range 8 West, San Juan County,
New Mexico, end the establishment of a special depth bracket allowable of 750 barrels of ¢il
per day for said pool. -

Application of Yates Petroleum Corporation for gas pool creations and downhole commirgling,

Eddy County, New Mexico. Applicant, in the above-styled cause, seeks the creation of three
Pennsylvanien gas pools in Townships 17 and 18 South, Ranges 24, 25, and 26 East, Eddy County,

Rexw Mexico, including the Richard Knob- end East Eagle Creek-lLower Penn Gas Pools with provisions

n each for commingiing Sirawn, Atoka, and Morrow prcduction in the weilbores of w2lls drilled
therein, and the Eagle Creek Permo-Penn Gas Pool with provisicn for coomingling VWolfcemp, Cisco,
Canyon, and Strawn production in the vellbores of wells drilled therein. .

{Continued from Apr11-6, 1977, Examiner Hearing)

dpplication of Chace 01l Company for dewnhole cormmingling, Rio Arriba County, New Mexico.
ipplicant, in the above-styled cause, seeks approval for the downhole comminglirg of Ballard-
Pletured Cliffs and Scuth Lindrith Gallup-Dakota production in the wellbore of its Jicarilla
70 ¥ell No. 3 located in Unit C of Section 33, Township 24 Norih, Range 4 ¥West, Rio Arriba
County, New llexico. In the alternmative, applicant secks authority to commingle said produc-
43cn at the surface without prior measurement and waiver of the gas-oil ratio test requirement.

Application of Odessa Natural Gas Company for specinl pool rules, Rio Arriba County, New Mexico.
Applicant, in the above-styled cause, seeks the adoption of special pool rules for the Chacon-
Dekota 011 Pool, Rio Arriba County, New Maxico, to provide for 160-acre spacim; for oil wells
and for reclassification of wella from oil to gas and the remeoval of such gas wells to the
Pasin-Dakota Pool. ’

.
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CASE 5629:

Txeminor Rearing - Wedneeday ~ April 20, 1577 , Docket No. 13-77

{Reopened )

In ihe matter of Cace 5629 being reopened pursuvant to the provisions of Order No. R-5192, whiceh
order established temporary speciel pool rulea for the Chacon-Dakota Of) Pool, Rio Arriba and
Sandoval Countices, New iiexico. All interesied partics may eppeor and show cause why said pool
should not be developed on 40-ecre spacing uniis,

(Continued & Readveriised)

Application of Saturn 011 Company for compulsory pooling, Lea County, New Mexico. Applicent,

In the sbove-styled cause, Geexs an order pooling all xineral interests down to and including
the Abo formation underlying the NE/4 SE/4 of Seetion 11, Tormship 23 South, Farge 37 East, lea
County, Mew Mexico, to be dedicated to its Lineberry Well No, 1 located in Unit I of said Section;
and underlyirg the NW/4 SE/4 of said Section 11 to be dedicated to 1ts Lineberry Well No. 2
located in Unit J of said Section. In the event re-entry into efither well is unsuccessful,
spplicant proposes to drill a replacement well at a standard location on its tracts. Also to

be considered will be the costs of recompletion or drilling and completing said wells and the
allocation of the costs thercof, as well as actual operating costs and charges for supervision.
Al180 10 de considered will be the designation of applicant as operator of the wells and a charge
for risk involved in recompletion or drilling of said wells.

N - .
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REFORE PHE OTL CONSERVATLON COMMISSION
OF THE STATE OF NEW MisXICO

| o H,J/g'?”u
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In Re: ' o

N . suspension of Rules 15A and 15B of the General Rules
for the Prorated Gas Pocols of Northwest and Southeast . !
New Mexico.

‘CASE NO. 5872
order No. R=5373

-Transwestern Pipeline Company (referred btO herein as

Transwestern) a D=laware Corporation with headquarters in

Houston, Texas, operating an interstate natural gas gathering

system in New Mexico, hereby_fesponds to the questions raised,

in the Order of the Commission jssued ¥February 11, 1977 in f ) i
the above—captioned proceeding regarding the findings Nos. ' L

(8) through (12) of the subject order. ‘
) The O0il Conservation commission 1s to be commended for

the actions that it has taken to furnish natural gas in
excess of the normally allowable production to combat the
.severe'fu61'5hortagc in the Northeastern States during the
1976-77 winter heating season. ' :

i

. ] R i

I. ‘ ' : :
}

Transwestern submibé the following informatibn to enable
the Commission to resolve the questions asked in the findings
Nos. (8) and (12) of Order No. R-5373:

_ (8) Ga$ wells connected bovTranéwestern‘s system 1in.
Southeast New Mexico over produced apprOximately 70,000 mef
during the allowable period covered by the suspension of Rules
15A -and 15B. : '

(9) Wells‘taking gas from the fields from which Trans-— -
western takes gas have accrued sizeable amounts of over ) _ i
producbion. portions of this gas would_otherwise have been

:,pﬁ*wmﬁnmﬁwmﬂ_mﬂ&%ﬂﬁw;w&“@&mwm,'”*“‘ - e e SRR
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possible to determine at this time how much of this overage
acerued during the suspension of Rulés 15A and 15B. If

these wells are not required to make up this over produchiony

i ' the correlative rights of the wells delivering gas to Yrans- ’
' western will be violated. '

produced and delivered Lo Transwestern. It has not beon

e A e o A SN

(10} Transwestern knows of no evidence that the suspen- g
sion of Rules 15A and 15B had any effect on its ability to
connect new wells or otherwise to deliver gas to the area of

..the emérgency. - ’

(11) There.are no wells on thé Transwestern system in

" danger of being shut in because of the suspension of ‘Rules
15A and 15B. Indeed, wells delivering gas to Transwestern
will -need to continue producing while other wells in those
fields are either shut in or producing at reduced rates in
order to recover Transwestern's rightful share of the pas . :
. 'in the fields. Otherwise, the correlative rights of those o :
Lo wells serving Transwestern will be violated. o !

(12) Transwestern knows of no reason to recommend the §
continued suspension of Rules 15A and 15B. To the contrary, :
» Transwestern submits that the continued suspension of those :
| rules is contrary to the public interest.

- TT : ’ . i
K S Sy . ) E .

In consideration of the above, Transwestern recommends : ?
that: : '

(1) The suspeﬁsion of 15A and 15B be ﬁerminated.

(2) Any well which overproduced at rates sufficient to.
have acquired what would have been shut in ‘status
under the normal operation of Rules 15A and 15B :
during the suspension ¢f those rules be allowed to , :
make up its over production py'produCing at a re-
-duced flow rate rather than being shut in.

(3) All other over production accrued to wells during
the suspension of Rules 15A and 15B be made up
under normal allowable balancing procedures.

1 A et G Sl 3 U W bl R i e S it i e T 7
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In addltion,'Transwestorn peminds the Commlisosion that

rranswesteorn is in o curtailment sttuation over s entire
system and needs all ol the gas that can be lepgally produced
in the State of New Mexico. 1t is thcvoforc recommended '
that the Commission do nothing that will cause the allowables

‘on the wells delivering gas to Tr answestern to be lowered.

The above comments and recomncndaLlon do not in any

way preJudice Transwestern's right to petition the Commission®

in the future concerning any problem which may arise out of"’
the suspension of Rules 15A and 15B.

- Respecbfully submitted,

Jack B. 0Oldham

Supervisor of Proratlon
and Allocation
Transwestern Pipeline Cq.
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SASIN-DAKOTA

BLANCO P. C. SOUTH

TAPACITO P. C.

BLANCO-MESAVERDE ANGEL, CPEAK CGALLUP
___is78 F1 F2 . F1_ _E2 Fl F2 Fl_- F2 Fl
SEI. 10857.68 6.963344 3994.77 18.123847 822.08 30.454086 248.50 2,949552 55055,99
TIR, 7326,30 4,655978 6991,68 30.964528 _ 1136,.28 40.694102 1098 .40 21,522791 31503.99
NARCH 3166.84 2.129904 5980.44 . 26.069564 738.76  .26.432319 . 1813.34 35.7634R87 5§3055.99
ADRIL 11625.00 10.240259 7006.90 30.091356 969.0¢ 36.777688 1188.89 23,582781 53280,01
MAY 11728.02 9.988916 .. 6502.40 28.083645 1237.31 49.520684 1145..50 23.541805 55055.99
REBTOTRIRUTION: 480.40 2.076014 156.46% 5.761602 5.35 0.108592
conD 8284.72 1.256206 5718.51 24.682488 257.9¢ 30.243719 8. 62 14. 63129413 82280 01
JULY 8565.32 7.576107 3373.80 13.785591 773.03 20,947598 479.22 8.907071 . 55055.99
AT:. 28339.46 22.459301 10645.31 46.088179 1668.5¢ 66.491073 2491.24 53.554183 53055.99
SEZpT. 7692.35 6.358759 5552.87 23.987125 18.09 28.470595 387.43 6.440947 53280,021
cer. 7379.2 6.155692 5074.10 20.926289 666. 7€ 26.504220 1377.74 28.976998 750%5,99
XoV. 256337.93 20.505911 10295.66 40,345830 1353, 0¢ 54,3651381 2745 6f) 57 . 646897 3223007
DEC. 1£354.86 12.938866 6316.98 24.418612 1027.97 40,714027 1379.84 28.971183 55055.99
2977 Fl F2 F1 F2 i F2 Fl P2 o
SN 11123.36 8.882810 5512.35 20.843032 722.7% 28.397516 548,42 11.037934 5505640
TEI. 7523.92 5.955874 7201. 96 27.630906 432.71. 15.763361 1984.12 39.62€104 49728.02
MERCE 47355.37 3.772168 6443.23 24.516855 619.1€ 23.327413 863.05 17.237653 55056.00
AIRIL 10337.38 8.446269 8464.33 34.342986 1201.12 46.414084 851.89 21.777701 53279.99
MaY
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RIEVILS TORX GALIUD ESCRITO GALLUP @H.H.ﬁ@OMlOFH_.Hﬁ.Qm MAPACITO GALLUP TOCITO DOME PENN D I2RCEO GITTID

1 , C 1 . . El Pl : ] Fl
-0- 46376.03 46376.00 55056.08" 47368. 00 31006.00
-0- . 43384.02 43384.00 51503, 99 44312.00 29000.00
-0- 46376.03 . 46376.00 55056 .08 47368, 00 31000.00
445880.00 44879.91 44880. 00 53280.04 45840.00 3C0C0.00
46376.00 . 46376.03 46376.00 55056.08 47368.00 31000. 00
44880. 00 44879.91 44880. 00 53280.04 45840.00 30000.Q0
46376.00 46376.03 46376.00 55056, 08 47368.00 31000, 00
10U, £6275,00 46376.03 __46376.00 55056. 08 4736800 . 31031 00
sz 42880.00 44879.91 44880. 00 5328004 45840, 00 2000600
ocT, 46376.00 46376.03 46376.00 55056, 08 47368.00 31002.00
OV, 24880.00 - .__.44879.91 44880,00 53280, 04 45840,00 ..30000.00
nIC. 46376.C0 46376.03 46376 00 55056,.08 47368.00 2100000
1377 F1_ F1 F1 Fl . F1 , Fl
AN, 46376.00 46376,03 46376.00 : 55056.08 47368.00 31000.00
TEZ3. 41888.00 - 41887,90 _41888.00 _ 49727.95 42784.00 .28000.00
WARCE 46376.00 46376.03 4€376.00 55056. 08 47368.00 31360.00
A2RIL 44880.00 44879.91 44680.00 __53280,04 . . 45840.00 33229.09
pOEN :
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BURTON FLAT MORROW

ATOKA-PENN BLINEBRY BUFFALO VALLEY PENN BURTON FLAT STRAWN BURTON FLAT WOLFCAMP X
R2TE F1 ._F2 : . F1 ... Fl - Fl Fl
JAX, 1.85000.00 58000.28 75332.33 175026.12 100301, 50 46500.,00
TR, 184712.96 50856. 75 70000. 00 164571.67 35000.00 43500.C0
MARCE 184725.18 56665.10 74661.00 120000.00 35000, 00 45500.00
L2RIT 177430,22 49707.87 _54823,00 120000.00 20000,00 43000.00
MY 144610.43 32175.01 59217.50 118793.04 26000.00 45500,00
TN 82577.85 30000. 00 59218.00 95000.00 20000.00 45000.00
TTTY 86765.92 24335.01 61125.00 91294.98 17575, 00 4¢£300.00
ATUC, 150000.00 45000.00 60000.00 105000.00 20000.00 4230Q,.00
SEDN. 175000.00 60000.00 60000.00 151527.95 17500.00 45000.00
DT, 139062.75 55314.89 £0000.00 130000.00 1.750Q.00 44350000
Y, 143763.67 _ -65201.18 65000.00 140106.62 17500,00 45000.C0
DEC, 1020C0.00 65500.00 65000.00 140000.00 17500.00 4£500.00
- 1977 F1 Fl Fl Fl F1 F1
JAX. 109125.00 64978.51 60000.00 142110.00 14250.00 46500,00
TE3, 103154.95 64000.00 55000.00 125000.00 40660-06 119383.00 42000,9%
ZARCE 102322.25 68464 .14 60000, 00 119861.21 120000.00 46500.90
PRI 101855,59  64000,00 49753.00 131000,00 115000.00 43000.00
“IAYV
SEoT.
0CT .,
KOV,
: —— T T
"
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CARLSEAD MORROW SO

CROSBY DEVONTAN

EUMONT QUEEN

INDIAN BASIN MOEFOW

CATCLAW DRAW MORROW

187 F1 El Rl El___ FL
JAX. 86691.00 125000.00 -0~ 24599.55 31000.00
FIE, 75000.00 109875.10 -0- 23386.01 25000.00
VARCH 60000.00 100000. 00 -0- 24515.87 31.000.00
ADPRIL 50000.20 75000. 00 -0- 22287.79 -0-
NAY " 50000.00 50000.00 24400.00 19519.80 -0—
JUNE .82420.55 45000.00 25000.00 14996.63 -0-
JULY 78299.55 39594.98 40000.00 11505.06 -0-
AUG. 69228.29 45000, 00 35000,00 15000,00 -C—
ST27, €5000,00 .-.40000.00 23850..00 25415.00 =0
oCT. 60338.50 45000. 00 20000. 00 38720.00 -()
Xev. 53£09.89 45000.00 39814.00 40366.71 —0)=
DEC. 71294, 30 40000.00 39012.00 42724,39 -0
1977 Fl Fl_ Fl Fl Fl
SAY. 75090.00 40000.00 37650.00 31184.95 ==
PIE. 65000.00 92439.20 31083.00 43098,36__ —0=
MATCH 77395.36 93816.83 39000,00 52197.13 -0-
ADRIT 65000.00 81524.87 39000.00 28366.24 -0
JUiE
JUY
DTS .
sTPT,

OCT,
XOv.
=C.

ki S
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. INDIAN BASIN UPPER PENN JALMAT YATES JUSTIS GLORIETA MONUMENT MCKEE_ELLEN, _ PARKWAY ATCYA W2ST
1876 _F1 - _ Fl. Fl Fl .- Fl
JAXN. 134502.99 19268. 73 13422.67 47000.00 62000.00
Fra, 148311.90 19978.23 13813.67 45000.00 58000.00
MARCH 156088.05 13134.19 15047.83 49725.50 62000.00
PRIL, 139931.49 16986 .84 10430.17 55137.00 60000.00
Mav 140120.31 15375.44 6231.33 65000, 00 62000.00
JUNE 123511.48 . 13842,35 659350 60000,00 60000, 00
JULY 121628.53 10173.79 8000.900 60000.00 62000.0
- AUa. 148958.41 22162.67 12500. 00 61966.67 62000.00
- szoT, 145000. 02 20319.99 12500. 00 45000.00 60000.00
' OCT. 150000. 00 20050.01 15500. 00 63026.67 62000.00
NOV. 180323.23 25966.40 17128.50 62224.00 60000. 00
DI, 122995, 35 22485,01 12500,00 . 66208.00 62000 .00
1977 Fl Fl Fl Fl Fl
2%, 150899.78 21917.99 17250, 00 64876.00 £2000.00
FE3. 134862.05 17500. 00 15580.50 55000, 00 56000,.00
MARCH 127989,58 19854.58 17360.00 59532.67 62000, 00
APRIL 141430,37 1875C.02 16887, 50 51000.00 60000.00
N
JINE
N, : —
wG.
S=pT. —
OCT. —
NOV.
DEC.
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PARKWAY STRAWN WEST TUBB BLUITT mVZ\WZDwmm. DOURTE I, OUEEN

DAGGER DRAW UP-PENN SO

16756 F1l o F1 3 F1 : El

O . 46500.00 - 34918.93 30450.00 662156.00 39620.0°1 —_
Fi3s, 43500.00 33471.80 30307.00 61944.00 37119.99
MLRCH 46500,00 30000,00 29791,00 66216.00 39680,01
APRIL 45000.00 26893.44 30288.00 64080.00 38400.00
MHY 46500,00 13321.55 _29975.00 _66216.00 39680.00)
RDOISTRIBUTION - 284.86 :
JUNE 45000.00 9983.11 30056.00 64080.00 38400.00
JULY 46500.00 10000.00 30013.00 66216.00 39680, 00
AUG. 46500.00 15000.00 30236.00 66216.00 39680, 00
STPT, 45000Q,00 18000.0¢ 30399,00 64080.00 38400, 00)
oCT. 46500.00 20000, 00 29853,00 66216.00 39680,00
Xov, 45000,00 25000,00 29870.00 _64080.00 3840000
DEC. 46500.00 35000.00 30209.00 66216.00 39680.00
1877 _

JAN. 46500.00 .35000.00 30339.00 66216.00 39680,00
TIB. 42000.00 35000.00 30206.00 59808.00 35840,00
MRRCH 46500.00 37500,00 39680,00 66216.00 396€0.00
APRIL 45000,00 35290,41 38400,00 £4080.00 3840G.00
W%

REDISTRIAUTION=:

JLNE

JLTY

AlG.

SEPT

) ke = ®

QU

NV .

DEC,
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PENASCO _DRAW SA YESO

MESA QUEEN PADUCA DELAWARE NORTH RQUND TANK. QUEEN TODD TL.OWER SA
1976 Fl . . F1 V F1 F1 - Fl
JTAN ., 49600.00 + 29760.00 39680.07 59520.00 32000.00
TE3. 46400.00 27840.00 37120.09 55680.00 32000.00
MARCH 49600.00 29760.00 39680.09 59520.00 32000.00
APRIL 48000.00 28800.00 38400.0) 57600.00 32000,00
MDY 49600,00 29760.00 39680.00 59520.00 32000.00
JUNE 48000.00 28800,00 38400,07 57600.00 310000.00
SULY 42600.00 29760.00 39680.0) 59520,00 32000.00
ALC. 49600.00 29760.00 39680,.00 59520, 00 22000.00
SE»m, 48000.00 28800.00 38400.09 57600.00 32000.00
o, 4960C, 00 29760.00 39680, 09 59520.00 32000,00
NOV. 43000.00 28800.00 38400.09 57600, 00 32000.00
DEC. 49600.00 29760.00 39680.00 59520.00 32000.00
1977 71 Fl El m..u £l
THN. 49600.00 29760.00 39680.00 59520.00 32000.00
LorES. 44800, 00 26880.00 35840.00 53760.00 32000.00
MARCH 49600,00 29760.00 39680.09 59520,00 39680.00
APRIL 4800000 22300.00 38400,00 57600.00 38400,090
JInE
JIIN
2UG,
SEPT .
oo
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e
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; TWIN LAKES SAN ANDRES CHAVES OQUEEN GAS VEST RANCH QUEEN (ASSOC,)
1975 . Ny : .
JAN. 39680.00 4960.00

__TEB. 37120.00 4640.00
NARCH 39680.00 4960.00
ADRIL 38400.00 4800.00
ARV 39680.00 4960. 00 39680,03
JUNZ . 38400.00 4800.00 38400.00
JULY 39680.00 4960,00 39680.03 |
ATG. 39680.00 4960.00 39680, 03
SED7, 38400.00 4800,00 _38400,00
0OCT,. 39680,00 4960.00 3948003
OV 38400.00 . 4800.00 318400.00
DEC, 39680.00 4960, 00 39680,03

- 1977
IAN. 39680.00 4960, 00 29680013
FER, 35840,00 4480.00 35839.95
MASCH 39680, 00 4960,00 39680,03 .
ADRIL 38400.00 4800.00 38400.00
MAY .
QX C.,n. m.u
TUIY
AT
SZPT.
| OCT.
NCOV.
DEC. _
, h S e s
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Janvary 27, 1977

TRE HONORABLE CECIL ANDRUS
SECRETARY OF THE INTERIOR
WASHINGTON, D. C.

IN RESPONSE TO YOUR TELEGRAM OF 1—26-?7, THE STATE

OF NEW MEXICO HAS ISSUED AN EMERGENCY ORDER WAIVING
OVERPRODUCTION SHUT-IN REQUIREMENTS ON ALL GAS WELLS
CONNECTED TO INTERSTATE PIPELINES. THIS WILL ENABLE
OVERPRODUCED SRUT-IN GAS WELLS IN THE STATE TO RETURN
TO PRODUCTION.

THIS IS THE ONLY MECHANISM AVAILABLE TO INCREASE
PRODUCTION TO THE INTERSTATE MARKET SINCE ESSENTIALLY
ALL WELLS CONNECTED TO THE INTERSTATE PIPELINES IN -

NEW MEXICO ARE PRODUCING AT THEIR PHYSICAL CAPACITY.
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BEFORE THE OIL CONSERVATION OOMMISSION
OF THE STATE OF NEW MEXICO

¥ TIE MATTER OF THE EMERGENCY

SUSPENSION OF THE SHUT IN PROVISIONS
OF ORDER NO. R-1670 AS IT RELATES TO
OVERPRODUCED GAS WELLS IN NEW MEXICO,

EMERGENCY ORDER NO. E-30

NOW, on this 27th day of January, 1977, the New Mexico 0il
Conservation Camission, a quorum being present, having considered
the necessity for increasing gas production, and being fully ad-
vised in the premises,

(1) That a large part of the United States is experiencing
severe winter weather conditions, and the National Weather Service
foresees no immediate relief therefrom.

(2) That said severe winter weather conditions have caused an
unprecedented demand for natural gas for residential and commercial
heating, as well as for industrial use.

(3) That the pipe lines carrying natural gas from New Mexico
and other southwestern states are experiencing great difficulty in
obtaining a sufficient supply of natural gas to meet the aforesaid
unprecedented demand for natural gas.

{4) 'That extensive curtailment of deliveries of natural gas,
part:.cularly to industrial and non—-essential commercial users, has
resulted, and there is still need for additional supplies of natural
gas, particularly for residential and essential commercial heating.

{5) That the General Rules for the Prorat2d CGas Pools of New
Mexico, as promilgated by Camission Order No. R-1670, as amended,
provide that any gas well which is overproduced ar amount exceeding
six times its average monthly allowable for the preceding twelve
months shall be shut in and remain shut in until it is overproduced

in an amunt six times or less its average monthly allowable; further

that any gas well which has an overproduced status at the end of a

proration period shall make up such overpmduction during the next

succeeding period, or it shall be shut in until such overproduction
has been made up. _

(6) That at the present time, there are very few gas wells in
New Mexico whiich are shut in because of the aforesaid provisions of
Order No. R-1670, as amended.

".is‘fs&immmewm e s e e T e
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EMERGENCY ORDER NO. E~30
-2-

* : (7) That should the sewvere winter wweather conditid

4 a3 Al S A \a\ll“&\,d.vlls oa g
acoompanying unpreceden

and the
ted high demand for natural ges continue,
increased withdrawals from gas wells in New Mexico may cause more
of said wells to become subject to the aforesaid shut-in provisions,

2 el s e (2% Y H
( hiai in order o peamat those wells vhich axe y;.\..oc.ut’}

shut in to produce during the current perlod of high demand, and in
order to permit other wells to produce in excess of their allowables
without danger of being shut in for becoming overproduced more than
six times their average allowable, Rules 15(A) and 15(B) of the :
General Rules for the Prorated Gas Pools of Nortlwest New Mexico
. and Southeast New Mexioco, as pramlgated by Order No. k~1670, as
N : amended, should be suspended.

IT IS THEREFORE ORDERED:

At n g e 8 - et

(1) That Rule 15(A) and Rule 15(B) of the General Rules for the
Prorated Gas Pools of Northwest New Mexico and Southeast New Mexioo,
as promlgated by Camission Order No. R-1670, as amended, are hereby :
suspended.

(2) That this order shall becoame effectiwve at 12:01 a.m, Mountain
Standard Time, January 28, 1977, and shall remain in effect for not
more than 15 days.

et AR AR

. DONE at Santa Fe, New Mexico, on the day and year hereinabove
designated.

STATE OF NEW MEXICO

FRPATT AT

OIL CONSERVATION GAMISSION

PHIL R. LUCERD, Chairmman .




United States Department of the Interior

OFFICE OF THE SECRETARY

January 25, 1977

NOTICE TO LESSEES AND OPERATORS OF ONSHORE FEDERAL OIL AND GAS LEASES

The Nation is currently experiencing a severe natural gas shortage as
a result of prolonged, severe weather conditions. It is, therefore,
in the public interest to maximize domestic gas production. Accord-
ingly, 1 request that the gas production from your Federal leases be
increased during this emergency situation to the maximum rate possible,
given the existing restraints of Federal and State laws or regulations
and good petroleum engineering practice, and maintained thereafter at
that rate until further notice. Please inform the appropriate U.S.
Geological Survey Oil and Gas Supervisor as to the amount of additiomal
gas production you expect to achieve from each lease under your control
in response to this request as soon as possible and not later than
February 10, 1977.

/8/ Cecil Andrus
Secretary of the Interior

WASHINGTON, D.C. 20240 SRR
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J.0. SETK {I883-1963) MONTGOMERY, FEDERICI, ANDREWS & HANNAHS

ATTORNEYS AND COUNSELORS AT LAW
A. K. MONTGOMERY

WM. R. FEDERICls 325 PASEO DE PERALTA !
FRANK ANDREW i
FRED C. HANNAHS SanTa FE, New MExIco 87501 POST OFFICE BOX 2307 i
SETH D. MONTGOMERY AREA CODE OB

Z’f?é‘,f QN&R;E“? m TELEPHONE ©82-3873 !

JEFFREY R, BRANNWEN H

JOMN BENNETT POUND Febmary 9' 1977 l

GARY R. KIL®ATRIC
5, . THOMAS W. OLSON
N ST WALTER J. MELENDRES
‘ BRUCE L. HERR
MARY JANE WRENN

0il Conservation Commission
. State Land Office Building
Santa Fe, New Mexico 87501

Re: OCC Case No. 5872 - In the matter of the hearing
called by the OCC on its own motion for suspension
of Rules 15A and 15B regarding prorated gas pools :
pursuant to Order R-1670 )

Gentlemen:

Please be advised that Dave Burleson and John Nance of
the office of General Counsel of El1 Paso Natural Gas
Company, El1 Paso, Texas, are associated with our firm
for the presentation of evidence and argument in the
above-referenced case.
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Owen M. Lopez : .
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Docket No. 7-77

i b B

Dockets Nos, 8-77 and 9-77 are tentatively set for hearing on March 9 and March 23, 1977, Applications for
hearing must be filed at least 22 days 1n advance of hearing date. :

DOCKET: EXAMINER HEARING - FRIDAY - FEBRUARY 11, 1977

~

9 A.M. - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE _BUILDING, SANTA FE, NEW MEXICO

The following case will be heard before Richard L. Stamets, Examiner, or Daniel §, Nutter, Alternate Examiner:

SE 5872: In the matter of the hearing called by the 011 Conservation Commission on 1ts own motion to consider
\ the suspeusion of Rules 15(A) and 15(B) of the General Rules for Prorated Gas Pools as promulgated

by Order No. R-1670, as amended, to permit overproduced wells to continue to produce gas dvring
the present severe weather conditions without danger of being shut in for overproduction.

et ¢ e e oy e iiAam ra

Pocket No, 6-77

DOCKET: EXAMINER HEARING - WEDNESDAY ~ FEBRUARY 16, 1977

9 AM, ~ OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will be heard before Richard L. Stamets, Examiner, or Daniel S, Nutter, Alternate Examiner:

ALLOWABLE: (1) Consideration of the allowable production of gas for March, 1977, frem seventeen prorated
pools in Lea, Eddy, Chaves, and Roosevelt Counties, New Mexico.

(2) Consideration of the allowable production of gas for March, 1977, from four prorated pools
in San Juan, Rio Arriba, and Sandoval Counties, New Mexico.

PR

¢3) Consideration of purchaser’s nominations for the one-year period begfnning April 1, 1977, for
both of the above areas, -

CASE 35856: . Application of Amoco Production Company for an unmorthodox gas well location, San Juan County, New
b Mexico. Applicant, in the above-styled cause, seeks approval for the unorthodox location of its
A Elliott Gas Com "F" 1-R Well No. 1A to be drilled 1244 feet from the South line and 820 feet from
4 the East line of Section 33, Township 30 Rorth, Range 9 West, Blanco Mesaverde Pool, San Juan County,
Rew Mexico.

CASE 5857: Application of Uniocn Qi1 Company of California for directional drilling, Lea County, New Mexico.
Applicant, in the above~styled cause, seeks authority to re-enter its Fipelinc Doep Unit Federal Weli
fo. 3, the surface location of which i{s 1980 feet from the North and East lines of Section 7, Town-
ship 19 South, Range 34 East, Lea County, New Mexico, and to directionally drill said well in a
southerly or easterly direction and complete it in the Morrow formation at & point no closer than

330 feet to the outer boundary of the proration unit, the E/2 of said Section 7.

- L CASE 5858: Application of Union 0il Company of California for 320-acre spacing, Lea County, New Mexico. R -
; Applicant, in the above-styled cause, seeks the adoption of 320-acre spacing and proration units

for the North Quail Ridge~Morrow Gas Pcol, Les County. New Mexico. In the absence of objection, the
Commission will adopt such 320-acre spacing.

Y

CASE 5859: (This case will be continued and readvertised.)

P IO Y

Application of Caulkins 011 Company for downhole commingling, Rio Arriba County, New Mexico, H
Applicant, in the above-styled cause, seeks authority to commingle Basin-Dakota and Blaxco-Mesaverde {
production in the wellbore of its Breech D Well No. 307 located in Unit M of Section 13, Township 26
North, Range 7 West, Rio Arriba County, New Mexico.

Application of Rice Engineering & Operating, Inc. for salt water disposal, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks authority to dispose of produced salt water into the
San Andres formation through the open hole interval from 4176 feet to 5500 feet of its Hobbs SWD :
Well No. P-16, located in Unit P of Section 16, Township 19 South, Range 38 Rast, Hobbs Field, Lea :
County, New Mexico.

iAo B, e SRy . e e . i L L wce——— e . . ‘
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Examiner Hearing - Wednesday - February 16, 1977
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CASE 5861:

CASE 5862

CASE 5863:

CASE 5864:

CASE 5865:

CASE 5866:

CASE 5867:

Docket No. 6-77

Application of Hanson 011l Covporation for a salt water disposal well, hddy County, New Mexico.
Applicant, in the above-styled causé, seeks authority to dispose of produced salt water iate the
Delaware formation {n the open hole interval from 1926 to 1978 feet in its Sulphate Sister Well
No. 1, located in Unit E of Section 13, Township 25 South, Range 26 East, Eddy County, New Mexico.

Application of Palmer 01l and Gas Company for an unorthodox gas well locatfon, San Juan County,

New Mexlico. Applicant, in the above-~styled cause, sceks approval for the unorthodox location of

its Federal 1 Well No. 1 located 1525 feet from the South line and 820 feet from the East line of
Section 1, Township 31 North, Range 13 West, Blanco Mesaverde and Basin-Dakota Pools, San Juan County,
New Mexico.

Application of Amerada Hess Corporation for an unorthodox oil well location, Rio Arriba County, New
Mexico. Applicant, in the above-styled cause, seeks approval for the unorthodox location of its
Jicarilla Apache "B" Well No. 16, completed as an oil well in the Dakota formation at a point 1850
feet from the South line and 1500 feet from the West line of Section 29, Township 25 North, Range 5
West, Rio Arriba County, New Mexico, sald well having been projected as a Basin-Dakota gas well at a
standard gas well location for said pool,

Application of Agua, Inc. for the amendment of Order No. R-5137, Lea County, New Mexico. Applicant,
in the above-styled cause, seeks the further amendment of Order No. R-5137, which authorized the
disposal of produced salt water into the San Andres formation through the open-hole interval from
approximately 4000 feet to 5000 feet in applicant's Blinebry-brinkard SWD System Well No., A-22,
located in Unit A of Section 22, Township 22 South, Range 37 East, Blinebry-Drinkard-Langlie Mattix
Area, Lea County, New Mexico. Said order, as amended, limited surface injection pressures to 800
psi, and applicant seeks 1ts amendment to permit surface injection pressures up to 1500 psi.

Application of Inexco 0il Co, for 320-acre spacing, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks the adoption of 320-acre spacing and proration units for the West Tonto-
Pennsylvanfian Gas Pool, Lea County, New Mexico. In the absence of objection, the Commission will
adopt such 320-acre spacing.

Application of Union Texas Petroleum for 2n exception to casing and cementing requirements of Order
No. R-111-A, Lea County, New Mexico. Applicant, in the above-styled cause, seeks an exception to

the casing and cementing requirements of Order No, R-111-A to eliminate the salt protection string in
a well it proposes to drill in Unit D of Section 33, Township 20 South, Range 34 East, Lynch Yates-
Seven Rivers Pool, Lea County, New Mexico.

Application of Texas 0il1 & Gas Corporation for compulsory pooling, Eddy County, New Mexico. Applicant,
in the above-styled cause, seeks an order pooling all mineral interests in the Wolfcamp and Pennsyl-
vanian formations underlying the S/2 of Sectlon 19, Township 21 South, Range 27 East, Burton Flat
Picld, Eddy County, New Mexico, to be dedicated to its Forvest Well No. 1 to be located in Unit N of
said Section 19. Also to be considered will be the cost of completing said well and the allocation

of the cost thereof, as well as actual operating costs and charges for supervision. Also to be
considered will be the designation of applicant as cperator of the well and a charge for risk

involved in completion of saild well.

(Continued from the February 2, 1977, Examiner Hearing.)

CASE 5820:

CASE 5868:

CASE 5846:

Application of Texas 01l & Gas Corporation for compulsory pooling, Eddy County, New Mexico. Applicant,
in the above-styled cause, seeks an order pooling all mineral interests in the Wolfcamp and Pennsyl-
vanian formations underlying the W/2 of Section 4, Township 22 South, Range 26 East, Eddy County, New
Mexico, to be dedicated to a well to be drilled at a standard location thereon. Also to be considered
will be the cost of drilling and completing said well and the allocation of the cost thereof, as well
as actual operating costs and charges for supervision, Also to be considered will be the designation
of applicant as operator of the well and a charge for risk involved in driliing said well,

Application of Harvey E. Yates Company for an unorthodox gas well location, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the unorthodox location of its Travis Deep
tnit Well No. 1 to be drilled 1980 feet from the South line and 1684 feet from the Wes: line of
Section 18, Township 18 South, Range 29 East, Eddy County, New Mexico, the S/2 of said Sectiom 18 to
be dedlcated to the well,

(Continued and Readvertised)

Application of Harvey E. Yates Company for an unoxthodox gas well location, Eddy County, New Mexico,

o

Applicant, in the above-styled cause, secks appioval for the uinoiilhodoxd iocation of 1ts Bwpire Scuth
Deep Unit Well No. 13 to be drilled 660 feet from the South line and 1432 feet from the West line of
Section 30, Township 17 South, Range 29 East, South Empire Field, Eddy County, New Mexico, the S$/2 of

—ntd e»..u,._. 20 £n bha Aoddrated ta the wall.
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CASE 5870:

CASE 5871:

CASE 5810:

<.

o
. Examiner Hearing - Wednesday - February 16, 1977 Docket No, 6-77
-3 .
CASE 5869: Application of Harvey E. Yates Company for an unorthodox gas well locatior, Eddy County, New Mexico,

Applicant, in the above-styled cause, seeks approval for the unorthodox location of {ts Big Boggy
Well No, 1 to be drilled 990 feet from the South line and 2080 feet from the East line of Seciion 26,
Towmship 17 South, Range 26 East, Atoka Pennsylvanian Gas Pool, Eddy County, New Mexico, the S/2 of
said Sectfon 36 to be dedicated to the well.

Application of Harvey E. Yates Company for an unorthcdox gas well location, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the unorthodox location of 1its Scuth
Maljamar Deep Unit Well No. 2 to be drilled 990 feet from the South line and 1980 feet from the West
1line of Section 30, Township 17 South, Range 32 East, Lea County, New Mexico, the S/2 of said
Section 30 to be dedicated to the well,

Application of Yates Petroleum Corporatior for an unorthodox gas well location, Eddy County, New Mexico,
Applicant, in the above-~styled cause, seeks approval for the unorthodox location of its Friendly
Frenchman Well No. 1 to be drilled 1005 feet from the South line and 660 feet from the East line of
Section 32, Township 16 South, Range 26 East, Eddy County, New Mexico, the $/2 of said Section 32 to

be dedicated to the well,

(Continued from the February 2, 1977, Examiner Hearing) :

CASE 5847:

Application of Yates Petroleum Corporation for a dual completion, Eddy County, New Mexico. Applicant,
in the above-styled cause, seeks approval for the dual completion (conventional) of its Stonewall "EP"
Com Well No. 1, located in Unit F of Sectfon 30, Township 20 South, Range 28 East, Eddy County, New
Mexico, to produce gas from the North Burton Flat-Wolfcamp Gas Pool and an undesignated Morrow gas

pool.

(Continued from tie February 2, 1977, Examiner Hearing)

CASE S5848:

Application of Yates Petroleum Corporation for a dual completion, Eddy County, New Mexico. Applicant,
in the above-styled cause, seeks approval for the dual completion (conventional) of its Gossett “EU"
Well No. 1, located in Unit K of Section 26, Township 17 South, Range 25 East, Eddy County, New Mexico,
in such a manner as to produce gas from the Lower Wolfcamp or Upper Pemmsylvanian and the Lower
Pennsylvanian formations through the casing-tubing annulus and tubing, respectively.

{Continued from the February 2, 1977, Examiner Hearing)

Application of Yates Fetroleum Corporation for an unorthodox gas well location, Eddy County, Kew Mexico.
Applicant, in the above-styled cause, seeks approval for the unorthodox location of its Pipkin HE Weil

5, I tc be drilled 660 feet from the South and West lines of Section 4, Township 18 South, Range 25 :
East, Eddy County, New Mexico, the S/2 of sald Section 4 to be dedicated to the well.,
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J. 0. SETH (18823-1963) MONTGOMERY, FEDERICI, ANDREWS & HANNAHKS

A. K. MONTGOMERY ATTORNEYS AND COUNSELORS AT LAW

.‘mﬁi FAENDDERRElﬁls 325 PASEO DE PERALTA

FRED C. HANNAHS SanTA Fg, New MeXico 87501 POST OFFICE BOX 2307
SETH D. MONTGOMERY AREA CODE 08§

FRANK ANDREWS T
OWEN M., LOPEZ TELEPHONE 982-3873

JEFFREY R, BRANNEN

JOHN BENNETT POUND April 18, 1977

GARY R. KILPATRIC
THOMAS 'W. OLSON
WALTER J. MELENDRES
BRUCE L.HERR

New Mexico 0il Conservation Commission
State Land Office Building
Santa Fe, New Mexico 87503

Re: In the matter of Case 5872 being reopened pursuant
to the provisions of Order No. R-5373, which order
suspended Rules 15(A) and 15(B) of the General Rules
for Prorated Gas Pools as promulgated by Order No.
R-1670, as amended, tc permit overproduced wells to
continue to produce gas during the present severe
weather conditions without danger of being shut in
for overproduction.

Gentlemen:

Please be advised that Rand C. Schmidt of the office of ;
General Counsel of El Paso Natural Gas Company, El Paso, i
Texas, is associated with our firm for the presentation ;
of evidence and argument in the above-referenced case.

Sincerely yours,

- z’ { \,’ \)!/
~ mas W.ké}s '
TWO:RB ! .
5086-76-12 ’
i
- 3 kS \Qt\w o N
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831 HOUSTON TEXAS APRIL 19, 1577 » ;

PMS mo JﬁE Do ﬁﬁllEY

NEV MEXICO OIL, CONSERVATION COMMISSION

JSTATE LAND OFFICE BUILDING o » o
ANTA FE, NEW MEXICO. : . . o %

%

RE: CASE 4872 tREOPENED) - APRIL 28, 1577 EXAMINER HEARING DOCKET

B HOOO PRODUCTION COHPANY RECO’HMENDS THAT ORDER NO, R-5373 BE RESCINDED

- JSUSPENSION OF RULES 15(CA). AND 15 (B) DID NOT RESULT 1IN ADDITIONAL : 3
o ;' ODUCTION OF GAS FROM AMOCO OPERATED WELLS IN SOUTHEASTERN NEW. MEXICO, 4
JWE SUPPORT GRANTING ‘ADDITIONAL ALLOWABLE TO A POOL FOR ANY OVERPRODUCTION
BACCRUED DURING THE SUSPENSION OF RULES 15CA) AND 15(B) AND ALLOWING
UNDERPRODUCTION TO BE TAKEN CARE OF BY FIELD RULES OR THE GENERAL - -
RULES. WE ARE OPPOSED TO GIVING SPECIAL CONSIDERATION TO AND INDIVIDUAL
A ELLQ ’

[PLEASE ‘ENTER THIS TELEGRAM INTO THE REGORD OF THE MEARING. O3
5872 (REOPENED) . | o ‘

j HOCO PRDDUCTION COMPANY
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United States Department of the Interior lt"}u}]
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R P v

GEOLOGICAL SURVEY U A
RESTON, VIRGINIA 22002 /.: APR 251977 |
IR P |
L CONSERVATION COMM.
In Reply Refer To: 3anto Fe
EGS~212488-MS600
$-12686

APR2 1 W77

Mr. Joe D. Ramey

Director, 0il Conservation Commission
P.0. Box 2088

Santa Fe, New Mexico 87501

Dear Mr. Ramey:

Your letter advising that the State of New Mexico has temperarily
waived its overproduction shut-in requirements for all gas wells
to help alleviate the current natural gas shortage has been refer-
red to the Geological Survey for response. You also inquire as

to wnat actions the Department of the Interior has taken to speed
up 0il and gas leasing, both onshore and offshore, and to reduce
the delays industry incurs in obtaining permits for drilling new
wells and pipeline rights-of-way.

We find New Mexico's actions most gratifying since we are aware
that New Mexico-also had recent gas supply problems of its own,
The news media reported that you estimated the waiver of over-
production shut-in requirements would apply to no more than five
or six wells since almost all gas wells in New Mexico were produc—
ing at or over their allowable rate, as is routinely permitted for
short periods under your regulations. Nonetheless, all increases
are appreciated.

The Department is currently reviewing the requirements for
analyzing and approving Applications for Permit to Drill new
wells on Federal oil and gas leases, as set out in the Geological
Survey's Notice to Lessees and Operators, NITL-6. This review
seeks to reduce or eliminate any provisions which are not abso-
lutely necessary to the process. The review and approval process
for right-of-way permits granted by the Bureau of Land Management
is also subject to continuing review seeking the same end,

Even though the recent natural gas supply emergency points up areas
where the Department should speed up some of its activities, the
National Environmental Policy Act has not been repealed. Secretary
Andrus has made a commitment to the people of this Nation to encourage

W e
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energy development on Federal lands but at the same time to guarantee
that development will be carried out in an environmentally sound man-
ner., Also, if the Department does not satisfactorily analyze energy
proposals in the light of current laws, those proposals will come to
naught in the courts. ; |

We appreciate your prompt response to Secretary Andrus' request and :
your thoughtful comments in regard to expediting exploration, develop-
ment, and production of natural gas from Federal leases.

Sincerely yours,

g A a.Ww

Aeiing pirector i




United States Department of the Interior

GEOLOGICAIL SURVEY
RESTON, VIRGINIA 22092

In Reply Refer To:
EGS-212488-M8600
$-12686 APR 2 1 1977

Mr. Joe D. Ramey

Director, 0il Conservation Commission
P.0O. Box Z0OB8

Santa Fe, New Mexico 87501

Dear Mr. Ramey:

Your letter advising that the State of New Mexico has temporarily
waived its overproduction shut-in requirements for all gas wells
to help alleviate the current natural gas shortage has been refer-
red to the Geological Survey for response. You also inquire as

to what actions the Department of the Interior has taken to speed
up oil and gas leasing, both orshore and offshore, and to reduce
the delays industry incurs in obtaining permits for drilling new
wells and pipeline rights-of-way.

o

We find New Mexico's actions most gratifying since we are aware
that New Mexico also had recent gas supply problems of its own,
The news media reported that you estimated the waiver of over-~
production shut-in requirements would apply to no more than five
or gix wells since almost all gas wells in New Mexico were produc-
; ing at or over their allowable rate, as is routinely permitted for
: short periods under vour reguliations. Honetheless, all increases
are appreciated.

Y e

The Department is currently reviewing the requirements for
analyzing and approving Applications for Permit to Drill new
wells on Federal oil and gas leases, as set out in the Geological
Survey's Notice to Lessees and Operators, NTL-6. This review
seeks to reduce or eliminate any provisions which are not abso-
lutely necessary to the process. The review and approval process
for right-of-way permits granted by the Bureau of Land Management
is also subject to continuing review seeking the same end.

- Even though the recent ratural gas supply emergency points up areas

. where the Department should speed up some of its activities, the
National Environmental Policy Act has not been repesled. B8ecretary
Andrus has made a commitment to the people of this Nation to encourage
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energy development on Federai lands but at the same time to guarantee
that development will be carried out in an environmentally sound man-
ner. Also, if the Department oes not satisfactorily analyze energy
proposals in the light of current laws, those proposals will come to

naught in the courts.

We appreciate your prompt response to Secretary Andrus' request and

N : your thoughtful comments in regard to expediting exploration, develop-
ment, and production of natural gas from Federal leases.

Sincerely yours,

doting

Director
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Docket No., 13-77

5-77 snd 16-77 sre tentatively set for hearing on May 11 and May 25, 1977. Applications for
e f1led nt least 22 days in advance of hearing date.

|_n

DOCKET: EXAMINER HEARING - WEDNESDAY - APRIL 20, 1977

R

i 9 AM. OIL CONSERVATION COMMISSION CONFERENCE ROQM,
1 STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will be heard belore Richard L. Stamets, Examiner, or Danlel S. hutter, Alternate Examiner:

ALILOWABLE: (1) Consideration of the allowable production of gas for May, 1977, from seventeen prorated
pools in Lea, Eddy, Chaves, and Roosevelt Counties, New Mexico.

{2) Consideration of the allowable production of gas for May, 1977, from four prorated pools
in San Juan; Rio Arriba, and Sandoval Counties, New Mexico. .

CASE 5872: (Recpened)

' In the matter of Case 5872 being reopened pursuant to the provisions of Order No. R-5373 which

i order suspended Rules 15(A) and 15(B) of the General Rules for Prorated Gas Pools as promulgated
by Order No. R-1670, as amended, to permlt overproduced wells to continue to produce gas during
the present severe weather conditions without danger of being shut in for overproduction. All
interested parties may appear and show cause why said suspension should not rescinded. Alse to
be considered will be the matter of final disposition of overproduction ascerued during the
period ' suspension of Rules 15(A) and 15(B), and what, if any, spcciel consideratfon should be
glven to underproductlon accrued to gas wells during the period of suspension of said rules.

CASE 5888: (Continued from March 23, 1977, Examiner Hearing)

Application of Daiport 031 Corporation for an unorthodox gas well location, Lea County, New Mexico.
Applicant, In the sbove-styled cause, seeks approval for the unorthodox location of its A. L.
Christmes Well No. 3 to bte drilled 330 feet from the South iine and 2310 feet from the Fast line
of Section 25, Township 22 South, Range 36 East, Jalmat Gas Pool, Lea County, New Mexico.

CASE 5901: Application of Gulf Cil Corporation for s non-standard proration unit and simultanecus dedication,
Lea County, New Mexico. Applicent, in the above-styled cause, seeks spproval for a A0OO-acre non-
standard gas proration unit comprising the SE/4 of Section 8, and the E/2 NW/4 and NE/4 of Section
17, Township 20 South, Range 37 East, Eumont Gas Pool, lea County, New Mexico, to ve simulteneously
dedicated to applicant's Theodore Anderson Wells Nos. 1 and 4, located at unorthodox locations
in Unit O of said Section 8 and Unit B of saig Section 17, respectively.

CASE 5902: Application of Amozo Production Company for a unil agreement, Eddy County, New Mexico. Applicent,
- in the above-styled cause, seeks approval for the Apple Draw Unit Area comprising 2840 acres,
more or less, of Federal, State, and Fee lands in Township 25 Scutk, Range 27 East, Eddy County,

Bew Mexico.

CASE 5903: Application of Maddox Energy Corporation for an unorthodox location, Eddy County, New Mexico.
Arplicent, in the sbove-styled cause, seeks approval for the unorthodox location of a gas well

i o be drilled at a point 2310 feet from the South line and 1650 feet from the West line of Section

9, Township 18 South, Range 26 East, Atoka-Pemnsylvanian Gas Pcol, Eddy County, New Mexico.

CASE 5639: (Reopened)

In the matter of Case 5639 being reopened pursuent to the provisions of Order No. R-5173, which
order estabdlished temporary special pool rules for the South Mal jamar-Strawn Pool, Lea County,

New Mexico. A1l interested parties may appear and show cause why sald pool should not be developed
on 40-acre spacing units.

N CASE 5904: (This Case will be contimued to the May 11, 1977, Examiner Hearing)

Application of Palmer 01 & Gas Company for compulsory pocling, Sen Juan County, New Mexico.
Applicant, in the sbove-styled cause, seeks an order pooling all mineral interests in the
Fruitland and Pictured Cliffs formations underlying the NE/4 and/or SE/4 of Section 20, Township
32 North, Range 6 West, San Juan County, New Mexico, and in-the Mesaverde and Dakota formations
underlying the E/2 of sald Section 20, the above-described lends to be dedicated to a well to
be drilled at a standard location thereon. Also to be considered will be the cost of driliing
and completing said well and the allocation of the cost thereof, as well as actual operating
costs and eharges for aupervision. Also to be considered will be the designation of applicant
a8 operator of ihie¢ well and a charge for risk involved in drilling said well.

S
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'
{This Cagc will be continued ic the May 11, 1977, Examiner Hearing)

Application of Palmer 011 & Gas Company for compulsory pooling, San Juan County, New Mexico.
Applicant, In the above-styled cause, seeks an order pooling all mineral interests in the
Mesaverde and Dakota formations nnderlying the W/2 SE/4 and the E/2 SW/4 of Section 3, and the
NW/, of Section 10, and all mineral interests in the Plctured Cliffs and Fruitland formations
underlying the NW// of Section 10, all in Township 31 North, Range 7 West, San Juan County,
New Mexico, to be.dedicated to a well to be drilled 1800 feet from the North line and 850 feet
from the West line of sald Section 10. Also to be considered will be the cost of drilling and
completing said well and the allocation of the cost thereof, as well as actual operating cos:is
and charges for supervision. Also to be considered will be ‘the designation of applicant as
operator of the well and a charge for risk involved in drilling said well.

CASE 5906: (Thls Case will be continued to the May 11, 1977, Examiner Hearing)

Application of Palmer 0il & Gas Company for compulsory pooling, San Juan County, New Mexlco.
Applicant, In the above-styled cause, seeks an order pooling all mineral Interests in the
Mesaverde and Dakota formaticns underlying the W/2 SW/4 of Section 2, the E/2 SE/4 of Section
3, and the NE/4 of Section 10, all in Township 31 North, Range 7 West, San Juan County, New
Mexico, to be dedicated to a well to be drilled 1525 feet from the North line and 1850 feet
from the East line of said Section 10, Also to be considered will be the cost of drilling and
completing said well and the allocation of the cost thereof, as well as actual operating costs
and charges for supervision. " Also to be considered will be the designation of applicant as
operator of the well and a charge for risk involved in drilling said well.

CASE 5907: Application of Dome Petroleum Corparation for a special depth bracket allowable, NeKinley
County, New Mexico. Applicant, in the above-siyled cause, seeks the establizhment of a special
depth bracket allowable of 750 barrels of oil per day for the Papers Wash-Entrada 0t1 Pool,
McKinley County, New Mexico.

CASE 5908: Application of Dome Petroleum Corporation for a special depth bracket allowable, M:Kinley County,

New Mexico. Applicant, in the above-styled cause, seeks the establishment of a special depth
bracket allowable cf 750 barrels of oil per day for the Ojo Encino-Entrada 0il Pool, McKinley
County, New Mexico.

CASE 5909: Application of Dome Petroleum Corporation for pool creation and special depth bracke! allowable,
San Juan County, New Mexico. Applicant, in the above-styled cause, seeks the creation of the
Snake Eyes-Entrada 0il Pool in Section 20, Township 21 North, Range 8 West, San Juan County,
-~ New Mexico, and the es*ablishment of a special depth bracket allowable of 750 bar*els of oil

,{ per day for said pool.

CASE 5910: Application of Yates Petroleum Corporation for gas pool creations and downhole comningling,
Eddy County, New Mexico. Applicant, in the above-styled cause, Seeks the creation of three
Pennsylvanian gas pools in Townships 17 and 18 South, Ranges 24, 25, and 26 East, Eddy County,
New Mexico, including the Richard Kncb- and East Eagle Creek-Lower Penn Gas Pools with provisions
in each for commingling Strawn, Atoka, and Morrow prcduction in the wellbores of wells drilied
therein, and the Eagle Creek Permo-~Penn Gas Pool with provision for commingling Wolfcamp, Cisco,
Canyon, and Strawn production in the wellbores of wells drilled therein.’

CASE 5898: (Contimied from April 6, 1977, Examiner Hearing)

Application of Chace 01l Company for downhole commingling, Rioc Arriba .County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the downhole commingling of Ballard-
Pietured Cliffs and South Lindrith Gallup-Dekota production in the wellbore of its Jicarilla
70 Well No. 3 located in Unit C of Secticn 33, Townshir 24 North, Range 4 Wesi, Rio Arribva
County, MNew Mexico. In the alternative, applicant sexks authority to commingle said produc-
tion at the surface without prior measurement and waliver of the gas-cil i-atio test requirement.

CASE 5911: Application of Odessa Natural Gas Company for special pool rules, Rio Art:lba Cmmty, New Mexico.
Applicant, in the above-styled cause, seeks the edoption of special pool rules for the Chacon-
Dakota Oil Pcol, Rio Arriba County, New Mexico, to provide for 160-acre spacing for oil wells
and for reclassit‘ication of wells from oil to gas and the removal of such gas wells to the
Basin-Dekota Pool.
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CASE 5629:

CASE 5889:

, Docket No, 13-77

(Reopened )

In the matter of Case 5629 being reopened pursuant to the provisions of Order No. R-5192, which
order established temporary special pool rules fer the Chacon~Dekota 011l Pool, Rio Arrida and
Sandoval Counties, New Mexico. All interested parties may appear and show cause why said pool
should not be developed on 40-acre spacing units,

(Continued & Readvertised)

Application of Saturn 01l Company for compulsory pooling, lLea County, New Mexico. Applicant,

in the above-styled cause, seceks an order pooling sll mineral interests down to and inciuding

the Abo formation underlying the NE/4 SE/L of Section 11, Township 23 South, Range 37 East, lea
County, New Mexico, to be dedicated to its Lineberry Well No. 1 located in Unit I of said Section;
and undetlying the NW/4 SE/4 of said Section 11 to be dedicated to Lts Lineberry Well No. 2
located in Unit J of said Section. In the event re-entry into either well is unsuccessful,
applicant proposes to drill a replacement well at a stendard location on its tracts. Also to
be considered will be the costs of recompletion or drilling and completing said wells and the
alloeation of the costs thereof, as well as sctual operating costs and charges for supervision.
Also to be considered will be the designation of applicant as operator of the wells and a charge
for risk involved in recompletion or drilling of said wells.

ad
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March 25, 1977 i

New Mexico 0Oil Conservation Commissién.~ i -
P. O. Box 2088 RGN w\s.m, C(h \.
Santa Fe, New Mexico 87501 Sane Fe

Re: Suspension of Rules 15 (A) and
15 (B) of the General Rules for {
the Prorated Gas Pools of
Northwest New Mexico and
Southcast New Mexico

o1 o o Vs s

Gentlemen:

El Paso Natural Gas Company ("El Paso") respectfully requests
that a hearing be set before the Commission or one of its designated f
examiners. Under Emergency Order No. E-30, issued on January 27, 1977,
and Order No. R-5373 (Case No. 5872), issued on February 11, 1977, the
Commission suspended Rules 15 {A)aad 15 {B) of the General Rules for the :
Prorated Gas Pools of Northwest New Mexico and Southeast New Mexico in
order to allow maximum productior during the national naturai gas emergency.
In order to avoid a hardship which would otherwise be worked on El Paso's
system because of compliance with the above-mentioned orders, El Paso
desires a ruling that no overproduced or underproduced status be accrued

for wells in prorated gas pools for the reporting months beginning with and
inclusive of February, 1977, and continuing through the end of the month in
which the Commaission terminates the effectiveness of the orders suspending .
Rules 15 {A) aad 15{B).

Respectfully submitted,

EL PASO NATURAL GAS COMPANY

N
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o H J.0. SETH (1l883-1963)
1 ;

E A. K. MONTGOMERY

- WM. R. FEDERICI

FRANY ANMDREWS
FRED C. HANNAHS
SETH D. MONTGOMERY
FRANK ANDREWS m
OWEN M. LOPEZ
JEFFREY R, BRANNEN
JOHN BENNETT POUND

GARY R. KILPATRIC
THROMAS W. OLSON
WALTER J MELENORES
BRUCE L.HERR

MARY JANE WRENN

Re:

Mr. Richard L. Stamets
0il Conservation Commission
State Land Office Building

Santa Fe, New Mexico

Enclosed for your

MONTGOMEwnFsoemcuANDREwsscHANNAHS
ATTORNEYS AND COUNSELORS AT LAW
325 PASEO DE PERALTA

SANTA FE, New Mexico 87501 POST OFFICE BOX 2307

AREA CODE 508
TELEPHONE 982-3873
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@°

5872, In the matter of the hearing called
by the 01 Conservation Commission on its own motion
to consider the suspension of Rules 15(A) and 15(B)
of the General Ruies for Prorated Gas Pools as
promulgated by Order No. R-1670, as amended, to
permit overproduced wells to continue to produce

oas during the present severe weather conditions

< - -t - A L
Zithout danger of belng shut in for overproduction

February 11, 1977

7503

Case No.

Dear Mr. Stamets:

consideration in the above-referenced

matter is an original and three copies of a Statement sub-
mitted on behalf of Hanagan Petroleum Corporation.

Sincerely,
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OIL CONSERVATION COMMISSION
P. O. BOX 2088
SANTA FE, NEW MEXICO 87501

February 14, 1977 5871.

The Honorable Cecil Andrus

Secretary of the Interior

United States Department of the Interior
Washington, D.C. 20240

Sir:

Your telegram of January 16, 1977, requested that pro-
ducing states "waive any constraints imposed by state
rules and regulations which would prevent maximizing
gas production® during the current natural gas amergency.
Following the receipt of this telegram, the Commission
issued its Emergency Order No. BE-30 on January 27, 1977,
and subsequently its Crder No. R-5373 on February 11,
1977, which orders have waived the overproduction shut-
in requirements on all gas wellz in the State enabling
ovarproduced wells to return to or stay on production
during the emergency. Effects of this action and con-
tinuation of the same will be considered at a public
hearing to be held in late April.

At this time this agency wishes to inguire as tc =2ctions
which may have been taken by agencies of the federal
government to alleviate the gas supply situation. Spe-
cifically, have any actions been taken by the U. S.
Geological Survey and/or the Bureau of Land Management

to shorten the time between the filing of an application
to 4rill a new gas well or to lay & pipeline to an exist-
ing completed gas well and the time the same is approved?
Hiave any measures been taken to speed the leasing of
potentially gas productive federal lands both offshore




D=
Letter to Secretary Cecil Andrus
February 14, 1977

the dormestic gas supply as opposed to only increasing

) ' ? and onshore? Has any other action been taken to develop
the rate of drainage of the existing supply? ‘

Your response to these questions will be most appreciated.

Yours very truly,

JOE -D. RAMEY
pirector
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BEFORE THE NEW MEXICO OIL CONSERVATION COMMISSION

IN THE MATTER OF THE HEARING CALLED
BY THE OIL CONSERVATION COMMISSION
ON ITS OWN MOTION TO CONSIDER THE

. SUSPENSION OF RULES 15(A) AND 15(B)
.+ OF THE GENERAL RULES FOR PRORATED CASE NO. 5872
GAS POOLS AS PROMULGATED BY ORDER
NO. R-1670, AS AMENDED, TO PERMIT

i OVERPRODUCED WELLS TO CONTINUE TO

% PRODUCE GAS DURING THE PRESENT

| SEVERE WEATHER CONDITIONS WITHOUT
DANGER OF BEING SHUT IN FOR
OVERPRODUCTION.

STATEMENT

HANAGAN PETROLEUM CORPORATION, by and through its attormeys,

Montgomery, Federici, Andrews & Hannahs, submits the following

statement for consideration by the Commission in the above-

| captioned matter:

§ Hanagan Petroleum Corporation, as operator in three pro-
! rated gas fields located in Southeast New Mexico, opposes the i
suspension of Rules 15(A) and 15(B) of the General Rules for
Prorated Gas Poolis (R-1670). We believe the best method to

obtain additional gas during the present emergency is to increase §

the allowable in the prorated gas fields.

The suspension of these rules would permit a high-volume gas
well to overproduce an unlimited amount of gas, thus endangering
! the correlative rights of the offset operator or operators. The

result would be that such a well would obtain more than its share

of the gas from the gas field than it is entitled to. It is

likely that when the suspension of these rules is lifted, such

i an overproduced well would have to be shut in completely and

i would probably not be produced again for quite some time, or

St ) e mg e e b

possibly never.
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i The well could also be overproduced to a point that it would
fﬁneVer be in balance again. As a result, such a well would have
iiobtained through its overproduction reserves that rightfully

| would have belonged to offset well or wells. A number of such

y expectedly overproduced wells would damage the ultimate recovery
{ of the entire field.

The figures from the New Mexico 0il Conservation Commission

Southeast Gas Proration Schedule for February 1977 shows the
following information covering 18 prorated gas fields in South-
| east New Mexico. (These figures do not include any associated §
fields.) Since marginal wells produce at their maximum rate, we 1
concentrated on the non-marginal wells as that is where most of §

the additional needed gas must come from.

[P

In the subject 18 gas fields there are 1,207 wells, of which

B

243 wells are classified as non-marginal (top allowable), or

about 20%.

| Of these 18 fields, 11 are presently in the overproduced

stages, six are underproduced, and one has no non-marginal well.

AR N e b e

i Out of the 243 non-marginal wells, 101 (41.56%) are under-

4R

produced and 142 (58.447%) are overproduced. Only three non-
'marginal wells, one in the Cat Claw Draw Morrow Field, one in

the Burton Flat Morrow Field and one with only 1/4 allowable in
the Eumont Field, are presently shut in due to overproduction.

Of these 243 non-marginal wells, 220, or 90.53%, are dedicated to

the interstate market, 12 wells, or 4.947, to the intrastate

imarket, and 11 wells, or 4.537%, to both markets.

i It is our opinion that increasing the allowables by fields

twill produce more cmergency gas than by allowing a few highly
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| would certainly be more equitable

and just and probably cause less

a whole to control production

" damage to the individual field as
by allowables than suspending the rules as proposed. Should the

increased gas supplies by

Commission declde to obtain these
adjusting upwards the a
our hope ard desir
of calculating

presently doing,

| marginal well at the end o

]lowable on a temporary basis, it would be

e that the Commission would consider the idea

these allowables by individual fields as they are

then add a certain percent above the normal

allowable to obtain the added gas. This added allowable percent

then would be subtracted by calculating the status of the non-

£ each proration quarter.
its top allowable status

This would

preveﬁt a non-marginal well from losing

its possible over-

due to this added increase and also all

production.
Respectfully submitted,

MONTGOMERY, FEDERICL, ANDREWS
& HANNAHS ™

A4 s j .
By AT (A
0~ Box 2307
Santa Fe, New Mexico 87501

Attorneys for Hanagan
Petroleum Corprration
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N THE MATTER OF THE e’mmeﬂcy
SUSPENSION OF GERS=INE THE SHUT IN
PROVISIONS OF ORDER No K-14790

*’ | RS 1T RELATES T OVERPRODUCED
l GRS WELLS IN NeEw MERICO

EMERGENCY ORDER No. 5’30‘ ,
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PNCNREE

Docket No, 7-17

DOCKET ¢ EXAMINER HEARING - FRIDAY - FEBRUARY 11, 1977

SERVATION COMMISSION CONFERENCE RCOM,

9 A.M., - OIL CON
NEW MEXICO

STATE LAND OFFICE BUILDING, SANTA FE,

The fcllowing ¢

ase will be heard before Richard L. Stamets, Examiner, or

paniel S. Nutter, Alternate Examiner:

CASE 5872:

In the matter of the hearing called by the Oil Conservation
Commission on its own motion to consider the cuspension of
Rules 15(A) and 15(B) of the General Rules for pProrated Gas
Pools as promulgated by Order No. RrR-1670, as amended,

to permit overproduced wells to cortinue to produce gas
during the present severe weather conditions without danger

of being shut in for overproduction.
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"IN Tl’lf‘ MATTER OF THE HDIARING

CALLED BY THE OIL CONSLRVATION . 5‘ "
"COH“lbblUN OF NEW MDXICC g o~ /5 74a) de[‘
,THE PURPOSE OF CONSIDELGRING:

Vf Susp e s v ’0’/?"/'*’ casE Nno. S ST 2.
@ amd 15(B) of FE

3? / /? /;..s .+ Order No. R- 5223
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‘ BY THE COMMISSION:

‘a quorum being present, having considered the testimony, the record
'and the recommendations of the Examiner, and being fully advised
in the premises,

: This cause came on for hearing at 9 a.m, on '
i . .

:‘19 , at Santa Fe, New Mexico, before Examniner A
il 1
h NOW, on this day of , 19 , the Commission!,

I
i FINDS:

{1) That due public notice having been given as requned by
‘law, the Commission has jurisdiction of this cause and the subject |
,matter thereof.

| (2) Ve o W 2 7"/ ...7_
/?¢¢ ).{(. Qm»v/.’;rc?'"v %VLvNJ
0" c/f/’ Ne. £-30 2,4, / aro/cr Ja:/acqo’o

ﬁh—ﬁm:Rule 15(A) and Rule 15(B) of the Gem.ral Rules for the
Prorated Gas Pools of Nortirwest New Mexico and Southeast New Mexico,
;F“‘mlgabed by Camnission Order No. R-1670, as amended, ame-—heasels

(3> MVL sacd Oroer ias ew Yre {
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»

ce {1) That a large part of the United States i3 experiencing
severe winter weather conditions, and the National Weather Service
foresees no immediate relief therefrom,

(2) That said severe winter weather conditions have caused an
wnprecddented demand for natural gas for residential and commercial
heating, as well as for industrial use.

{(3) That the pipe lines carrying natural gas from New Mexico
and other southwestern states are experiencing great difficulty in
obtaining a sufficient suply of natural gas to meet the aforesaid
unprecedentad demand for natural gas.

(4) That extensive curtailment of deliveries of natural gas,
particularly to industrial and non-essential commercial users, has
resulted, and there is still need for adiitional supplies of natural
aas, particularly for residential and essential commercial heating.

(5) That the General Rules for the Prorated Gas Pools of New
Mexioo, as pramlgated by Commission Order No. R-1670, as amended,
provide that any gas well which is overproduced an amount exceeding
gix times its average ronthly allowable for the preceding twelve
months shall be shut in and remain shut in until it is overproduced
in an amount six times or less its average monthly allowabla: further
that any gas wall which has an overproduced status at the end of a
proration period shall make up such overproduction during the next
succeeding period, or it shall be shut in until such overproduction
has been made up.

That at tha present dimm, there are very few gas wells in
New Mexico which are shut in because of the aforesaid provisions of
Order No. R-1670, as amended.

i
(7} That should the severe winter weather conditions and the
accompanying unprecedented high demand for nmatural gas continue,

increased withdrawals from gas wells in New Mexico may cause more
of said wells to become subject to the aforesaid shut-in provisions.

(8) That in order to permit those wells which are presently
shut in to produce during the current. period of hich damand, and in
order to permit other wells to produce in excess of their allowables
without danger of heing shut in for becoming overproduced rore than
six times their avarage allowable, Rules 15(A) and 15(B) of the
General Rules for the Prorated Gas Pools of MNorthwest New Mexico
and Southeast New Mexico, aspramlgatedby()rderbb. R-1670, as
anended,srmﬂdbesuspended 3
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- IN THE MATTER O CASE 5872 BEING REOPENED
i.PURSUANT TO THE PROVISTONS OE ORDER NO. R~5373
. WHICH ORDER SUSPENDED ‘RULES 15(A) and 15(B) OF
;THE GENERAL RULES FOR PRORATED GAS POOLS OF s

i NORTHWEST AND SOUTHDAST NEW MEXICO. CASE NO. 5872

Order No. R-= 5373-A

(¥

| ORDER_OF THE COMMISSION

:BY THE COMMISSION:

i This cause came on for hearing at 9 a.m. on April 29 P

F19 77 , at Santa Fe, New Mexico, before Examiner Richard L. Stamets|

' NOW, on this_ day of April + 19_77 , the Commission,
Ja quorum being present hav1ng considered the testimony, the record,
xand the recommendations of the Examiner, and being fully advised

~ iin the premises,

FINDS:

(1) That due public notice having been given as required by
laa, the Commission has jurisdiction of this cause and the subject ;|
;matter thereof.

E (2) That on the 27th day of January, 1977, the Commission
'ientered its Emergency Order No. E-30 which order suspended Rule
{15(A) and Rule 15(B) of the General Rules for the Prorated Gas

'Pools of Northwest New Mexico and Southeast New Mexico, as

lpromulgated by Commission Order No. R-1670, as amended.
ﬂ (3) That on the 1llth day of February, 1977, the Commission
b

ientered its Order No. R-5373 which order further suspended said

Rule 15(A) and Rule 15(B) pending further order of the Commission,
(4) That said Rule 15(A) and Rule 15(B) were suspended in an

]
|
}attempt to make more natural gas available to the Eastern United
j
s
i

States durlng an emergency shortage of natural gas in that region.
(Sf’ That this caée was reopened to permit alil interested

pafties to appear and show cause why said suspension should not

?be rescinded, té consider. the matter of final disposition of cver-

i . g :
éproductibn accrded'during the period of suspension of Rules 15 (A)

and 15(8), and what, if any, special consideration should be given
to underproductlon accrued to gas wells during the per1od of suspent

N sion of said rules.
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Ezge No. 5872
Order No. R-5373-A

(6} That the evidence presented demonstrated that said
natural gas shortage emergency is over.

(7) That the evidence presented demonstrated that the
suspension of said Rule 15(A) and Rule 15(B) should be terminated.

(8) That the evidence presented demonstrated that to protect
correlative rights, overproduced wells subject to the shut-~in
provisions of said Rule 15 (A) and Rule 15(B) due to overproduction
should be shut-in €following termination of the suspension of said
rutes.

(9) That the evidence presented demonstrated that no special
consideration should be given to underproduction accrued to gas
wells during the period of suspension of said Rule 15(A) and Rule
15(B).

{10) That the evidence presented 4did not demonstrate that any
significant additional volumes of gas wre made available to the
Eastern United States due to the Commission's action in suspending
said Rule 15(A) and 15 (B).

(11) That the termination of said suspension of said Rules
15(A) and 15(B) will not cause waste.

{12) That the suspension of said Rule 15(A) and Rule 15(B)
should be terminated with no special provisions to apply to over-
production or underproduction accrued during the period of said
suspension.

IT IS THEREFORE ORDERED:

(1) That effective at 12:01 a.m, Mountain Daylight Time,
May 1, 1977, the suspension of Rulc 15{A} and Rule 15(B) of the
General Rules for the Prorated Gas Pools of Northwest New Mexico
and Southeast New Mexico, as promigated by Commission Order No.
R-1670, as amended, is hereby terminated.

(2) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein-

above designated.

:
i
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BEFORE THE OIIL, CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO
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BHE-PURPOSE T OM—CONGLBERLNGY

IN THE MATTER OF CASE 5872 BEING REOPENED
PURSUANT TO THE PROVISIONS OF ORDER NO,., R-5373
WHICH ORDER SUSPENDED RULES 15(a) AND -15(B) OF
THE GENERAL RULES FOR PRORATED GAS POOLS OF
NORTHWEST AND SOUTHEAST NEW MEXICO. . -

A , CASE NO. 5872 DE NOVO
Order No, R-5373-B

ORDER OF THE COMMISSION

BY THE COMMISSION:

On-the application of El Paso Natural Gas Company, this cause
came on for hearing De Novo at 9 a.m., on June 13, 1977, at Santa
Fe, New Mexico, before the 0Oil Conservation Commission of New
Mexico, hereinafter referred to as the "Commission."

MOW, on this day of June, 1977, the Commisson, a
quorum being present, ‘having considered the'testimony presented
and the exhibits received at said hearing, and being fully advised
in the premises,

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

o (2) That on the 27th day of January, 1977, the Commission
entered its Emergency Order No. E-30 which order suspended Rulq'
15(A) and Rule 15(B) of the General Rules for the Prorated Gas
Pools of Northwest New Mexico and Southeast New Mexico, as
promulgated by Commission Order No. R-1670, as amended.

(3} That oﬁ the ilth day-of:February;v197f, ihe Cémmission
entered its Order No. R-5373 which order fufther suspended said
Rule 15(A) and Rule'IS(B)épending further order of the Commission.

(4) That said Rule 15(A) and Rule 15(B) were suspended in
an attempt to make more natural gas available to the Eastern
United States during an emergency shortage 6f natural gas in that

region.
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(5) That this case was reopened at an Bxaminer hearing on
April 20, 1977, to permit all interested parties to appear and
show cause why said suspension shculd not be rescinded, to
consider the matter of final disposition of overproduction accrued
during the period of suspension of Rules 15(A) and 15(B), and what
if any, special consideration should be given to underproduction
accruved to gas wells during the period of suspension 6f said rules

(6) That subsequent to said Examiner hearing, the Commission

entered its Order No. R-5373-A on April 26, 1977, finding, among
other things:

"(6) That the evidence presented demonstrated that said
natural gas shortage emergency is over.
"(7) That the evidence presented demonstrated that suspen-

sion of said Rule 15(A) and Rule 15(B) should be terminated,

correlative rights, overproduced wells subject to the shut-in
provisions of said Rule 15(A) and Rule 15(B) due to overproduction
should be shut-in following termination of the suspension of said
rules.,

"(9) That the evidence presented demonstrated that no special
consideration should be given to underproduction accrued to gas
wells during the pericd of suspension of said Rule ISKA} and Rule

"
e (B)c"l)jh'r{b Commissiv,in Said Order No.R-5373-A, elso found

"(11) That the termination of said suspension of said Rules

LS

15(a) and 15(B) will not cause waste.

“{1Z) ‘That the suspension ofi said Rule 15{A) and Rulec 15(®m)
should be terminated with no special provisions ¢ apply tc cover-

prcduction or underproduction accrued during the period of said
suspension,"

db That said Order No. R-5373-A ordered, among other things

"(1) That effective at 12:01 a.m, Mountain Daylight Time,

May 1, 1977, the suspension of Rule 15(A) and Rule 15(B) of the

"{8) That the evidence presented demonstrated that to proteck
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3 General Rules for the Prorated Gas Pools of Northwest New Mexico
and Southeast New Mexico, as promulgated by Commission Order No.

! R-1670, as amended, is hereby terminated."”

Gas Company, made timely application for a hearing De Novo'iof

Case No. 5872, whereupon this case came on for hearing before

the Commission.

®) That the evidence presented to the Commission corroborages

t and substantiates the Commission'§ findings in Order No. R-5373-A,
1 :
as recited in FindingsNos.(G)nabamu and the Commission finds g

that said findings should be, and they are,reaffirmed.
E (14) That to not require wells which were overproduced
during the emergency period to make-up such overproduction would
impair the correlative rights of owners of offsetting lands,
(12) That wells which were overproduced during the emergencf
period should be required to make up such overproduction in
accordance with the provisions of Commission Order No. R-1670,
as amended, in order to protect correlative rights. ?
(lib That the protection of correlative rights is a
necessary adjunct to the prevention of waste.

(lﬂs That in order to prevent waste and to protect

correlative rights, Conmission Order No. R-5373-A should be
reaffirmed.

IT IS THEREFORE ORDERED:

(1) That effective at 12:01 a.m. Mountain Navligh+ Tinmes,
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May 1, 1977, the suspension of Rule 15(A) and Rule 15(B) of the

e v e p 8wt

AR General Rules for the Prorated Gas Pools of Northwest New Mexico

~.and Southeast New Mexico, as promulgated by Commission Order No.

- R-1670, as amended, is hereby termlnated
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period should he required to make up such overproduction in
the provisions of Commission Order No. R;1670,
28 amendsd, i vrder to protect correlative rights,

(13 That the protection of correlative rights is a
necessary adjunct to the prevention of waste.

(lﬂs That in order to prevent waste and to protect
correlative rights, Conmission Order No. R-5373-A should be
reaffirmed.

IT IS THEREFORE ORDERED:

(1) That effective at 12:01 a.m, Mountain Daylight Time,
May 1, 1977, the suspension of Rule 15(A) and Rule 15(RBR) of the
General Rules for the Prorated Gas Pools of Northwest New Mexico
and Southeast New Mexico, as promulgated by Commission Order No.

R—1670, as amended, is hereby terminated.
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entry of such further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein-

above designated.
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