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CHAIRMAN LEMAY: I s h a l l now c a l l Case 

No. 1 0 6 7 2 , w h i c h i s t h e a p p l i c a t i o n o f t h e O i l 

C o n s e r v a t i o n D i v i s i o n t o c o n s i d e r n o m i n a t i o n s a nd 

o t h e r e v i d e n c e t o d e t e r m i n e gas a l l o w a b l e s f o r 

t h e p e r i o d o f A p r i l 1993 t h r o u g h S e p t e m b e r 1993. 

I ' l l now c a l l f o r a p p e a r a n c e s i n Case 

No. 10672 . 

MR. STOVALL: R o b e r t G. S t o v a l l o f 

S a n t a Fe, r e p r e s e n t i n g t h e D i v i s i o n i n t h i s 

c a s e . I h a v e one w i t n e s s . 

MR. CARROLL: Rand C a r r o l l f o r t h e 

S t a t e o f New M e x i c o O f f i c e o f I n t e r s t a t e N a t u r a l 

Gas M a r k e t s . 

MR. KELLAHIN: Mr. C h a i r m a n . I'm Tom 

K e l l a h i n o f t h e S a n t a Fe l a w f i r m K e l l a h i n a nd 

K e l l a h i n . F o r t h e a l l o w a b l e h e a r i n g , I'm 

r e p r e s e n t i n g f o u r d i f f e r e n t c o m p a n i e s . 

I n t h e N o r t h w e s t p r o r a t e d p o o l s , I'm 

a p p e a r i n g on b e h a l f o f M e r i d i a n O i l , I n c . , w i t h 

one w i t n e s s ; on b e h a l f o f P h i l l i p s P e t r o l e u m 

Company w i t h one w i t n e s s . 

I n S o u t h e a s t e r n New M e x i c o , i n 

a s s o c i a t i o n w i t h Thomas C. L o w r y , a T e x a s 

a t t o r n e y , we r e p r e s e n t M a r a t h o n O i l Company i n 

t h e I n d i a n B a s i n a n d t h e B l i n e b r y p o o l s , a n d I 
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r e p r e s e n t O r y x E n e r g y Company i n t h e I n d i a n B a s i n 

p o o l . T h a t ' s t h e I n d i a n B a s i n - U p p e r Penn, i n 

b o t h t h o s e c a s e s . 

CHAIRMAN LEMAY: T h a n k y o u , Mr. 

K e l l a h i n . Mr. C a r r . 

MR. CARR: May i t p l e a s e t h e 

C o m m i s s i o n , my name i s W i l l i a m F. C a r r w i t h t h e 

S a n t a Fe l a w f i r m C a m p b e l l , C a r r , B e r g e & 

S h e r i d a n . I r e p r e s e n t Amoco P r o d u c t i o n Company, 

an d w e ' l l c a l l one w i t n e s s t o t e s t i f y as t o 

a l l o w a b l e s i n t h e San J u a n B a s i n . 

I a l s o r e p r e s e n t C h e v r o n U.S.A. , I n c . , 

and I ' l l c a l l t w o w i t n e s s e s t o t e s t i f y a b o u t 

a l l o w a b l e s f o r t h e I n d i a n B a s i n - U p p e r Penn p o o l . 

CHAIRMAN LEMAY: T h a n k y o u . Mr. 

B r u c e . 

MR. BRUCE: Mr. C h a i r m a n , J i m B r u c e 

f r o m t h e H i n k l e l a w f i r m i n S a n t a Fe, 

r e p r e s e n t i n g E x x o n C o r p o r a t i o n . I h a v e one 

w i t n e s s w i t h r e s p e c t t o t h e Tubb o i l a n d gas 

p o o l . 

CHAIRMAN LEMAY: A d d i t i o n a l 

a p p e a r a n c e s ? 

W e ' l l c e r t a i n l y t a k e s t a t e m e n t s a t t h e 

e n d , so t h o s e o f y o u t h a t w o u l d l i k e t o make a 
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s t a t e m e n t i n t e r m s o f a l l o w a b l e s , c e r t a i n l y t h e r e 

w i l l be t i m e f o r t h a t . 

I t h i n k we s h a l l s t a r t , I t h i n k , w i t h 

Mr, C a r r o l l . I s t h a t c o r r e c t — 

MR. STOVALL: C o r r e c t . Mr. C a r r o l l 

w i l l go f i r s t . 

CHAIRMAN LEMAY: - - i f we h a v e t h a t p a r t 

f i r s t ? 

MR. STOVALL: I w o u l d s u g g e s t we s w e a r 

t h e w i t n e s s e s a t t h i s t i m e . 

CHAIRMAN LEMAY: L e t ' s do t h a t . T h o s e 

t h a t w i l l be g i v i n g t e s t i m o n y , p l e a s e s t a n d a n d 

r a i s e y o u r r i g h t h a n d . 

[ A l l w i t n e s s e s w e r e s w o r n . ] 

MR. CARROLL: T h a n k y o u , Mr. C h a i r m a n . 

The S t a t e o f New M e x i c o , O f f i c e o f I n t e r s t a t e 

N a t u r a l Gas M a r k e t s c a l l s Mr. Ron M e r r e t t t o t h e 

s t a n d . 

Mr. C h a i r m a n , w o u l d i t be a l l r i g h t i f 

Mr. M e r r e t t s a t up h e r e ? He h a s some c h a r t s t o 

show . 

CHAIRMAN LEMAY: I t h i n k t h a t ' s t h e way 

w e ' l l do i t , w i t h t h e s c r e e n h e r e , so t h a t we c a n 

see i t . 

MR. CARROLL: Okay. 
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RONALD H. MERRETT 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARROLL: 

Q. Mr. M e r r e t t , w o u l d you p l e a s e s t a t e 

y o u r f u l l name, y o u r p o s i t i o n and t h e 

r e s p o n s i b i l i t i e s o f y o u r p o s i t i o n , f o r t h e 

r e c o r d , p l e a s e ? 

A. Mr. Chairman, my name i s R o n a l d H. 

M e r r e t t . I'm t h e d i r e c t o r o f t h e O f f i c e o f 

I n t e r s t a t e N a t u r a l Gas M a r k e t s i n t h e Energy, 

M i n e r a l s , and N a t u r a l Resources D e p a r t m e n t . 

My o f f i c e i s i n t e n d e d t o f u r t h e r t h e 

cause o f t h e n a t u r a l gas i n d u s t r y i n New Mexi c o . 

Q. Mr. M e r r e t t , have you p r e v i o u s l y 

t e s t i f i e d b e f o r e t h i s Commission? 

A . Yes, I have. 

Q. Mr. M e r r e t t , w o u l d you p l e a s e d e s c r i b e 

t h e p u r p o s e o f y o u r t e s t i m o n y t o d a y . 

A. The p u r p o s e o f my t e s t i m o n y i s t o g i v e 

an o v e r v i e w o f t h e n a t u r a l gas market i n t h e 

U n i t e d S t a t e s and Canada as i t a f f e c t s New 

Me x i c o . I p l a n t o use a s e r i e s o f s l i d e s f o r 

t h i s p r e s e n t a t i o n , w i t h t h e Chairman's 

RODRIGUEZ REPORTING 
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p e r m i s s i o n . 

Q. Mr, M e r r e t t , were t h e s e s l i d e s p r e p a r e d 

by you or under y o u r d i r e c t i o n ? 

A. Yes, t h e y were. 

Q, Mr. M e r r e t t , i f you w o u l d , p l e a s e , 

e x p l a i n t h e s e c h a r t s a f t e r you have p r o j e c t e d 

them o n t o t h e s c r e e n . 

A. Okay. 

MR. CARROLL: Mr. Chairman, I made 

a v a i l a b l e c o p i e s o f t h e s e c h a r t s and t h e y ' r e 

r i g h t n e x t t o t h e d o c k e t s h e e t s . 

CHAIRMAN LEMAY: Okay. Thank you. 

A. These c h a r t s a r e i n t e n d e d — a n d t h e r e 

a r e seven o f them — t o show t h e n a t u r a l gas ma r k e t 

s u p p l y and demand i n New M e x i c o , as i t a f f e c t s 

New M e x i c o , I s h o u l d say. 

The f i r s t c h a r t shows New Mexico 

n a t u r a l gas p r o d u c t i o n h i s t o r y f r o m 1935 t h r o u g h 

1992. These c h a r t s a r e numbered 1 t h r o u g h 7. 

T h i s i s C h a r t No. 1. 

As you can see, i t was i n 1935 when 

n a t u r a l gas f i r s t was p r o d u c e d i n s u f f i c i e n t 

q u a n t i t i e s t o g e t on t h i s c h a r t , on t h i s s c a l e , 

and r e a c h e d a peak i n 1976, I b e l i e v e t h a t i s , 

and t h e n d e c l i n e d r a t h e r d r a m a t i c a l l y t h r o u g h 
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1986,- when t h e t r e n d was r e v e r s e d . And 

p r o d u c t i o n has i n c r e a s e d , u n t i l i n c r e a s i n g a t 

such a r a p i d r a t e t h a t t h i s c h a r t a l m o s t becomes 

m e a n i n g l e s s . We're g o i n g t o have t o change t h e 

s c a l e . 

I n 1992, p r o d u c t i o n f r o m our 

p r e l i m i n a r y e s t i m a t e s w i l l exceed or n e a r l y 

e q u a l — w e ' r e n o t q u i t e s u r e w h i c h — t h e peak 

p r o d u c t i o n o f 1976. So t h e s t a t e i s back i n 

te r m s o f volume p r o d u c e d t o peak l e v e l s a g a i n . 

C h a r t No. 2 shows t h e p r o d u c t i o n , by 

month, f o r t h e l a s t t h r e e y e a r s . A g a i n , 1992 i s 

an e s t i m a t e because we do n o t y e t have f i n a l 

numbers i n f o r December. However, i n t h e p a s t , 

our e s t i m a t e s have been f a i r l y a c c u r a t e , i f a 

l i t t l e l ow. I t w i l l e i t h e r be t h e number t h a t ' s 

shown t h e r e or a l i t t l e more. 

The p u r p o s e o f t h i s c h a r t i s 

p r i n c i p a l l y t o show s e a s o n a l v a r i a t i o n s . As you 

see, t h e peaks i n demand a r e i n December and 

J a n u a r y , and t h e p e r i o d f r o m F e b r u a r y t h r o u g h 

September i s i n c l i n e d t o be a l o w e r demand t h a n 

t h e w i n t e r demand. 

There had, t r a d i t i o n a l l y , i n t h e y e a r s 

b e f o r e t h o s e shown on t h i s c h a r t , been a s p i k e 

RODRIGUEZ REPORTING 
( 505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

1 8 

19 

20 

2 1 

2 2 

23 

24 

25 

1 2 

shown i n t h e m i d d l e o f t h e y e a r i n J u l y o r August 

r e l a t e d t o t h e summer c o o l i n g season, i n most o f 

t h e U n i t e d S t a t e s . However, i n t h e y e a r s you see 

h e r e , s t a r t i n g i n 1990, w h i c h i s t h e b l u e l i n e a t 

t h e b o t t o m , you b a r e l y see a s p i k e i n A u g u s t . 

And t h e n i n 1991, i n g r e e n , t h e r e i s i n f a c t a 

d i p i n J u l y , w h i c h was r e l a t e d t o p r i c i n g , w h i l e 

t h e demand d i d c l i m b i n August b u t went on up 

a f t e r t h a t . 

I n 1992, w h i c h i s t h e r e d l i n e a t t h e 

t o p , t h e r e i s a d i p i n F e b r u a r y w h i c h i s r e l a t e d 

t o p r i c e — and I can t a l k more about t h a t , i f 

n e c e s s a r y — b u t t h a t i s a l m o s t c e r t a i n l y r e l a t e d 

t o p r i c e . And t h e n t h e r e i s a s l i g h t d i p i n 

June, b u t I d o n ' t t h i n k t h a t ' s r e l a t e d t o 

demand. I t h i n k t h a t ' s r e l a t e d t o p r i c e , i f I 

may say i t t h a t way. I t ' s n o t r e l a t e d t o a 

p a r t i c u l a r l y h o t June, I d o n ' t t h i n k , o r a 

p a r t i c u l a r l y c o o l June, i t ' s j u s t r e l a t e d t o 

p r i c e . And t h e n t h e p r o d u c t i o n c o n t i n u e s t o r i s e 

t h r o u g h t h e end o f t h e y e a r . I n o t h e r words:, 

s e a s o n a l v a r i a t i o n s have become l e s s p r o n o u n c e d 

i n t h i s s t a t e . 

The n e x t c h a r t shows t h e m o n t h l y 

p r o d u c t i o n , f r o m J a n u a r y 1990 t h r o u g h t h e end o f 
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199 2 , by m o n t h , a nd t h e d i f f e r e n t c o l o r s 

r e p r e s e n t on t h e b l u e l i n e i s c o a l seam gas 

p r o d u c t i o n , w h i c h y o u see has a f a i r l y p r o n o u n c e d 

t r e n d u p w a r d s . 

The g r e e n l i n e i s San J u a n B a s i n 

c o n v e n t i o n a l gas p r o d u c t i o n , a nd t h a t shows a 

s l i g h t i n c r e a s e , f l a t t o an i n c r e a s e I w o u l d 

s a y . We h a v e a n o t h e r s l i d e l a t e r w h i c h shows t h e 

t r e n d a l i t t l e b e t t e r . The P e r m i a n B a s i n 

c o n v e n t i o n a l i s e s s e n t i a l l y f l a t . T h e r e may be a 

s l i g h t i n c r e a s e , b u t i t ' s e s s e n t i a l l y f l a t , 

r e l a t e d t o o i l p r o d u c t i o n . 

C h a r t No. 4 shows t h e number o f c o a l 

seam gas w e l l s w h i c h a r e p r o d u c i n g , a c c o r d i n g t o 

o u r r e c o r d s . I t ' s my u n d e r s t a n d i n g t h a t i n 

a d d i t i o n t o t h e s l i g h t l y o v e r 1,500 w e l l s w h i c h 

a r e shown p r o d u c i n g i n December o f 1 9 9 2 , t h a t 

t h e r e a r e a p p r o x i m a t e l y a n o t h e r 320 w e l l s w h i c h 

a r e c o m p l e t e d a n d a r e w a i t i n g t o be c o n n e c t e d t o 

g a t h e r i n g s y s t e m s , so t h a t t h e y c a n p r o d u c e . 

C h a r t No. 5 i s t h e f i r s t c h a r t i n w h i c h 

we show an e s t i m a t e o f w h a t may h a p p e n i n 1993 

and i n t h i s p r o r a t i o n p e r i o d u n d e r r e v i e w . As 

y o u ' v e s e e n a l r e a d y , t h e a c t u a l p r o d u c t i o n shows 

a f a i r l y s t e e p i n c r e a s e as t h e y e a r i s c o n t i n u e d , 
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and we have done some e s t i m a t e s — m a d e some 

e s t i m a t e s o f what c o u l d happen i n 1993, i n t h e 

p r o r a t i o n p e r i o d . 

Of c o u r s e , no one has any i d e a what t h e 

im p a c t w i l l be o f any f e d e r a l t a x e s w h i c h m i g h t 

be a p p l i e d d u r i n g t h i s p e r i o d , w h i c h have been 

p r o p o s e d by t h e a d m i n i s t r a t i o n , n or do we have 

any i d e a o f what may happen as a r e s u l t o f any 

l e g i s l a t i o n now p e n d i n g i n t h e New Mexico 

l e g i s l a t u r e . 

So, w i t h t h o s e c a v e a t s , I w i l l say t h a t 

t h o s e a r e our e s t i m a t e s f o r t h e p e r i o d under 

r e v i e w . As y o u ' l l see, a p a r t f r o m a s p i k e down 

i n F e b r u a r y , w h i c h i s based a l m o s t e n t i r e l y on 

t h e p a s t two or t h r e e y e a r s when t h e r e has been a 

p r i c e r e d u c t i o n i n F e b r u a r y , and t h a t has 

a f f e c t e d demand, a p a r t f r o m t h a t you see a s t e a d y 

i n c r e a s e i n p r o d u c t i o n w i t h a f a i r l y s t e e p 

p r o d u c t i o n t o w a r d s t h e end o f t h e y e a r , s t e e p 

i n c r e a s e , as t h e w i n t e r season a r r i v e s . 

The n e x t c h a r t a t t e m p t s t o show p a r t o f 

t h e way i n w h i c h t h i s e s t i m a t e was c a l c u l a t e d . 

What we b a s i c a l l y d i d was--and t h i s c h a r t , by t h e 

way, shows t h e p e r i o d f r o m J a n u a r y t h r o u g h 

December o f 1993, and i s an e s t i m a t e o f 
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p r o d u c t i o n by c a t e g o r y , by month. 

The r e d l i n e w i t h t h e diamonds a t t h e 

b o t t o m b e i n g San Juan c a s i n g h e a d gas, w h i c h i s 

e s s e n t i a l l y f l a t , based on t h e a s s u m p t i o n o f 

b a s i c a l l y f l a t o i l p r o d u c t i o n . The n e x t l i n e 

above i t i s t h e brown l i n e w h i c h i s Permian 

c a s i n g h e a d , w h i c h i s , a g a i n , e s s e n t i a l l y f l a t , 

based on an a s s u m p t i o n o f f l a t o i l p r o d u c t i o n i n 

1993. 

The orange l i n e , P ermian c o n v e n t i o n a l , 

shows a s l i g h t i n c r e a s e t o w a r d s t h e end. I 

b e l i e v e t h a t Permian c o n v e n t i o n a l i s more 

r e s p o n s i v e t o p r i c e and, t h e r e f o r e , we show a d i p 

i n F e b r u a r y and an i n c r e a s e i n t h e w i n t e r , 

r e f l e c t i n g t h e way p r i c e s have gone. 

These c u r v e s a r e used, by t h e way, when 

r u n n i n g a model, i n c o n j u n c t i o n w i t h F u t u r e ' s 

p r i c e s f r o m t h e New York M e r c a n t i l e Exchange, so 

t h a t i s how we d e r i v e our f o r e c a s t s f o r 1993. 

But t h e s e a r e t h e p r o d u c t i o n e s t i m a t e s t o w h i c h 

a r e a p p l i e d p r i c i n g f o r e c a s t s . 

San Juan c o n v e n t i o n a l i s t h e g r e e n 

l i n e . As I s a i d , t h a t shows a d i p i n F e b r u a r y 

and an i n c r e a s e a t t h e end o f t h e y e a r . The t o p 

l i n e i s San Juan c o a l seam gas. That i s a 
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s t r a i g h t l i n e and i s s o m e t h i n g o f a guess, 

because we have no i d e a w h e t h e r any o f t h e s e 

w e l l s w i l l y e t d e c l i n e . I have no doubt t h e 

i n d u s t r y w i l l p r o v i d e t e s t i m o n y i n t h a t a r e a , b u t 

we have no i n f o r m a t i o n as t o t h e b e h a v i o r o f 

t h e s e c o a l seam gas w e l l s . 

The f i n a l c h a r t , C h a r t 7, s i m p l y shows 

t h e a t t e m p t s t o v e r i f y t h e v a l i d i t y o f our 

e s t i m a t e s by s h o w i n g — t h e e s t i m a t e i s t h e g r e e n 

column, and t h e a c t u a l i s t h e b l u e column. These 

a r e i n New Mexico f i s c a l y e a r s , w h i c h r u n f r o m 

J u l y 1 t o June 30, so t h e numbers d o n ' t e x a c t l y 

c o r r e l a t e w i t h what you've seen, b u t you can 

f i g u r e i t o u t . 

90-92 i s 1.237, w h i c h i s a c t u a l l y t h e 

c a l e n d a r y e a r , as I can see. We have been f a i r l y -

a c c u r a t e . Those g r e e n b a r s a r e u s u a l l y p u t 

t o g e t h e r i n F e b r u a r y f o r t h e F e b r u a r y gas 

p r o r a t i o n h e a r i n g . 

The F e b r u a r y , f o r example, i n FY79, t h e 

f o r e c a s t f o r c a l e n d a r 91 was 1.001. The a c t u a l 

was 1.019. I t ' s f a i r l y c l o s e . 

I n f i s c a l 1990, t h a t i s i n F e b r u a r y o f 

1992, we f o r e c a s t , f o r t h e c a l e n d a r y e a r 92, 

1.083, and t h e a c t u a l i s 1.237. T h a t ' s a c t u a l l y 
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an e s t i m a t e b u t , we b e l i e v e i t ' s f a i r l y c l o s e . 

For t h e n e x t y e a r we're s h o w i n g 1.403 

as t h e e s t i m a t e . Excuse me. That shows an 

a c t u a l . I d o n ' t q u i t e u n d e r s t a n d t h a t . Excuse 

me a moment. 

I guess t h a t 90-93 must be an e s t i m a t e , 

t o o . And t h i s i s a p r o j e c t i o n , t h e 1.474, j u s t 

t o show you how we t h i n k t h e p r o d u c t i o n w i l l go 

as t h e y e a r s go a l o n g . I guess t h e g r e e n i s t h e 

f i s c a l and t h e b l u e i s t h e c a l e n d a r . T h a t ' s 

p r o b a b l y t h e way i t goes. 

T h a t ' s a l l I have i n t h e way o f c h a r t s , 

Mr. Chairman, and I ' l l be r e a d y f o r q u e s t i o n s . 

MR. CARROLL: Mr. Chairman, I move t h a t 

t h e s e c h a r t s , numbered 1 t h r o u g h 7, be e n t e r e d 

i n t o e v i d e n c e as t h e S t a t e o f New Mexico O f f i c e 

o f I n t e r s t a t e Gas M a r k e t s ' E x h i b i t s No. 1 t h r o u g h 

No . 7 . 

CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n , 

E x h i b i t s 1 t h r o u g h 7 w i l l be a d m i t t e d i n t o t h e 

r e c o r d . 

Are t h e r e any q u e s t i o n s o f t h e 

w i t n e s s ? 

MR. STOVALL: I have j u s t one, Mr. 

Cha i rman. 
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EXAMINATION 

BY MR. STOVALL: 

Q. Mr. M e r r e t t — and I t h i n k you've 

answered t h i s i n p a s t h e a r i n g s w i t h s i m i l a r 

i n f o r m a t i o n , a r e you a b l e t o make any p r e d i c t i o n s 

or p r o v i d e any h i s t o r i c a l d a t a w i t h r e s p e c t t o 

any o f t h e p r o r a t e d gas p o o l s , based upon t h e 

i n f o r m a t i o n y o u r o f f i c e has a c c u m u l a t e d ? 

A. Mr. Chairman, i t ' s n o t p o s s i b l e t o do 

t h a t . I guess one c o u l d h i s t o r i c a l l y t r a c k t h e 

p r o d u c t i o n f r o m a p o o l and p r o j e c t t h a t f o r w a r d , 

b u t gas demand i n New Mexico r e f l e c t s gas demand 

i n t h e N o r t h A m e r i c a n c o n t i n e n t , t o a l a r g e 

e x t e n t , because t h e r e a r e n o t any s i g n i f i c a n t 

p i p e l i n e r e s t r i c t i o n s t o g e t t h e gas away f r o m 

t h e s t a t e , and t h e r e f o r e we r e s p o n d t o m a r k e t 

f o r c e s and i n d i v i d u a l p o o l s d o n ' t r e a l l y come 

i n t o p l a y t h e r e , p e r h a p s w i t h t h e e x c e p t i o n o f 

p o o l s r e l a t e d t o c o a l seam gas, where t h e r e i s a 

p r i c e e f f e c t , and t h e p r i c e e f f e c t i s more 

s i g n i f i c a n t t h a n t h e l o c a t i o n o f t h e p o o l . 

Q. And I guess t h e i n t e n t o f my q u e s t i o n 

was, you h a v e n ' t done a s t u d y o f i n d i v i d u a l 

p o o l s , so t h i s i s a s t a t e w i d e t r e n d t h a t y o u ' r e 

t a l k i n g a b o u t ? 
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A. T h a t ' s c o r r e c t . 

MR. STOVALL: Okay. Thank y o u . 

CHAIRMAN LEMAY: Thank you, Mr. 

S t o v a l l . Mr. K e l l a h i n ? 

MR. KELLAHIN: Thank y o u , Mr. 

Cha i r man. 

EXAMINATION 

BY MR. KELLAHIN: 

Q. I want t o e x p l o r e w i t h y o u , Mr. 

M e r r e t t , some o f t h e t r e n d s t h a t you see i n t h e 

gas m a r k e t i n g f o r New Mexico gas. A l t h o u g h i n 

r e s p o n s e t o Mr. S t o v a l l ' s q u e s t i o n t h a t you d o n ' t 

i n d i v i d u a l l y f o r e c a s t m a r k e t demand f o r any o f 

t h e i n d i v i d u a l p o o l s , y o u r f o r e c a s t o f ma r k e t 

demand f o r New Mexico gas i n h e r e n t l y i n c l u d e s a l l 

p o o l s , t h o s e p r o r a t e d and n o n p r o r a t e d , r i g h t ? 

A. T h a t ' s c o r r e c t . 

Q. Have you seen any i n d i c a t i o n t h a t t h e r e 

a r e any owners o f n a t u r a l gas i n any o f t h e p o o l s 

t h a t a r e d e n i e d a c c ess t o t h e m a r k e t ? 

L e t me s t a t e t h a t t h e o t h e r way 

a r o u n d . Do you see s u f f i c i e n t m a r k e t demand f o r 

a l l New Mexico gas p r o d u c t i o n t h a t w o u l d a f f o r d 

an o p p o r t u n i t y t o any owner o f gas t o o b t a i n a 

p l a c e i n t h e ma r k e t ? 
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A. Yes. To t h e e x t e n t t h a t demand i s a l s 

a f u n c t i o n o f p r i c e , t h e n i t becomes a m a t t e r o f 

c h o i c e f o r t h e p r o d u c e r as t o w h e t h e r or n o t t o 

p r o d u c e t h e gas. 

Q. I want t o go back t o one o f y o u r 

e a r l i e r c h a r t s . I t h i n k t h a t ' s a n i c e way t o 

i l l u s t r a t e t h e d i f f e r e n c e between what i s b e i n g 

p r o d u c e d i n New Me x i c o , a p r i c e d e c i s i o n by t h e 

owner o f t h e gas o r a ma r k e t demand component 

t h a t d r i v e s t h e volume o f gas p r o d u c e d . 

There was a d i s p l a y I wanted t o ask yo 

a b o u t . I guess i t ' s No. 3. 

A. I s t h a t t h e r i g h t one? 

Q. Yes, s i r . I f you l o o k a t t h e r e d l i n e 

y o u ' r e l o o k i n g a t Permian c o n v e n t i o n a l gas. 

Th e r e ' s a d i p i n J a n u a r y o f 92? 

A. I t h i n k t h a t ' s a c t u a l l y F e b r u a r y . 

Q. A l l r i g h t , F e b r u a r y o f 92. I s t h a t a 

r e f l e c t i o n o f p r i c e , o r i s t h a t l a c k o f ma r k e t 

demand t h a t has caused t h a t t o s p i k e downward? 

A. A l m o s t c e r t a i n l y , p r i c e . The s p o t 

p r i c e a t t h a t t i m e d i p p e d t o an a l l - t i m e low o f 

ar o u n d a d o l l a r , and n e t backs t o t h e w e l l h e a d 

were c o n s i d e r a b l y l o w e r t h a n t h a t , and t h a t i s 

a l m o s t c e r t a i n l y a r e f l e c t i o n o f p r i c e . 
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Q. When you l o o k a t t h i s d i s p l a y and l o o k 

a t t h e Permian B a s i n c o n v e n t i o n a l gas, i t a p p e a r s 

t h a t p e r h a p s e a r l i e r t h a n 1991 t h e r e i s a 

s e a s o n a l c y c l e t o t h e demand, and y e t somewhere 

i n 9 1 , and f o r w a r d , i t a p p e a r s t h a t demand 

c o n t i n u e s t o be s t r o n g w i t h o u t r e g a r d t o season. 

I s t h a t a f a i r c h a r a c t e r i z a t i o n o f what 

t h a t shows? 

A, W e l l , i t c o u l d be, y e s . T h a t ' s p a r t o f 

i t . I t h i n k a l s o t h e U.S. or N o r t h A m e r i c a n 

supply/demand b a l a n c e i s more embalanced t h a n i t 

was i n e a r l y y e a r s , so t h e r e i s f a r l e s s gas 

a v a i l a b l e even i n t h e p e r i o d s o f low demand. To 

some e x t e n t , I w o u l d a g r e e w i t h you. 

Q. When you l o o k a t t h e San Juan B a s i n 

c o n v e n t i o n a l gas, i s t h a t same o b s e r v a t i o n 

a p p l i e d t o t h a t gas? I n o t h e r words, t h e 

s e a s o n a l s w i n g a p p e a r s n o t t o e x i s t a f t e r 

m i d - 9 1 . As we go i n t o 92, t h e r e l o o k s t o be no 

s e a s o n a l a d j u s t m e n t i n t h e demand t a k e n f o r t h a t 

gas ? 

A. No, t h e r e ' s a d i f f e r e n t r e a s o n , and 

t h a t has t o do w i t h p i p e l i n e c a p a c i t y . I n e a r l y 

9 1 , t h e p i p e l i n e c a p a c i t y e x p a n s i o n s o u t o f t h e 

San Juan B a s i n were p u t i n p l a c e by t h e m a j o r 
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p i p e l i n e s . So. e f f e c t i v e J u l y 1991, t h e r e was no 

r e s t r i c t i o n i n p i p e l i n e c a p a c i t y o u t o f t h e 

Bas i n. 

CHAIRMAN LEMAY: 91 or 92? 

THE WITNESS: 92. Excuse me. 

Q. I s t h e r e s t i l l a d d i t i o n a l p i p e l i n e 

c a p a c i t y t o t a k e t h e demand t h a t you f o r e c a s t f o r 

t h i s n e x t p r o r a t i o n p e r i o d , f o r t h e San Juan 

B a s i n c o n v e n t i o n a l gas? 

A. Yes. There s h o u l d be a d e q u a t e 

c a p a c i t y , a p a r t f r o m a few peak t i m e s i n t h e 

w i n t e r when t h e r e m i g h t be some r e s t r i c t i o n s , b u t 

c e r t a i n l y o v e r most o f t h e y e a r t h e r e i s more 

t h a n a d e q u a t e c a p a c i t y . 

MR. KELLAHIN: Thank you, Mr. 

Cha i rman. 

CHAIRMAN LEMAY: A d d i t i o n a l q u e s t i o n s 

of t h e w i t n e s s ? Does my c o l l e a g u e a c r o s s t h e 

t a b l e have any q u e s t i o n s ? 

MR. CARLSON: No q u e s t i o n s . 

CHAIRMAN LEMAY: Commissioner Weiss? 

COMMISSIONER WEISS: Yes. 

EXAMINATION 

BY COMMISSIONER WEISS: 

0. On C h a r t No. 1, when i s goes f r o m an 
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d e c l i n e t o a i n c l i n e , w h a t c a u s e s t h a t ? 

A. T h a t ' s a h a r d q u e s t i o n t o a n s w e r . I 

t h i n k t h e r e w e r e a number o f f a c t o r s . One o f 

t h e m was t o do w i t h t h e p r i c e o f c r u d e o i l . I 

t h i n k t h e p r i c e o f c r u d e o i l s t a b i l i z e d a n d , t o 

some e x t e n t , i n c r e a s e d , a n d , t h e r e f o r e , h e l p e d 

t h e n a t u r a l g a s p r i c e t o i n c r e a s e a l i t t l e b i t . 

C e r t a i n l y t h e a v a i l a b i l i t y o f g a s i n 

New M e x i c o , t h e r e was s t i l l a l o t o f gas 

a v a i l a b l e , a l o t o f s u r f a c e d e l i v e r a b i l i t y i n 

t h i s s t a t e , s o , o u r p r o d u c e r s w e r e i n c l i n e d t o 

move t o t h e m a r k e t w h e r e a s maybe o t h e r s w e r e 

n o t . I t ' s a r e a l h a r d q u e s t i o n t o a n s w e r , a n d 

I'm n o t s u r e I know t h e a n s w e r . 

COMMISSIONER WEISS: T h a t ' s a l l t h e 

q u e s t i o n s I h a v e . 

COMMISSIONER CARLSON: I h a v e a 

q u e s t i o n . 

EXAMINATION 

BY COMMISSIONER CARLSON: 

Q. Ron, when d i d y o u b e g i n y o u r gas 

m a r k e t i n g a c t i v i t i e s ? 

A. 1987 . 

CHAIRMAN LEMAY: I s t h e r e a c o r r e l a t i o n 

t h e r e , y o u t h i n k , b e t w e e n y o u r e n t r y i n t o t h e 
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m a r k e t p l a c e a n d — 

THE WITNESS: I have no comment, Mr. 

Cha i r m a n . 

CHAIRMAN LEMAY: Mr. M e r r e t t , one 

q u e s t i o n . 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q, Have you l o o k e d a t t h e demand s i t u a t i o n 

i n C a l i f o r n i a , and i s C a l i f o r n i a s t i l l o u r main 

m a r k e t f o r New M e x i c o - p r o d u c e d n a t u r a l gas? 

A. Yes. The C a l i f o r n i a m a r k e t i s s t i l l 

t h e main m a r k e t , as b e s t we can t e l l , and i t i s 

n o t a l l t h a t easy t o t e l l . As b e s t we can t e l l , 

a b o u t n i n e p e r c e n t o f New Me x i c o ' s p r o d u c t i o n i s 

used i n New Mexi c o . The b a l a n c e i s e x p o r t e d . 

And o f t h a t b a l a n c e , p r o b a b l y 90 p e r c e n t goes t o 

C a l i f o r n i a . 

I ' v e r e c e n t l y r e c e i v e d some s t a t i s t i c s 

f r o m t h e Ca n a d i a n s , who i n d i c a t e t h a t t h e i r 

m a r k e t s h a r e has f a l l e n i n 1992 — t h e i r m a r k e t 

s h a r e i n C a l i f o r n i a has f a l l e n i n 1992, and i t 

f e l l i n 1991, t o o , by a c o u p l e o f p o i n t s . That 

c l e a r l y r e f l e c t s an i n c r e a s e i n gas i n t h e 

Sou t h w e s t g o i n g i n t o C a l i f o r n i a . 

I n a d d i t i o n t o t h a t f a c t o r , t h e r e has 
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been l e s s o f f - s y s t e m gas f l o w i n g t h r o u g h New 

Mexico t o C a l i f o r n i a and, t h e r e f o r e , my b e l i e f i s 

t h a t most o f t h e a d d i t i o n a l p r o d u c t i o n i n New 

Mexico has gone t o C a l i f o r n i a . 

Now, C a l i f o r n i a demand has been f a i r l y 

f l a t o v e r t h e l a s t c o u p l e o f y e a r s and i t ' s 

f o r e c a s t t o s t a y t h a t way. R e s i d e n t i a l 

c o n s u m p t i o n i n C a l i f o r n i a i s i n c r e a s i n g 

s l i g h t l y . I n d u s t r i a l c o n s u m p t i o n i s i n c r e a s i n g a 

l i t t l e , b u t a l o t o f i n d u s t r y i s l e a v i n g 

C a l i f o r n i a and i t ' s p o s s i b l e t h a t c o n s u m p t i o n f o r 

i n d u s t r i a l use w i l l be f l a t or r e d u c e d . 

E l e c t r i c g e n e r a t i o n demand i s t h e b i g 

q u e s t i o n mark i n C a l i f o r n i a . The d r o u g h t has now 

been f o r m a l l y d e c l a r e d o v e r by Governor W i l s o n , 

and so I suppose i t i s o v e r , b u t i t means t h a t 

t h e r e s e r v o i r s a r e f u l l and t h e r e w i l l be 

a d d i t i o n a l h y d r o e l e c t r i c p r o d u c t i o n i n 1993. 

However, you have t o b a l a n c e t h a t 

a g a i n s t t h e n u c l e a r power p l a n t s , a c o u p l e o f 

w h i c h a r e down f o r m a i n t e n a n c e o r r e f u e l i n g , so 

i t ' s r e a l l y r a t h e r d i f f i c u l t t o p r e d i c t what 

C a l i f o r n i a ' s demand w i l l be. 

We do have f a i r l y r e p u t a b l e 

c o n s u l t a n t s . Cambridge Energy Research have 
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i n d i c a t e d t o us t h a t C a l i f o r n i a demand i n 1993 i s 

n o t l i k e l y t o be more t h a n a b o u t 200 m i l l i o n 

c u b i c f e e t a d a y h i g h e r t h a n 1 9 9 2 . So, I w o u l d 

c h a r a c t e r i z e C a l i f o r n i a demand as b e i n g s l i g h t l y 

i n c r e a s i n g t o f l a t . 

Q. I g u e s s I w o u l d a s k y o u , i f we w e r e t o 

i n c r e a s e o u r p r o d u c t i o n , as y o u r e s t i m a t e s w o u l d 

i n d i c a t e , w o u l d t h e r e h a v e t o be an i n c r e a s e d 

demand i n C a l i f o r n i a f o r u s t o meet t h a t 

p r o j e c t i o n , o r i s t h a t b a s e d o n , p o s s i b l y , t h e 

o p e n i n g up o f o t h e r m a r k e t s o r d i s p l a c i n g o t h e r 

s o u r c e s o f gas f r o m t h e M i d w e s t o r o t h e r a r e a s 

i n t o C a l i f o r n i a ? 

A. Mr. C h a i r m a n , I do h a v e one more s l i d e , 

i f I c a n f i n d i t . T h i s s l i d e shows t h e U.S. 

n a t u r a l g a s demand, a n d i t was o b t a i n e d — i t comes 

f r o m an i n - h o u s e s t u d y f r o m t h e C a n a d i a n E n e r g y 

M i n e s a n d R e s o u r c e s D e p a r t m e n t . I t ' s n o t an 

o f f i c i a l C a n a d i a n g o v e r n m e n t d o c u m e n t , b u t i t i s 

an i n t e r n a l d o c u m e n t f r o m O t t o w a . 

T h i s i s s i m p l y a c o l l e c t i o n o f v a r i o u s 

f o r e c a s t s o f U.S. demand. The b r o k e n l i n e , w h i c h 

g o e s up i n 1 9 9 3 , i s one w h i c h i s p u t on by me. 

T h a t ' s n o t a p a r t o f t h e i r o r i g i n a l g r a p h , b u t i t 

i s p r o b a b l y a r o u n d 20.4 t r i l l i o n c u b i c f e e t i n 
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1993 . 

I n 1992, U.S. demand was e x p e c t e d t o be 

ab o u t 29-1/2, so t h e r e i s s o m e t h i n g c l o s e t o a 

Tcf o f a d d i t i o n a l demand i n t h e U n i t e d S t a t e s i n 

1993. 

We d o n ' t know where t h a t w i l l be 

s u p p l i e d f r o m , w h e t h e r i t w i l l be f r o m Canada or 

f r o m t h e U.S. s o u r c e s , b u t t h i s i s m e r e l y 

i n t e n d e d t o show you t h a t t h e r e i s i n c r e a s i n g 

demand f o r n a t u r a l gas i n N o r t h A m e r i c a . I t ' s 

v e r y d i f f i c u l t t o say j u s t how b i g t h a t demand 

w i l l be, b u t t h e r e ' s c e r t a i n l y a d d i t i o n a l demand 

i n N o r t h A m e r i c a . 

CHAIRMAN LEMAY: Thank you. A d d i t i o n a l 

q u e s t i o n s o f t h e w i t n e s s ? 

FURTHER EXAMINATION 

BY COMMISSIONER WEISS: 

Q. On C h a r t No. 7, was t h e p u r p o s e o f 

C h a r t No. 7 t o s u p p o r t t h e goodness o f y o u r 

f o r e c a s t ? 

A. Yes. 

CHAIRMAN LEMAY: Mr. S t o v a l l ? 

FURTHER EXAMINATION 

BY MR. STOVALL: 

Q. One o t h e r q u e s t i o n , Mr. M e r r e t t . 
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T h r o u g h o u t y o u r d i s c u s s i o n you've r e a l l y r e f e r r e d 

t o a p r i c e component. I s i t f a i r t o say, t h e n , 

t h a t demand i s r e a l l y , i n t h e t r u e economic 

sense, a demand a t a s p e c i f i c p r i c e , and i t i s 

somewhat p r i c e - d r i v e n p r e s u m a b l y by b o t h t h e 

bu y e r and s e l l e r ? 

A. Yes. As a g e n e r a l i t y , t h e answer i s 

yes. I t h i n k , t h o u g h , t h a t when you have a 

s i t u a t i o n as you may have w i t h c o a l seam gas, 

where t h e r e a r e t a x b e n e f i t s t o be o b t a i n e d w h i c h 

m i g h t o t h e r w i s e be l o s t , t h e n p r i c e becomes l e s s 

s i gn i f i c a n t . 

Q. So i t ' s an economic r e l a t i o n s h i p o r a 

d e c i s i o n t h a t ' s made on b o t h ends o f t h e 

exchange, t h o u g h , i s t h a t c o r r e c t ? 

A. T h a t ' s c o r r e c t . 

CHAIRMAN LEMAY: A d d i t i o n a l q u e s t i o n s ? 

I f n o t , you may be excu s e d . Thank you, Mr. 

M e r r e t t . 

W e ' l l move back u n l e s s , Mr. S t o v a l l , do 

you have any s l i d e s t o y o u r p r e s e n t a t i o n ? 

MR. STOVALL: I do n o t , Mr. Chairman. 

And I assume Mr. C a r r o l l has n o t h i n g f u r t h e r i n 

t h i s , i s t h a t c o r r e c t ? 

MR. CARROLL: Yes, t h a t i s c o r r e c t . 
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CHAIRMAN LEMAY: Does a n y o n e e l s e h a v e 

an y s l i d e s t h e y ' l l be s h o w i n g ? 

MR. STOVALL: I w o u l d c a l l Mr. L a r r y 

Van Ryan. 

LARRY O. VAN RYAN 

H a v i n g b e e n f i r s t d u l y s w o r n u p o n h i s o a t h , was 

e x a m i n e d a n d t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. STOVALL: 

Q. Mr. Van Ryan, w o u l d y o u s t a t e y o u r name 

and p l a c e o f r e s i d e n c e , , p l e a s e ? 

A. My name i s L a r r y Van Ryan, a n d I r e s i d e 

i n S a n t a Fe, New M e x i c o . 

Q. How a r e y o u e m p l o y e d , Mr. Van Ryan? 

A. I'm e m p l o y e d by t h e S t a t e o f New 

M e x i c o , t h e O i l C o n s e r v a t i o n D i v i s i o n . 

0. I n w h a t c a p a c i t y ? 

A. As a c h i e f p e t r o l e u m e n g i n e e r . 

Q. Do y o u r d u t i e s i n t h a t p o s i t i o n as 

c h i e f p e t r o l e u m e n g i n e e r , i n c l u d e t h e p r e p a r a t i o n 

o f a l l o w a b l e s c h e d u l e s , m a i n t e n a n c e o f t h e 

a l l o w a b l e s c h e d u l e s , o v e r s i g h t o f t h e a l l o w a b l e 

s y s t e m , p r o r a t i o n s y s t e m ? 

A. Yes, t h e y do. 

Q. A r e y o u f a m i l i a r w i t h t h e 
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r e c o m m e n d a t i o n s or t h e i n f o r m a t i o n t h a t i s b e i n g 

s u b m i t t e d by t h e D i v i s i o n t o t h e Commission f o r 

t h e p u r p o s e o f d e t e r m i n i n g t h e a l l o w a b l e s f o r t h e 

p e r i o d s t a r t i n g i n A p r i l o f 1993? 

A. Yes, I'm f a m i l i a r w i t h t h i s t h o s e . 

Q. Have you t e s t i f i e d b e f o r e t h e 

Commission and t h e D i v i s i o n and had y o u r 

c r e d e n t i a l s as an e n g i n e e r a c c e p t e d as a m a t t e r 

o f r e c o r d ? 

A. Yes, I have. 

Q. Mr. Van Ryan, w o u l d you, j u s t v e r y 

b r i e f l y , p l e a s e , d e s c r i b e t h e p r o c e s s t h a t t h e 

D i v i s i o n goes t h r o u g h i n o r d e r t o p r e p a r e 

e x h i b i t s and s u b m i t i n i t i a l i n f o r m a t i o n t o t h e 

Commission t o h e l p i t d e t e r m i n e a l l o w a b l e s f o r a 

coming p e r i o d ? 

A. Okay. As y o u ' r e aware, our p r o r a t i o n 

i s done on a s i x - m o n t h b a s i s , so we t a k e t h e 

av e r a g e s i x months' p r o d u c t i o n f r o m t h e same 

p e r i o d a y e a r ago, t o a r r i v e a t what t h e m o n t h l y 

a v e r a g e p o o l s a l e s a r e f o r a l l o f our p r o r a t e d 

p o o l s . 

A f t e r t h a t , we d e t e r m i n e t h e m a r g i n a l 

and n o n m a r g i n a l gas p r o r a t i o n u n i t s i n t h e s e 

p r o r a t e d p o o l s , and we c a l c u l a t e what t h e 
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p r o d u c t i o n i s f o r t h e m a r g i n a l p o r t i o n s o f t h e 

p o o l s and n o n m a r g i n a l p o r t i o n s o f t h e p o o l s , and 

t h a t ' s how we a r r i v e a t t h e a l l o w a b l e f o r t h e 

n o n m a r g i n a l w e l l i n t h e p o o l s . 

To w a l k o v e r t h i s a l i t t l e b e t t e r , i n 

t h e e x h i b i t s t h a t we s e n t o u t p r i o r t o t h e 

h e a r i n g and we now have t o d a y as E x h i b i t A and B 

f o r t h e h e a r i n g , i f we l o o k a t t h o s e , L i n e No. 1 

i s what we've d e t e r m i n e d i s t h e a v e r a g e p o o l 

p r o d u c t i o n , by month, f o r t h e l i k e p e r i o d o f 

A p r i l 92 t h r o u g h September o f 92. 

Q. T h a t ' s t h e same on b o t h E x h i b i t A and 

B, i s t h a t c o r r e c t ? 

A. Yes, t h a t ' s c o r r e c t . 

Q. Why d o n ' t you t e l l us what t h e 

d i f f e r e n c e i s between A and B. Why d o n ' t you 

t e l l us why we have two e x h i b i t s . 

A. E x h i b i t s A and B a r e s p l i t up by t h e 

p o r t i o n s o f t h e s t a t e . E x h i b i t A a p p l i e s t o t h e 

S o u t h e a s t p o r t i o n o f New M e x i c o , and E x h i b i t B 

a p p l i e s t o t h e N o r t h w e s t p o r t i o n . The r e a s o n f o r 

t h a t i s , t h e p r o r a t i o n i s done d i f f e r e n t l y i n 

t h o s e two a r e a s . 

I n t h e N o r t h w e s t , we use two components 

t o e s t a b l i s h t h e a l l o w a b l e , one b e i n g t h e a c r e a g e 
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f a c t o r , t h e o t h e r one b e i n g t h e d e l i v e r a b i l i t y 

f a c t o r f r o m t h e w e l l s . I n t h e S o u t h e a s t p a r t o f 

t h e s t a t e , we o n l y use a c r e a g e f a c t o r . 

Q. Now, am I c o r r e c t i n u n d e r s t a n d i n g t h a t 

what y o u ' r e s a y i n g i s , E x h i b i t s A and B, t h e L i n e 

No. 1, a v e r a g e p o o l m o n t h l y s a l e s , i s based upon 

t h e A p r i l t h r o u g h September 1992 p e r i o d ? 

A. T h a t ' s c o r r e c t . 

Q. Now, w o u l d you c o n t i n u e w i t h y o u r 

e x p l a n a t i o n o f t h e p r o c e s s ? 

A. Okay. We do n o t make any a d j u s t m e n t s 

t o t h e s e as we send them o u t . We s i m p l y send o u t 

e x a c t l y what happened. So, f r o m L i n e 1 t o L i n e 

4, w h i c h we c a l l t h e m o n t h l y p o o l a l l o w a b l e , 

we've made no a d j u s t m e n t s t o t h o s e f i g u r e s . 

We've j u s t c r a n k e d t h e s e t h r o u g h t h e 

syste m t o come up w i t h b o t t o m l i n e No. 8, w h i c h 

i s t h e F l f a c t o r f o r t h e S o u t h e a s t p a r t o f t h e 

s t a t e . 

The components t h e r e a r e t h a t we 

d e t e r m i n e what t h e m o n t h l y m a r g i n a l p o o l 

p r o d u c t i o n i s , t h e m o n t h l y n o n m a r g i n a l p o o l 

p r o d u c t i o n , t h e number o f n o n m a r g i n a l a c r e a g e 

f a c t o r s , and w i t h t h e n o n m a r g i n a l p r o d u c t i o n and 

t h e a c r e a g e f a c t o r s , we a l l o c a t e t h e F l f a c t o r 
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based on an a c r e a g e f a c t o r o f 1. 

For t h e N o r t h w e s t , i t ' s done a l i t t l e 

b i t d i f f e r e n t . A f t e r we d e t e r m i n e what t h e 

m o n t h l y n o n m a r g i n a l p o o l a l l o w a b l e i s , w i t h o u t 

a d j u s t m e n t s l i k e w i s e , we t h e n d e t e r m i n e 

n o n m a r g i n a l a c r e a g e f a c t o r s and we a l s o d e t e r m i n e 

a f i g u r e w h i c h i s t h e d e l i v e r a b i l i t y f i g u r e t i m e s 

t h e n o n m a r g i n a l a c r e a g e f a c t o r s . 

T hrough a s e r i e s o f c a l c u l a t i o n s , we 

p r o r a t e o r p r o p o r t i o n a p o r t i o n o f t h e 

n o n m a r g i n a l p o o l a l l o w a b l e t o t h e a c r e a g e f a c t o r 

and t o t h e d e l i v e r a b i l i t y f a c t o r , and we t h e n 

a r r i v e a t l i n e s 9 and 10, one b e i n g a m o n t h l y 

a c r e a g e f a c t o r a l l o w a b l e , and t h e o t h e r b e i n g t h e 

acr e a g e t i m e s t h e d e l i v e r a b i l i t y f a c t o r 

a l l o w a b 1 e . 

Q. So, i f I u n d e r s t a n d you c o r r e c t l y , t h e 

i n f o r m a t i o n on E x h i b i t s A and B, none o f t h a t i s 

e s t i m a t e d , s u g g e s t e d , or recommended, a l l o f t h a t 

i s based upon h i s t o r y and i t s i m p l y becomes a 

m a t h e m a t i c a l c a l c u l a t i o n , g o i n g f r o m L i n e 1 t o 

L i n e 8 on E x h i b i t A, and L i n e 1 t o L i n e 10 on 

E x h i b i t B, i s t h a t c o r r e c t ? 

A. T h a t ' s c o r r e c t . There a r e no 

a d j u s t m e n t s p u t i n h e r e . T h i s i s j u s t h i s t o r i c a l 
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i n f o rma t i o n . 

Q. Mr. Van Ryan, have you r e c e i v e d any 

n o m i n a t i o n s f o r any p o o l s i n t h e S t a t e o f New 

Mex i c o ? 

A. We d i d r e c e i v e n o m i n a t i o n s f r o m 

N o r t h e r n N a t u r a l Gas Company f o r t h e Tubb p o o l , 

f o r t h e B l i n e b r y p o o l , f o r t h e Eumont-Yates, f o r 

t h e J a l m a t p o o l , and f o r t h e Monument-McKee p o o l 

Q. Now, am I c o r r e c t i n assuming t h a t 

t h o s e n o m i n a t i o n s do n o t r e f l e c t on S c h e d u l e A 

because t h e numbers t h a t you have a r r i v e d a t 

w o u l d i n c l u d e t h a t p r o d u c t i o n amount based upon 

t h e h i s t o r i c a l p r o d u c t i o n ? 

A. The numbers we have a r r i v e d a t do n o t 

have any a d j u s t m e n t s or n o m i n a t i o n s , so t h e y ' r e 

n o t i n c l u d e d i n t h e r e , t h a t ' s c o r r e c t . 

Q. But t h e amount t h a t i s n o t , t h a t w o u l d 

be n o m i n a t e d on Sch e d u l e A, w o u l d i n c l u d e t h e 

volumes n o m i n a t e d by N o r t h e r n N a t u r a l , i s t h a t 

c o r r e c t ? 

A, I t w o u l d i n c l u d e t h a t t o t h e e f f e c t 

t h a t t h e s e may n o t - - i n t h e n o m i n a t i o n s i t u a t i o n , 

t h e y d o n ' t t e l l us what t h e y t o o k d u r i n g t h e 

p e r i o d a y e a r ago. Th e y ' r e o n l y s a y i n g i n t h i s 

l i k e p e r i o d i n 1993, t h i s i s what t h e y ' l l t a k e . 
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We've n o t b a c k e d o u t t h e p r o d u c t i o n f r o m a y e a r 

a g o . T h e s e may be h i g h e r o r may be l o w e r . They 

d i d n o t p r o v i d e us w i t h t h a t i n f o r m a t i o n . 

Q. Now, a g a i n , y o u ' v e s t a t e d t h a t y o u h a v e 

no a d j u s t m e n t s . A r e y o u a w a r e o f a n y a d j u s t m e n t s 

w h i c h a r e g o i n g t o be re c o m m e n d e d by a n y o p e r a t o r 

f o r a n y o f t h e p o o l s ? 

A. I ' v e h e a r d some v a r i o u s c o m m e n t s , b u t I 

d o n ' t know f o r s u r e u n t i l we h a v e t h e h e a r i n g 

t o d a y . 

Q. So, f r o m t h a t c a n I c o n c l u d e t h a t y o u 

do n o t h a v e , a t t h i s t i m e , an o p i n i o n on w h e t h e r 

any s p e c i f i c a d j u s t m e n t s f o r a n y p o o l s s h o u l d be 

a d o p t e d by t h e C o m m i s s i o n t o a d j u s t t h e 

a l l o w a b 1 e ? 

A. No, I do n o t h a v e a n y r e c o m m e n d a t i o n s 

on t h a t . 

Q. I j u s t w a n t t o p o i n t o u t f o r 

c l a r i f i c a t i o n , on L i n e No. 7 o f E x h i b i t A, a n d I 

w o u l d assume t h e same w o u l d be on L i n e s 8 a n d 

9 — 7, 8 a n d 9 o f E x h i b i t B, i f t h e r e w e r e a n y 

c h a n g e i n o u r c l a s s i f i c a t i o n o f a w e l l p r o r a t i o n 

u n i t f r o m m a r g i n a l t o n o n m a r g i n a l o r v i c e v e r s a , 

t h a t w o u l d c a u s e a m a t h e m a t i c a l a d j u s t m e n t w h i c h 

c o u l d be done d u r i n g t h e c o u r s e o f t h e p e r i o d , 
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b u t w h i c h w o u l d a f f e c t t h e u l t i m a t e a l l o w a b l e 

a s s i g n e d t o n o n m a r g i n a l w e l l s i n a n y g i v e n p o o l , 

i s t h a t c o r r e c t ? 

A. Y e s, t h a t ' s c o r r e c t , 

Q. And i t d o e s n ' t m a t t e r w h e t h e r an 

a d j u s t m e n t i s made o r n o t ? T h a t c a n o c c u r d u r i n g 

a t a n y t i m e a w e l l i s r e c l a s s i f i e d w i t h i n a 

p r o r a t i o n p e r i o d ? 

A. Yes. 

Q. Do y o u h a v e a n y t h i n g f u r t h e r t o a d d t o 

y o u r t e s t i m o n y ? 

A. No, I b e l i e v e t h a t c o v e r s i t . 

0. Were E x h i b i t s A a n d B p r e p a r e d by y o u 

i n t h e c o u r s e o f y o u r d u t i e s as c h i e f e n g i n e e r ? 

A. Y e s, t h e y w e r e . 

MR. STOVALL: A t t h i s t i m e , Mr. 

C h a i r m a n , I w o u l d move t h e a d m i s s i o n o f E x h i b i t s 

A a n d B, and w o u l d a l s o s u b m i t f o r t h e r e c o r d t h e 

n o m i n a t i o n s o f N o r t h e r n N a t u r a l Gas. T h e y ' v e n o t 

b e e n m a r k e d as an e x h i b i t by t h e D i v i s i o n b e c a u s e 

t h e y w e r e n o t p r e p a r e d b y t h e D i v i s i o n , t h e y w e r e 

p r e p a r e d by N o r t h e r n a n d s u b m i t t e d , b u t s h o u l d be 

p a r t o f t h e r e c o r d . 

CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n 

t h o s e e x h i b i t s w i l l be e n t e r e d i n t o t h e r e c o r d . 
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Q u e s t i o n s o f Mr. Van Ryan? Mr. 

K e l l a h i n . 

EXAMINATION 

MR. KELLAHIN: 

Q. Mr. Van Ryan, I w o u l d l i k e t o l o o k a t 

Sche d u l e B w i t h y o u , w h i c h i s t h e one f o r 

N o r t h w e s t e r n New M e x i c o . I want t o a d d r e s s L i n e 

1, f o r B a s i n - D a k o t a , and l e t you know t h a t my 

e x p e r t w i t n e s s f o r M e r i d i a n w i l l t e s t i f y t h a t h i s 

t a b u l a t i o n o f a c t u a l s a l e s f o r t h e l i k e p e r i o d o f 

t i m e t h a t y o u ' r e t a b u l a t i n g , i s d i f f e r e n t t h a n 

y o u r s . 

A. Okay. 

Q. He i s g o i n g t o t e s t i f y t h a t t h a t 

number, i n s t e a d o f b e i n g 8.1 B c f , s h o u l d be 8.8. 

I ' l l ask you t o l o o k a t t h a t i s s u e w i t h us as we 

e x p l o r e i t , because t h e r e i s a s u b s t a n t i a l 

d i f f e r e n c e i n what we t h i n k t h a t number i s . 

For c l a r i f i c a t i o n , a r e you t a k i n g t h i s 

number o f f t h e C-115s t h a t a r e s u p p l i e d t o t h e 

O i l C o n s e r v a t i o n D i v i s i o n ? 

A. Yes, we a r e . On t h e d i s p o s i t i o n s i d e , 

however, n o t on t h e p r o d u c t i o n s i d e . 

Q. Okay. For t h e B l a n c o - M e s a v e r d e , t h e 

M e r i d i a n w i t n e s s w i l l t e s t i f y t h a t he b e l i e v e s 
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t h a t a v e r a g e m o n t h l y p o o l s a l e number, l e s s l e a s e 

use, s h o u l d be 15.4 B c f , so a g a i n t h e r e ' s g o i n g 

t o be a s m a l l d i f f e r e n c e i n t h e r e . And I b r i n g 

t h a t t o y o u r a t t e n t i o n . 

A. Okay. 

Q. As p a r t o f y o u r d u t i e s i n p r o c e s s i n g 

and h a n d l i n g t h e p r o r a t i o n s y s t e m , have you been 

c o n t a c t e d by any i n t e r e s t owner o f gas i n a 

p r o r a t e d p o o l e x p r e s s i n g c o n c e r n or c o m p l a i n t s 

a b o u t t h e a l l o w a b l e s b e i n g s e t , i n t e r m s o f 

d e n y i n g them an o p p o r t u n i t y t o marke t t h e i r s h a r e 

o f gas ? 

A. R e s t a t e t h a t , p l e a s e . 

Q. Are a l o t o f p e o p l e a s k i n g you t o make 

a d j u s t m e n t s upward i n t h e a l l o w a b l e s c h e d u l e ? 

A. We've had t h a t happen, y e s . 

Q. Has anyone come f o r w a r d w i t h r e g a r d t o 

t h e c u r r e n t p e r i o d and s u g g e s t e d t h a t t h e r e needs 

t o be a downward a d j u s t m e n t ? 

A . No . 

Q. Have you had any i n d i c a t i o n f r o m any o f 

t h e i n t e r e s t owners i n t h e p r o r a t e d gas, t h a t 

t h e i r c o r r e l a t i v e r i g h t s a r e b e i n g i m p a i r e d by 

t h e a l l o w a b l e s y s t e m , i n t e r m s o f m a r k e t demand? 

A. No, we have n o t . 
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Q. L e t me l o o k w i t h you on Sche d u l e A, and 

l o o k i n g a t t h e I n d i a n B a s i n - U p p e r P e n n s y l v a n i a n 

P o o l , when you l o o k on t h e l a s t l i n e , L i n e 8, t h e 

F l f a c t o r f o r t h e c a l c u l a t i o n shows 172,000 Mcf? 

A. Yes. 

Q. Okay. I want t o go back w i t h you t o 

I n d i a n B a s i n , t o t h e c u r r e n t w i n t e r p r o r a t i o n 

p e r i o d t h a t we're i n now, and show you an example 

of what Mr. S t o v a l l and you j u s t d i s c u s s e d a b o u t 

making a d j u s t m e n t s f o r m a r g i n a l and n o n m a r g i n a l 

we l i s . 

When we d i s c u s s t h e I n d i a n B a s i n - U p p e r 

Penn, as an example or i l l u s t r a t i o n , how t h e F l 

f a c t o r can be a f f e c t e d by moving o r r e c l a s s i f y i n g 

w e l l s f r o m n o n m a r g i n a l t o m a r g i n a l , M a r a t h o n ' s 

p r o p o s e d E x h i b i t No. 10 i s an OCD memo d a t e d 

J a n u a r y 12, 1993, i n w h i c h an a d j u s t m e n t i s made, 

r e c l a s s i f y i n g t h e M0K w e l l f r o m n o n m a r g i n a l t o 

m a r g i n a l , and making i t e f f e c t i v e as o f O c t o b e r 

1, 1992, i f I r e c a l l c o r r e c t l y ? 

A. T h a t ' s what i t s a y s , i t l o o k s l i k e . 

Q . When t h a t a d j u s t m e n t i s made, t h e n , 

t h e r e ' s a c o r r e s p o n d i n g change i n t h e F l f a c t o r 

f o r t h a t p o o l f o r t h i s w i n t e r p r o r a t i o n p e r i o d , 

r i g h t ? 
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A. Y es. 

Q. And t h a t r e s u l t w o u l d h a v e b e e n a 

c h a n g e w h e r e b y t h e a l l o w a b l e , t h e F l f a c t o r , 

b ecomes 196,500? 

A. A p p r o x i m a t e l y . I t s a y s 495 h e r e . 

Q. T h a t ' s t h e l a s t l i n e o r t h e s e c o n d t o 

t h e l a s t l i n e o f t h e l a s t p a r a g r a p h , 1 9 6 , 4 9 5 ? 

A. Yes, t h a t ' s c o r r e c t . 

Q. F o r I n d i a n B a s i n - U p p e r Penn, t h e n , f o r 

t h e n o n m a r g i n a l w e l l s t h a t a r e p r o d u c i n g i n t h a t 

p o o l i n t h e c u r r e n t w i n t e r p e r i o d , t h a t t h e n 

becomes t h e F l f a c t o r f o r t h a t e n t i r e p r o r a t i o n 

p e r i o d ? 

A. As I r e a d t h e l e t t e r , t h a t ' s c o r r e c t , 

MR. KELLAHIN: No f u r t h e r q u e s t i o n s , 

Mr. C h a i r m a n . 

CHAIRMAN LEMAY: T h a n k y o u , Mr. 

K e l l a h i n . A d d i t i o n a l q u e s t i o n s o f t h e w i t n e s s ? 

EXAMINATION 

BY MR. BRUCE: 

Q. J u s t a c o u p l e o f s i m p l e q u e s t i o n s , Mr. 

Van R y an. L o o k i n g a t E x h i b i t A, I'm h e r e l o o k i n g 

a t t h e Tubb p o o l i n t h e e x t r e m e r i g h t c o l u m n f o r 

E x x o n . I f E x x o n p r o p o s e s a t w o - o r t h r e e - p e r c e n t 

i n c r e a s e f o r t h e n o n m a r g i n a l p o o l a l l o w a b l e , t h e n 
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t h a t w o u l d j u s t , u s i n g t h e I t e m 7 d i v i d e d by i t , 

w o u l d i n c r e a s e t h e m o n t h l y a l l o w a b l e f o r t h a t 

we 1 1 , c o r r e c t ? 

A. Yes. I f t h e r e ' s an i n c r e a s e i n t h e 

n o n m a r g i n a l s and t h e number o f n o n m a r g i n a l s 

a c r e a g e f a c t o r s w o u l d r e m a i n t h e same, i t w o u l d 

r e s u l t i n an i n c r e a s e . 

MR. BRUCE: Okay. I h a v e n ' t been h e r e , 

Mr. Van Ryan, i n about s i x y e a r s . 

CHAIRMAN LEMAY: Any more q u e s t i o n s ? 

MR. STOVALL: I c o u l d w a i t f o r t h e 

Co m m i s s i o n e r s , b u t I have one. 

CHAIRMAN LEMAY: Go ahead. 

FURTHER EXAMINATION 

BY MR, STOVALL: 

Q. I n r e s p o n s e t o Mr. K e l l a h i n , you s a i d 

nobody has a p p r o a c h e d you, c o m p l a i n i n g about 

i m p a i r m e n t o f t h e i r c o r r e l a t i v e r i g h t s . 

Am I c o r r e c t i n u n d e r s t a n d i n g t h a t t h e 

answer t o t h a t q u e s t i o n r e l a t e s t o t h e t e n t a t i v e 

s c h e d u l e you s e n t o u t f o r t h i s p e r i o d ? You're 

n o t t a l k i n g i n g e n e r a l , or a r e you t a l k i n g j u s t 

t h i s p e r i o d ? 

A. I was j u s t t a l k i n g i n g e n e r a l . The 

q u e s t i o n was a d d r e s s e d , has anybody c a l l e d me 
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c o m p l a i n i n g a b o u t n o t h a v i n g e n o u g h a l l o w a b l e , 

t h e y h a v e , b u t I ' v e n o t h a d a n y b o d y c a l l s a y i n g 

t h e i r c o r r e l a t i v e r i g h t s a r e b e i n g i m p a i r e d . 

MR. STOVALL: Okay. 

CHAIRMAN LEMAY: C o m m i s s i o n e r C a r l s o n 

COMMISSIONER CARLSON: No q u e s t i o n s . 

CHAIRMAN LEMAY: C o m m i s s i o n e r W e i s s ? 

COMMISSIONER WEISS: No q u e s t i o n s . 

CHAIRMAN LEMAY: I h a v e o n l y o n e , Mr. 

Van Ryan. 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. You m e n t i o n e d t h a t t h a t l e t t e r was 

a d d r e s s i n g t h e Monument a n d McKee f i e l d . I d on 

see t h a t on h e r e . I s t h a t a f i e l d t h a t u s e d t o 

be p r o r a t e d , o r am I n o t s e e i n g t h a t ? 

A. I t ' s i n t h e l o w e r l e f t - h a n d c o r n e r o f 

E x h i b i t A, w h e r e i t h a s t h e F l f a c t o r as 25,000 

on t h e v e r y b o t t o m . 

CHAIRMAN LEMAY: Oh, I s e e . Okay. 

T h a n k y o u . 

A d d i t i o n a l q u e s t i o n s ? I f n o t , t h e 

w i t n e s s may be e x c u s e d . T h a n k y o u . 

Mr. K e l l a h i n ? 

MR. KELLAHIN: Mr. C h a i r m a n , i f t h e r e 
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no o b j e c t i o n , I w o u l d p r o p o s e t o a d d r e s s t h e 

N o r t h w e s t p r o r a t e d p o o l s f i r s t , a n d t h e n t o come 

b a c k l a t e r t o t h e S o u t h e a s t e r n p r o r a t e d p o o l s . 

CHAIRMAN LEMAY: Does a n y o n e h a v e a 

p r o b l e m w i t h t h a t ? Does a n y o n e h a v e a p r e f e r e n c e 

o t h e r t h a n t h a t ? 

MR. STOVALL: I t h i n k t h a t ' s f i n e . 

We've d i s c u s s e d t h a t a h e a d o f t i m e , a n d I t h i n k 

i t w i l l g e t some p e o p l e o u t o f t h e room e a r l i e r . 

CHAIRMAN LEMAY: W e ' l l do t h a t , t h e n . 

A r e y o u p r e p a r e d t o p r o c e e d , Mr. K e l l a h i n , w i t h 

y o u r N o r t h w e s t w i t n e s s e s ? 

MR. KELLAHIN: Yes. Mr. C h a i r m a n , 

w e ' l l c a l l a t t h i s t i m e Mr. J i m F r a s e r , a 

p e t r o l e u m e n g i n e e r w i t h M e r i d i a n O i l Company. 

Mr. C h a i r m a n , i n o r d e r t o g i v e t h e 

C o m m i s s i o n a q u i c k r e f e r e n c e as t o w h a t h a s be e n 

t h e a c t i o n o f t h e C o m m i s s i o n i n e s t a b l i s h i n g 

a l l o w a b l e s i n t h e N o r t h w e s t p r o r a t e d p o o l s o v e r 

t h e l a s t t h r e e o r f o u r a l l o w a b l e h e a r i n g s , I h a v e 

m a r k e d , as M e r i d i a n E x h i b i t No. 10, a p a c k a g e o f 

t h o s e s c h e d u l e s so y o u c a n go b a c k a n d see w h a t 

y o u d i d i n A u g u s t a n d t h e n F e b r u a r y o f 90, a n d 

t h e n t h e y e a r a h e a d o f t h a t t i m e , a n d I t h o u g h t 

i t m i g h t be h e l p f u l t o h a v e t h o s e a v a i l a b l e f o r 
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d i s c u s s i o n . 

E x h i b i t 10 i s i n c h r o n o l o g i c a l o r d e r , 

s t a r t i n g w i t h t h e O c t o b e r 91 t h r o u g h March 92 

p r o r a t i o n s c h e d u l e f o r N o r t h w e s t , and t h e n i t 

f i n a l l y ends w i t h a copy o f t h e D i v i s i o n ' s 

p r e l i m i n a r y s c h e d u l e t h a t Mr. Van Ryan d i s c u s s e d 

a wh i 1 e ago. 

JAMES B. FRASER 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Good m o r n i n g , Mr. F r a s e r . 

A. Good m o r n i n g , Mr. K e l l a h i n . 

Q. P l e a s e s t a t e y o u r name and o c c u p a t i o n . 

A. My name i s James B. F r a s e r . I'm a 

p r o d u c t i o n s u p e r i n t e n d e n t f o r M e r i d i a n O i l , I n c . , 

i n F a r m i n g t o n , New Me x i c o . 

Q. You t e s t i f i e d a t t h e l a s t a l l o w a b l e 

h e a r i n g on b e h a l f o f y o u r company f o r y o u r 

n o m i n a t i o n s o r r e q u e s t s i n a d j u s t m e n t s f o r 

c e r t a i n p r o r a t e d p o o l s i n t h e San Juan B a s i n ? 

A. Yes, s i r , I d i d . 

Q. And you've c o n t i n u e d d o i n g t h a t f o r 

y o u r company? 
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A. Yes, s i r , I have. 

Q. Based upon y o u r employment, do you have 

re c o m m e n d a t i o n s t o t h e Commission f o r a d j u s t m e n t s 

i n c e r t a i n o f t h e p r o r a t e d gas p o o l s ? 

A. Yes, s i r . We have r e c o m m e n d a t i o n s f o r 

t h r e e o f t h e p r o r a t e d p o o l s i n N o r t h w e s t New 

Mexic o . 

MR. KELLAHIN: Mr. Chairman, I w o u l d 

t e n d e r Mr. F r a s e r as an e x p e r t w i t n e s s . 

CHAIRMAN LEMAY: H i s q u a l i f i c a t i o n s a r e 

a c c e p t ab1e. 

Q. So we have a c l e a r u n d e r s t a n d i n g o f 

where y o u ' r e headed and what d i r e c t i o n y o u ' r e 

g o i n g w i t h y o u r t e s t i m o n y , Mr. F r a s e r , w o u l d you 

summarize f o r us t h e a d j u s t m e n t f a c t o r , i n Bcf o f 

gas, t h a t you w o u l d l i k e t o p u t i n t o t h e s c h e d u l e 

t h a t ' s been i n t r o d u c e d , s t a r t i n g f i r s t o f a l l 

w i t h t h e B a s i n - D a k o t a . 

A. Yes s i r , I w i l l . I f e v e r y o n e w o u l d 

r e f e r t o E x h i b i t No. 2 i n t h e p a c k e t t h a t was 

j u s t passed o u t , i t has M e r i d i a n ' s recommended 

a d j u s t m e n t s t h a t we w o u l d l i k e t o see made t o t h e 

rec o m m e n d a t i o n o f t h e OCD. 

I n t h e B a s i n - D a k o t a , we w o u l d recommend 

an i n c r e a s e o r a d j u s t m e n t o f 2 Bcf per month f o r 
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t h e Dakota p o o l ; f o r t h e Mesaverde, we w o u l d l i k e 

t o see an i n c r e a s e o f 3 Bcf per month; and f o r 

t h e B l a n c o P.C. S o u t h , our re c o m m e n d a t i o n i s an 

a d j u s t m e n t o f a p o s i t i v e 150,000 Mcf per month. 

Q. To make t h e a d j u s t m e n t on E x h i b i t No. 

2, when you say " c u r r e n t , " what does c u r r e n t 

mean? 

A. " C u r r e n t " i s t h e number t h a t was 

p u b l i s h e d by t h e OCD, and t h a t i s t h e i r 

r e c o m m e n d a t i o n . 

B e f o r e we go any f a r t h e r , I w o u l d l i k e 

t o c o n t r a d i c t Mr. K e l l a h i n a l i t t l e b i t . I'm n o t 

g o i n g t o t e s t i f y as t o t h e a c c u r a c y o f t h e OCD's 

numbers on t h e c u r r e n t v a l u e s , " c u r r e n t " b e i n g 

t h e A p r i l t h r o u g h September numbers o f l a s t y e a r . 

A l l my r e c o m m e n d a t i o n s a r e based on t h o s e 

numbers, so I d o n ' t r e a l l y want t o g e t i n t o t h e 

a c c u r a c y o f t h e numbers. 

What I'm g o i n g t o t e s t i f y t o i s based 

on t h e OCD numbers, and my a d j u s t m e n t s a r e 

recommended based on t h e i r o r i g i n a l numbers. 

Q. I u n d e r s t a n d , b u t i n r e v i e w i n g y o u r 

p r o d u c t i o n i n f o r m a t i o n f o r a c t u a l s a l e s d u r i n g 

t h a t p e r i o d , you happen t o have a number t h a t ' s 

h i g h e r t h a n what Mr. Van Ryan has? 
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A. Yes, I do, and t h a t p r o b a b l y r e f l e c t s a 

h i g h e r a d j u s t m e n t , b u t I s t a n d w i t h t h e 

a d j u s t m e n t t h a t I j u s t t e s t i f i e d t o . That i s , 

t h e t o t a l i s r e a l l y t h e key number as f a r 

M e r i d i a n i s c o n c e r n e d . 

Q. I u n d e r s t a n d . L e t ' s go back now and 

have you i d e n t i f y E x h i b i t No. 1 f o r us. 

A. E x h i b i t No. 1 i s e n t i t l e d " N o r t h w e s t 

New M e x i c o , " and t h e s u b t i t l e i s "Reasons f o r 

I n c r e a s e d P r o d u c t i o n . " 

What M e r i d i a n and a l l t h e o t h e r 

o p e r a t o r s i n t h e San Juan B a s i n have seen, have 

been t o o d r a m a t i c changes i n t h e m a r k e t p l a c e i n 

t h e l a s t 12 t o 18 months, and t h o s e a r e 

i d e n t i f i e d w i t h t h e b u l l e t s , t h e f i r s t b e i n g t h a t 

t h e r e ' s been an i n c r e a s e d p i p e l i n e c a p a c i t y o u t 

o f t h e San Juan B a s i n . 

I n A p r i l o f 1992, two ma j o r p i p e l i n e 

c ompanies, E l Paso N a t u r a l Gas and T r a n s w e s t e r n , 

expanded t h e i r t ake-away c a p a c i t y o u t o f t h e San 

Juan B a s i n . That has, o f c o u r s e , d e c r e a s e d f i e l d 

p r e s s u r e s back t o t h e w e l l h e a d and has i n c r e a s e d 

t h e w e l l s ' a b i l i t y t o d e l i v e r gas. 

The second p o i n t i s t h a t we've seen an 

i n c r e a s e and a f i r m i n g o f n a t u r a l gas p r i c e s i n 
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t h e l a s t 18 months. I b e l i e v e Mr. M e r r e t t 

r e f e r r e d t o t h a t b r i e f l y , b u t t h e p r i c e s now, as 

a m a t t e r o f f a c t l a t e t h i s f a l l , were a t r e c o r d 

l e v e l f r o m what we've seen i n 10 y e a r s i n t h e San 

Juan B a s i n . 

Q. What have you c o n c l u d e d a b o u t t h e 

mar k e t demand f o r p r o d u c t i o n o f p r o r a t e d gas o u t 

of t h e t h r e e p r o r a t e d p o o l s t h a t you've 

i d e n t i f i e d on E x h i b i t No. 2, i f t h e Commission 

makes t h e a d j u s t m e n t s t h a t you've p r o p o s e d ? 

A. The a d j u s t m e n t s we've p r o p o s e d , t h e 

t o t a l s t h e r e a r e v e r y much i n l i n e w i t h what 

c u r r e n t p r o d u c t i o n o u t o f t h o s e p r o r a t e d p o o l s 

a r e . And by " c u r r e n t , " I mean i n t h e l a s t s i x , 

seven months o f 1992, and t h e f i r s t month o f 

1993, we've seen t o t a l p o o l p r o d u c t i o n v a l u e s 

a p p r o x i m a t e l y t h e same as what our recommended 

t o t a l p o o l a l l o w a b l e i s . 

Q. The D i v i s i o n ' s s c h e d u l e has c a l c u l a t e d 

on a m o n t h l y a v e r a g e f o r t h e summer o f 91 on L i n e 

1 o f t h e s c h e d u l e , and used t h a t , t h e n , t o 

c a l c u l a t e and f o r e c a s t t h e a l l o w a b l e s f o r t h e 

summer o f 93, g o i n g f r o m 92 t o 93, a l l r i g h t ? 

A. Uh-huh. 

Q. I s t h a t r e p r e s e n t a t i v e o f what you see 
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t o be t h e ma r k e t demand f o r gas f r o m t h e s e 

p r o r a t e d p o o l s ? 

A. No, s i r . I t h i n k t h e ma r k e t demand i s 

i n e xcess o f l a s t summer's a v e r a g e v a l u e s . 

Q. Do you see any s e a s o n a l c y c l e o r 

s e a s o n a l s w i n g i n t h e ma r k e t demand f o r t h e s e 

p o o l s , between t h e summer o f 92 and t h e summer o f 

9 3? 

A. No, s i r , I d o n ' t . I n c o n v e r s a t i o n s 

w i t h our m a r k e t i n g p e o p l e i n our Houston 

c o r p o r a t e o f f i c e , t h e y t e l l me t h a t t h e r e w i l l 

n o t be a s e a s o n a l demand, t h a t t h e ma r k e t w i l l 

r e m a i n s t r o n g . T h r o u g h o u t t h e summer months, t h e 

demand f o r New Mexico gas w i l l r e m a i n s t r o n g a t 

t h e c u r r e n t l e v e l s t h a t we're c u r r e n t l y 

p r o d u c i n g . 

Q. Do you see any b o t t l e n e c k i n t h e 

p i p e l i n e c a p a c i t y t o t a k e gas o u t o f t h e p r o r a t e d 

gas p o o l s , i f a l l o w a b l e s a r e s e t as you pro p o s e ? 

A. No, s i r , I d o n ' t . E l Paso N a t u r a l Gas, 

w h i c h i s t h e l a r g e s t g a t h e r e r i n t h e B a s i n , has 

some excess c a p a c i t y r i g h t now. The numbers t h a t 

I'm g o i n g t o recommend a r e , e s s e n t i a l l y , t h e same 

as what we c u r r e n t l y see as take-away p r o d u c t i o n 

o u t o f t h e B a s i n . So, w i t h t h e i r i n c r e a s e d 
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c a p a b i l i t y t o t a k e gas o u t o f t h e B a s i n , I t h i n k 

t h a t w i l l r e m a i n t h e same. 

Q. Do you see any i n d i c a t i o n t h a t t h e r e 

a r e owners o f gas t h a t ' s p r o r a t e d t h a t a r e d e n i e d 

a c c e ss t o m a r k e t ? 

A. No, s i r , I c e r t a i n l y do n o t . 

Q. L e t ' s t u r n t o E x h i b i t No. 3 and have 

you i d e n t i f y and d e s c r i b e t h a t d i s p l a y . 

A. E x h i b i t No. 3 i s a month-by-month 

p r o d u c t i o n p l o t o f t h e B a s i n - D a k o t a p o o l 

p r o d u c t i o n . The u n i t s on t h e l e f t - h a n d s i d e o f 

t h e e x h i b i t a r e i n Bcf p e r month; on t h e 

r i g h t - h a n d s i d e o f t h e e x h i b i t I ' v e g o t a c t u a l 

p r o d u c t i o n , w h i c h i s t h e s o l i d b l a c k l i n e t h r o u g h 

November o f 1992. 

The l a s t two s o l i d s q u a r e s you see 

t h e r e a r e my e s t i m a t e s f o r December and J a n u a r y 

of 1993 . 

Q, What's t h e s i g n i f i c a n c e o f t h e two 

s t a r s ? 

A. The two s t a r s , w h i c h a r e i n June and 

J u l y o f 1992, were my p r e d i c t i o n s o f what t h e 

p o o l p r o d u c t i o n was g o i n g t o be s i x months ago. 

When I t e s t i f i e d b e f o r e t h i s Commission 

l a s t A u g u s t , I t e s t i f i e d t h a t t h e June p r o d u c t i o n 
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t h a t I w o u l d e s t i m a t e o u t o f t h e Dakota p o o l 

w o u l d be 8.1 Bcf per month. The a c t u a l number 

was 8.2 Bcf per month. I n J u l y , my e s t i m a t e was 

9.4 Bcf p e r month. The a c t u a l p r o d u c t i o n f o r 

t h a t month was 9.1 B c f . 

The p o i n t o f t h e s t a r s i s t o show t h a t 

t h e method t h a t I ' v e used t o e s t i m a t e , on t h e 

t a i l end o f my e x h i b i t t h e r e , does have some 

v a l i d i t y as shown by what has happened i n t h e 

p r o d u c t i o n o f t h e p o o l s i x months ago. 

Q. What a d j u s t m e n t d i d you p r o p o s e t h e 

Commission use i n t h e August a l l o w a b l e h e a r i n g 

l a s t y e a r ? 

A. We recommended a 2 Bcf p e r month 

i n c r e a s e o r a d j u s t m e n t i n t h e Dakota p o o l . 

Q. L e t ' s t u r n now t o E x h i b i t 4. I d e n t i f y 

and d e s c r i b e t h a t d i s p l a y . 

A. E x h i b i t No, 4 i s a s i m i l a r p r e s e n t a t i o n 

as E x h i b i t No. 3, however t h i s i s f o r t h e 

Blanco-Mesaverde p o o l . Once a g a i n , Bcf per month 

p r o d u c t i o n i s l a b e l e d on t h e l e f t - h a n d v e r t i c a l 

c o lumn. The s o l i d b l a c k l i n e r e p r e s e n t s t h e 

a c t u a l p r o d u c t i o n f o r t h e p o o l f o r t h e t w o - y e a r 

t i m e f r a m e , f r o m J a n u a r y o f 91 t h r o u g h J a n u a r y o f 

1993 . 
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Once a g a i n , t o show t h e v a l i d i t y o f my 

e s t i m a t e m e t h o d o l o g y we used s i x months ago i n 

J u n e — o r I p r e d i c t e d i n June o f 1992 t h a t t h e 

e s t i m a t e d p r o d u c t i o n o f t h e Mesaverde p o o l w o u l d 

be 14.1 B c f . The a c t u a l v a l u e was 13.8 Bcf a 

month. 

I n J u l y , my e s t i m a t e was 16.0 Bcf a 

month. The a c t u a l v a l u e was 15.9 Bcf a month. 

Once a g a i n , t h e p o i n t b e i n g t h a t t h e m e t h o d o l o g y 

I ' v e used t o e s t i m a t e t h e l a s t two months on t h e 

c u r v e does have some v a l i d i t y . 

Q. L e t ' s go t o E x h i b i t No. 5, s i r . 

A. E x h i b i t No. 5 i s s i m p l y a t a b u l a t i o n o f 

what t h e p r e v i o u s p l o t showed. I ' v e g o t t h r e e 

columns h e r e , l a b e l e d " 1 9 9 1 , " "1992," and t h e n 

t h e d i f f e r e n c e b e i n g a p e r c e n t o f 92 d i v i d e d by 

1991. 

I ' v e g o t t h e t i m e frame f r o m August o f 

1991 t h r o u g h J a n u a r y o f 1993. What I'm d o i n g i s 

c o m p a r i n g l i k e months f r o m 1992 t o 1991. 

As t h e t a b u l a t i o n shows, we've seen a 

d r a m a t i c i n c r e a s e i n Dakota p r o d u c t i o n i n t h a t 

s i x - m o n t h t i m e f r a m e , f r o m 92 t o 9 1 . The a v e r a g e 

number i s l i s t e d on t h e b o t t o m , w h i c h shows t h a t 

f o r 1992 t h e a v e r a g e p r o d u c t i o n per month was 9.8 
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B c f as o p p o s e d t o t h e 1991 a v e r a g e f o r t h e same 

t i m e f r a m e as 7.2 B c f a m o n t h , w h i c h i s a 

3 6 - p e r c e n t i n c r e a s e . 

I t h i n k t h a t i s a d i r e c t i m p a c t o f t h e 

two f a c t o r s I m e n t i o n e d a t t h e o u t s e t o f my 

t e s t i m o n y . The p i p e l i n e c a p a c i t y e x p a n s i o n s o u t 

o f t h e B a s i n a n d t h e f i r m i n g a n d i n c r e a s e o f 

n a t u r a l g a s p r i c e s . 

Q. L e t ' s t u r n t o E x h i b i t 6 a n d h a v e y o u 

i d e n t i f y a n d d e s c r i b e t h a t d i s p l a y . 

A. E x h i b i t No. 6 i s a t a b u l a t i o n o f t h e 

M e s a v e r d e p r o d u c t i o n w i t h i n t h e same t i m e f r a m e , 

1992 v e r s u s 1 9 9 1 . As y o u c a n s e e , t h e p r o d u c t i o n 

i n c r e a s e i n t h e l a s t s i x m o n t h s h a s b e e n 

s i g n i f i c a n t l y h i g h e r t h a n t h e p r e v i o u s l i k e t i m e 

f r a m e i n 1 9 9 1 . 

As t h e n u m b e r s on t h e b o t t o m , t h e 

a v e r a g e v a l u e s h o w s , t h e 1992 a v e r a g e p r o d u c t i o n 

f o r t h e l a s t s i x m o n t h s was 17.2 B c f v e r s u s a 

1991 v a l u e o f 12.2 B c f , a 4 1 - p e r c e n t i n c r e a s e . 

And I t h i n k t h a t ' s a d i r e c t i m p a c t f r o m t h e 

f a c t o r s m e n t i o n e d p r e v i o u s l y . 

Q. L e t ' s l o o k a t B l a n c o P.C. S o u t h , 

E x h i b i t 7. 

A. A s i m i l a r e x h i b i t t o Nos. 5 a n d 6. I t 
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shows t h e m o n t h l y p r o d u c t i o n f o r 1992 v e r s u s 

1 9 9 1 . 

As y o u c a n s e e on t h e l a s t l i n e t h e r e , 

t h e a v e r a g e p r o d u c t i o n f o r t h a t s i x - m o n t h t i m e 

f r a m e i n 1992 i s 1.4 B c f p e r m o n t h , as o p p o s e d t o 

1.0 B c f p e r m o n t h i n 1 9 9 1 , o r a 4 0 - p e r c e n t 

i n c r e a s e o v e r t h e same t i m e f r a m e . 

Q. As p a r t o f y o u r s t u d y , h a v e y o u 

e x a m i n e d w h e t h e r o r n o t t h e i n c r e a s e d s a l e o f gas 

o u t o f t h e p r o r a t e d p o o l s h a s h a d a n y e f f e c t on 

p i p e l i n e p r e s s u r e s w h e r e b y l o w - c a p a c i t y w e l l s may 

h a v e b e e n i m p a i r e d i n t h e i r a b i l i t y t o a c c e s s t h e 

m a r k e t a n d p r o d u c e t h e i r s h a r e ? 

A. Yes. I h a v e l o o k e d a t p i p e l i n e 

p r e s s u r e s , a nd t h a t f a l l s w i t h E x h i b i t Nos. 8 a n d 

9, a n d i t shows some h i s t o r i c p o o l p r o d u c t i o n 

v a l u e s a n d a l s o some g a t h e r i n g p r e s s u r e s o u t i n 

t h e f i e l d t h a t a r e an i m p a c t o r a c a u s e f o r t h a t 

p r o d u c t i o n v a l u e . 

Q. L e t ' s s t a r t w i t h t h e B l a n c o - M e s a v e r d e , 

a n d g i v e us a t i m e r e f e r e n c e i n t e r m s o f t h e 

a d d i t i o n a l c a p a c i t y a d d e d t o t h e p i p e l i n e s y s t e m 

i n N o r t h w e s t New M e x i c o a n d w h a t t h e c h a n g e s h a v e 

b e e n i n t h e p i p e l i n e p r e s s u r e . 

A. As I p r e v i o u s l y m e n t i o n e d , i n A p r i l o f 

RODRIGUEZ REPORTING 
( 5 0 5 ) 9 8 8 - 1 7 7 2 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

19 

20 

2 1 

2 2 

2 3 

24 

2 5 

5 5 

1992 , t h e e x p a n s i o n s o u t o f t h e B a s i n w e r e i n 

p l a c e . E l P a s o ' s e x p a n s i o n i n c r e a s e d c a p a c i t y o f 

800 m i l l i o n c u b i c f e e t p e r d a y o u t o f t h e B a s i n . 

T r a n s w e s t e r n ' s was 500 m i l l i o n c u b i c f e e t p e r d a y 

i n c r e a s e o u t o f t h e B a s i n , f o r a t o t a l o f 1.3 B c f 

p e r d a y i n c r e a s e o u t o f t h e B a s i n . 

W i t h t h a t i n c r e a s e d t a k e - a w a y c a p a c i t y , 

t h e p r e s s u r e s o u t i n t h e f i e l d on t h e g a t h e r i n g 

s y s t e m s a c t u a l l y h a v e d e c r e a s e d an a v e r a g e o f 100 

p s i . And E x h i b i t Nos. 8 a n d 9 show w h a t i m p a c t 

t h a t h a s made t o t h e p o o l p r o d u c t i o n . 

You a l l u d e d t o t h e B l a n c o - M e s a v e r d e 

p o o l . I f y o u l o o k a t E x h i b i t No. 9, t h a t h a s a 

b a r g r a p h t a b u l a t i o n o f t h e a v e r a g e m o n t h l y 

p r o d u c t i o n , s i n c e 1 9 8 2 , o f t h e B l a n c o - M e s a v e r d e 

p o o l . A l s o n o t e d i n s e v e r a l t r i a n g l e s on t h e 

e x h i b i t a r e t h e f i e l d - w i d e g a t h e r i n g s y s t e m 

p r e s s u r e s e x i s t e n t d u r i n g t h a t same t i m e f r a m e . 

As y o u c a n see i n 1 9 8 2 , t h e f i e l d 

p r e s s u r e was i n t h e 260 p s i r a n g e . I n 1 9 9 1 , t h e 

p r e s s u r e h a d i n c r e a s e d t o a p p r o x i m a t e l y 390 p s i . 

C o n s e q u e n t l y , y o u c a n see t h a t t h e p r o d u c t i o n o f 

t h e p o o l h a d d e c r e a s e d s i g n i f i c a n t l y . 

The 1982 v a l u e was i n e x c e s s o f 16 B c f 

p e r m o n t h ; t h e 1 9 9 1 v a l u e was s l i g h t l y l e s s t h a n 
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13 Bcf a month. I n 1992, as a r e s u l t o f t h e s e 

e x p a n s i o n s o u t o f t h e B a s i n , t h e f i e l d - w i d e 

p r e s s u r e has d r o p p e d t o a p p r o x i m a t e l y 300 p s i . 

C o n s e q u e n t l y , t h e p o o l p r o d u c t i o n has i n c r e a s e d 

t o o v e r 15 Bcf per month, w h i c h i s t h e h i g h e s t 

v a l u e t h a t t h e p o o l has seen s i n c e 1982. 

Q. I f we make t h e a d j u s t m e n t t h a t M e r i d i a n 

i s p r o p o s i n g i n t h e Blanco-Mesaverde p r o r a t e d 

p o o l , w i l l t h a t have a m a t e r i a l e f f e c t on 

p i p e l i n e p r e s s u r e s ? 

A. No, s i r , i t won't. We're c u r r e n t l y 

p r o d u c i n g i n excess o f 17 Bcf a month o u t o f t h e 

Mesaverde, and p i p e l i n e p r e s s u r e s have s t a b i l i z e d 

i n t h e l a s t s e v e r a l months. 

Q. When we l o o k a t t h e B l a n c o - M e s a v e r d e , 

t h e n , you a r e s e e k i n g an a l l o w a b l e l e v e l t h a t i s 

co m p a r a b l e a l l o w a b l e l e v e l f o r t h e summer 

p r o r a t i o n p e r i o d o f 93 t h a t i s c o m p a r a b l e t o t h e 

one you now have i n t h e w i n t e r o f 92? 

A. Yes, we a r e . 

Q. Okay. L e t ' s t u r n now t o t h e 

B a s i n - D a k o t a and examine t h e p i p e l i n e p r e s s u r e 

f o r w e l l s p r o d u c i n g i n t h a t p o o l . 

A. E x h i b i t No. 8 i s a s i m i l a r p r e s e n t a t i o n 

f o r t h e B a s i n - D a k o t a . Once a g a i n , t h e a v e r a g e 
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m o n t h l y p r o d u c t i o n on a B c f b a s i s , s i n c e 1 9 8 2 , 

a r e p l o t t e d on t h e v e r t i c a l b a r . The t r i a n g l e s 

r e p r e s e n t t h e same p i p e l i n e p r e s s u r e s I 

p r e v i o u s l y t e s t i f i e d t o . 

I n 1 9 8 2 , w i t h t h e p i p e l i n e p r e s s u r e s 

b e i n g a p p r o x i m a t e l y 260 p s i , t h e p o o l p r o d u c t i o n 

on t h e D a k o t a was s l i g h t l y l e s s t h a n 12 B c f . 

T h a t p r o d u c t i o n v a l u e d e c r e a s e d t o 1 9 9 1 , t o a 

v a l u e o f s l i g h t l y u n d e r 7 B c f p e r m o n t h a t a 

p i p e l i n e p r e s s u r e o f 390 p s i . 

As p i p e l i n e p r e s s u r e s h a v e d r o p p e d t o 

t h e 300 p s i r a n g e , p o o l p r o d u c t i o n h a s i n c r e a s e d 

t o a b o u t 8.7 B c f p e r m o n t h . T h a t ' s t h e h i g h e s t 

p o o l p r o d u c t i o n s i n c e 1 9 8 7 . 

Q. W i t h r e g a r d s t o t h e a d j u s t m e n t y o u 

p r o p o s e t o make i n t h e B a s i n - D a k o t a p o o l , how 

d o e s t h a t a d j u s t m e n t e q u a t e t o w h a t t h e a l l o w a b l e 

i s i n t h e c u r r e n t w i n t e r o f 92 p r o r a t i o n 

s c h e d u l e ? 

A. The a l l o w a b l e f o r t h e c u r r e n t t i m e 

f r a m e w e ' r e i n , O c t o b e r o f 92 t o M a r c h o f 93, t h e 

c u r r e n t a l l o w a b l e i s 9.1 B c f p e r m o n t h . We're 

a s k i n g t h a t t h e summer a l l o w a b l e be s e t a t 10.2 

B c f a m o n t h , an i n c r e a s e o r an a d j u s t m e n t , 

r a t h e r , o f 2 B c f a m o n t h . 10.2 B c f a m o n t h i s 
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c o n s i s t e n t w i t h w h a t we see i n c u r r e n t p r o d u c t i o n 

o u t o f t h e poo 1 . 

As I p r e v i o u s l y t e s t i f i e d , I do n o t 

b e l i e v e we we w i l l see a summer d o w n w a r d r e v i s i o n 

o r d o w n w a r d t r e n d i n p r o d u c t i o n f o r t h e s e 

u p c o m i n g summer m o n t h s , 

Q. Do y o u see a n y m a t e r i a l e f f e c t on 

p i p e l i n e p r e s s u r e s , i f t h e C o m m i s s i o n a p p r o v e s 

t h e a l l o w a b l e a d j u s t m e n t y o u ' r e s e e k i n g f o r t h e 

B a s i n - D a k o t a p o o l ? 

A. No, s i r , I d o n ' t . P i p e l i n e p r e s s u r e s 

h a v e s t a b i l i z e d i n r o u g h l y t h e l a s t f o u r t o f i v e 

m o n t h s , a n d we h a v e s e e n v e r y l i t t l e d i f f e r e n c e 

i n p i p e l i n e p r e s s u r e s s i n c e t h e p r o d u c t i o n h a s 

i n c r e a s e d . 

MR. KELLAHIN: Mr. C h a i r m a n , t h a t 

c o n c l u d e s my e x a m i n a t i o n o f Mr. F r a s e r . We move 

t h e i n t r o d u c t i o n o f M e r i d i a n E x h i b i t s 1 t h r o u g h 

1 0 . 

CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n , 

E x h i b i t s 1 t h r o u g h 10 w i l l be a d m i t t e d i n t o t h e 

r e c o r d . 

Q u e s t i o n s o f t h e w i t n e s s ? 

MR. STOVALL: None. 

CHAIRMAN LEMAY: C o m m i s s i o n e r C a r l s o n ? 
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EXAMINATION 

BY COMMISSIONER CARLSON: 

Q. Mr. F r a s e r , o f t h e t h r e e p o o l s , l e t ' s 

s t a r t w i t h t h e B a s i n - D a k o t a p o o l , what p e r c e n t o f 

t h e c u r r e n t p r o d u c t i o n does M e r i d i a n m a r k e t ? 

A. We p r o d u c e 31 p e r c e n t o f t h e 

B a s i n - D a k o t a p o o l . 

Q. I s t h a t where you a r e t h e o p e r a t o r o f 

t h e w e l l t h a t p r o d u c e s ? 

A. Yes, s i r . We o p e r a t e t h e w e l l s t h a t 

c u m u l a t i v e l y p r o d u c e 31 p e r c e n t o f t h e p o o l 

p r o d u c t i o n . 

Q. Do you know what p e r c e n t o f t h e c u r r e n t 

p r o d u c t i o n t h a t M e r i d i a n a c t u a l l y m a r k e t s ; i n 

o t h e r w o r ds, t h a t i t buys a t t h e w e l l h e a d f r o m 

o t h e r p r o d u c e r s and m a r k e t s ? 

A. We market a b o u t 75 p e r c e n t o f t h e t o t a l 

p r o d u c t i o n t h a t we p r o d u c e on a g r o s s b a s i s . 

Q. So, I c o u l d t a k e t h e 31 p e r c e n t t i m e s 

75 p e r c e n t , and t h a t ' s what M e r i d i a n O i l m a r k e t s 

o u t o f t h e B a s i n - D a k o t a p o o l ? 

A. That 75 p e r c e n t i s on a c u m u l a t i v e 

b a s i s o f what we p r o d u c e d a i l y . I d o n ' t know on 

a p o o l - w i d e b a s i s what t h e p e r c e n t a g e i s , s i r . 

Q. Okay. And I assume M e r i d i a n i s a l s o 
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p u r c h a s i n g a t t h e w e l l h e a d f r o m o t h e r p a r t i e s and 

m a r k e t i n g t h a t gas? 

A. For t h e most p a r t , we ma r k e t t h e gas on 

t h e w e l l s t h a t we o p e r a t e . Some o f t h a t i s o t h e r 

w o r k i n g i n t e r e s t owners' gas. 

Q. Okay. What I'm g e t t i n g a t i s , i f you 

check w i t h H o uston and t h e y say t h e y can c o n t i n u e 

m a r k e t i n g l e v e l s d u r i n g t h e summer as t h e y have 

o v e r t h e l a s t few months, b u t i f we're o n l y 

t a l k i n g a b o u t 31 p e r c e n t o f t h e p r o d u c t i o n , have 

you checked w i t h o t h e r o p e r a t o r s i n t h o s e p o o l s 

t o see i f t h e y can a l s o c o n t i n u e t o ma r k e t a t t h e 

l e v e l s t h e y had? 

A. I n f o r m a l l y I have, s i r , and I t h i n k 

t h o s e p a r t i e s a r e g o i n g t o t e s t i f y s u b s e q u e n t t o 

my t e s t i m o n y , e s s e n t i a l l y t h e same comments t h a t 

I have, t h a t t h e y w i l l be a b l e t o move as much 

gas as t h e y c u r r e n t l y a r e . B u t , once a g a i n , I'm 

n o t g o i n g t o p u t words i n t h e i r mouth. I t h i n k 

t h e m a j o r o p e r a t o r s a r e g o i n g t o succeed my 

t es t i mony. 

Q. F i n e . What p e r c e n t o f t h e 

Blanco-Mesaverde p o o l does M e r i d i a n p r o d u c e ? 

A. I n December o f 1992, we p r o d u c e d 47 

p e r c e n t o f t h e Mesaverde p r o d u c t i o n . 
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Q. And t h e B l a n c o P i c t u r e d C l i f f s ? 

A. 3 1 p e r c e n t . 

COMMISSIONER CARLSON: Okay. T h a n k 

y o u . 

CHAIRMAN LEMAY: C o m m i s s i o n e r W e i s s ? 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. Yes. On E x h i b i t 2, y o u r r e q u e s t e d 

a d j u s t m e n t s , do t h e y r e f l e c t Ron M e r r e t t ' s 

c omments c o n c e r n i n g t h e C a l i f o r n i a m a r k e t as he 

s e e s i t ? 

A. I t h i n k t h a t ' s a r e f l e c t i o n o f i t , 

s i r . I d i d n o t t a l k t o Mr. M e r r e t t p r i o r t o h i s 

t e s t i m o n y , b u t I b e l i e v e Mr. M e r r e t t ' s t e s t i m o n y 

was t h a t t h e C a l i f o r n i a m a r k e t i s i n c r e a s i n g , i f 

n o t a t t h e v e r y l e a s t b e i n g s t a b l e t o w h a t i t ' s 

b e e n r e c e n t l y . 

Q. Assume i t ' s s t a b l e , i s t h e r e e n o u g h 

m a r k e t t h e r e t o t a k e t h e s e a d j u s t m e n t s ? 

A. Y e s, s i r , I b e l i e v e t h a t ' s c o r r e c t , 

b e c a u s e w e ' r e c u r r e n t l y s e l l i n g t h i s much g a s . 

Q. T h e n , on E x h i b i t s 3 and 4, y o u showed 

t h e g o o d n e s s o f y o u r e s t i m a t e s f o r J u n e a n d 

J u l y . What a b o u t A u g u s t a n d S e p t e m b e r ? Were 

t h e y s i m i l a r ? 
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A. I d i d n o t make e s t i m a t e s f o r August and 

September because we were h e r e i n A u g u s t , and I 

d i d n ' t r e d o t h i s u n t i l r o u g h l y a month ago. So I 

d i d n o t make any e s t i m a t e s f o r them. 

COMMISSIONER WEISS: T h a t ' s a l l t h e 

q u e s t i o n s I have. Thank you. 

CHAIRMAN LEMAY: I have no q u e s t i o n s . 

A d d i t i o n a l q u e s t i o n s o f t h e w i t n e s s ? I f n o t , he 

may be e x c u s e d . 

Thank y o u , Mr. F r a s e r . Mr. K e l l a h i n ? 

MR. KELLAHIN: Thank you, Mr. Chairman. 

C a l l K i r k C z i r r , on b e h a l f o f P h i l l i p s P e t r o l e u m 

Company. 

KIRK CZIRR 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Would you p l e a s e s t a t e y o u r name and 

o c c u p a t i o n ? 

A. My name i s K i r k C z i r r . I'm a f i e l d 

d e v e l o p m e n t s u p e r i n t e n d e n t f o r P h i l l i p s P e t r o l e u m 

Company i n F a r m i n g t o n , r e s p o n s i b l e f o r r e s e r v o i r 

e n g i n e e r i n g and g e o l o g y . 

Q. Y o u ' l l have t o speak up. I t ' s g o i n g t o 
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be h a r d t o hear y o u . 

A. Okay. 

Q. At t h e a l l o w a b l e h e a r i n g t h e Commission 

h e l d back i n August o f 92, d i d you q u a l i f y as an 

e x p e r t w i t n e s s and p r o v i d e t e s t i m o n y on b e h a l f o f 

y o u r company c o n c e r n i n g a l l o w a b l e a d j u s t m e n t s i n 

c e r t a i n o f t h e p r o r a t e d gas p o o l s i n San Juan 

B a s i n , New Mexico? 

A. Yes, s i r , I d i d . 

Q. Have you c o n t i n u e d y o u r employment and 

y o u r s t u d y o f t h e p r o r a t e d p o o l s on b e h a l f o f 

y o u r company? 

A. Yes, s i r . 

Q. Do you have r e c o m m e n d a t i o n s t o t h e 

Commission c o n c e r n i n g a d j u s t m e n t s t o be made i n 

t h e p r e l i m i n a r y s c h e d u l e f o r t h e summer p r o r a t i o n 

p e r i o d t h a t i s under c o n s i d e r a t i o n t o d a y ? 

A. We do. 

MR. KELLAHIN: We t e n d e r Mr. C z i r r as 

an e x p e r t w i t n e s s . 

CHAIRMAN LEMAY: H i s q u a l i f i c a t i o n s a r e 

a c c e p t a b l e . 

Q. L e t me have me have you t u r n t o E x h i b i t 

No. 1, Mr. C z i r r . Would you i d e n t i f y and 

d e s c r i b e t h a t d i s p l a y f o r me? 
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A. Okay. T h i s i s a g r a p h . I showed a 

s i m i l a r one a t t h e l a s t h e a r i n g f o r t h e San Juan 

B a s i n - D a k o t a p o o l , a g r a p h o f m o n t h l y gas 

p r o d u c t i o n i n Bcf per month, and a l s o o v e r l a y i n g 

on t h a t gas p r i c e i n d o l l a r s p e r MMBTU. That gas 

p r i c e i s E l Paso N a t u r a l Gas p r i c e a t t h e B l a n c o 

hub . 

What t h e g r a p h i s i n t e n d e d t o show i s 

h i s t o r i c a l l y , o v e r t h e l a s t f o u r y e a r s , t h e 

s t r o n g c o r r e l a t i o n between gas p r i c e and gas 

p r o d u c t i o n o u t o f t h e p o o l . And, as Mr. F r a s e r 

w i t h M e r i d i a n has m e n t i o n e d , we have seen a 

change i n c h a r a c t e r i s t i c s o v e r t h e l a s t y e a r o r 

so, whereby d u r i n g t h e summer o f 92, we saw 

s i g n i f i c a n t l y h i g h e r gas p r i c e s t h a n what we had 

seen i n p r e v i o u s summers. And, c o n s e q u e n t l y , we 

saw s i g n i f i c a n t l y h i g h e r p r o d u c t i o n as w e l l . 

Q. I n y o u r o p i n i o n , w i l l i t be 

r e p r e s e n t a t i v e o f t h e market demand f o r t h e 

B a s i n - D a k o t a t o s e t a l l o w a b l e s based upon t h e 

p r e l i m i n a r y s c h e d u l e i n t r o d u c e d i n h e a r i n g 

w i t h o u t a d j u s t m e n t ? 

A. No, s i r . 

Q. What a d j u s t m e n t do you p r o p o s e t o make 

i n t h e B a s i n - D a k o t a p o o l ? 
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A. P h i l l i p s p r o p o s e s a 2.6 B c f p e r m o n t h 

a d j u s t m e n t t o t h e OCD m a i l i n g . 

Q. L e t ' s t u r n t o page 2, o r E x h i b i t 2. 

B e f o r e we t a l k a b o u t how t o r e a d t h e s p r e a d 

s h e e t , l e t ' s s t a r t w i t h t h e c o n c l u s i o n . A f t e r 

a n a l y z i n g t h e i n f o r m a t i o n a n d c o m p i l i n g i t on 

y o u r s p r e a d s h e e t , E x h i b i t No. 2, w h a t ' s t h e 

p o i n t y o u c o n c l u d e ? 

A. T h a t we n e e d s i g n i f i c a n t a d j u s t m e n t t o 

t h e p r o p o s e d a l l o w a b l e s as p r o p o s e d by t h e OCD, 

i n o r d e r t o o b t a i n an a l l o w a b l e on an i n d i v i d u a l 

g a s p r o r a t i o n u n i t b a s i s t h a t i s s u f f i c i e n t t o 

e n c o u r a g e c o n t i n u e d d e v e l o p m e n t . 

Q. Y o u ' r e l o o k i n g a t t h e o p p o r t u n i t y t o 

d e v e l o p i n f i l l w e l l s i n t h e B a s i n - D a k o t a ? 

A. Y es, s i r . 

0. And r i g h t now t h e p a r e n t w e l l t a k e s a 

c e r t a i n p o r t i o n o f t h e a l l o w a b l e ? 

A. Y e s, s i r . 

Q. Have y o u e x a m i n e d t o d e t e r m i n e w h e t h e r 

o r n o t , w i t h t h e p a r e n t w e l l t a k i n g i t s s h a r e o f 

t h e a l l o w a b l e f o r t h e GPU, t h e r e ' s a s u f f i c i e n t 

m a r g i n i n t h e a l l o w a b l e f o r t h e GPU t o j u s t i f y 

t h e i n f i l l w e l l ? 

A. T h e r e ' s n o t s u f f i c i e n t i n c r e m e n t a l 
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a l l o w a b l e t o j u s t i f y t h a t i n f i l l w e l l , u n l e s s you 

go w i t h t h e t y p e o f a d j u s t m e n t s t h a t we a r e 

recommending h e r e t o d a y , i n my o p i n i o n . 

Q. Take us t o E x h i b i t 2, and g i v e us an 

i l l u s t r a t i o n o f how you j u s t i f y t h a t c o n c l u s i o n . 

A. Okay. I guess j u s t t o s t a r t , b a s i c a l l y 

i n E x h i b i t 1 we were l o o k i n g a t t h e p o o l c a p a c i t y 

and we were t r y i n g t o t a l k a b o u t some a l l o w a b l e s 

t h a t a r e c o n s i s t e n t w i t h t h e o v e r a l l a b i l i t y o f 

t h e p o o l t o p r o d u c e and what i t has h i s t o r i c a l l y 

p r o d u c e d . 

I n t h i s e x h i b i t , we're a g a i n t r y i n g t o 

l o o k more a t what does t h e a l l o w a b l e mean t o an 

i n d i v i d u a l gas p r o r a t i o n u n i t i n t e r m s o f b e i n g 

a b l e t o j u s t i f y i n v e s t m e n t t o d e v e l o p t h a t GPU. 

As an example, what t h i s s p r e a d s h e e t 

does i s compares t h e n o n m a r g i n a l p o o l a l l o w a b l e 

t o t h e gas p r o r a t i o n u n i t a l l o w a b l e , f o r v a r i o u s 

s c e n a r i o s o f d e l i v e r a b i l i t y and v a r i o u s s c e n a r i o s 

o f n o n m a r g i n a l p o o l a l l o w a b l e . 

One of t h e m i d d l e columns i n t h e s p r e a d 

s h e e t a t t h e t o p says " A p r i l 92 t o September 92 

a c t u a l s . " T h i s r e p r e s e n t s t h e n o n m a r g i n a l p o o l 

a l l o w a b l e t h a t was a c t u a l l y i n c l u d e d i n t h e o r d e r 

f o r t h a t p e r i o d , o f j u s t o v e r 4 Bcf per month i n 
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t h e s u b s e q u e n t F1-F2 f a c t o r s . 

I f I p r o c e e d on down t h a t column t o t h e 

n e x t s e t o f numbers, I'm t r y i n g t o d e t e r m i n e what 

my a l l o w a b l e w o u l d be on a GPU b a s i s , i f t h a t GPU 

had a d e l i v e r a b i l i t y o f 425 Mcf a day. 

Q. L e t me s t o p you f o r a moment. 

A. Okay. 

Q. I f you go back t o M e r i d i a n ' s E x h i b i t 

No. 10 and l o o k a t page 2, t h a t i s t h e s p r e a d 

s h e e t o f f t h e Commission o r d e r , and i f y o u ' l l 

l o o k a t l i n e 6, t h a t ' s t h e n o n m a r g i n a l p o o l 

a l l o w a b l e , and t h a t ' s t h e number you've c a l l e d 

" a c t u a l " i n t h e second column o f y o u r s p r e a d 

s h e e t on E x h i b i t 2? 

A. Yes. 

Q. The n e x t column o v e r , where i t says OCD 

p r o p o s a l , t h a t ' s s i m p l y t h e n o n m a r g i n a l a l l o w a b l e 

f o r B a s i n - D a k o t a o f f t h e s p r e a d s h e e t t h a t was 

i n t r o d u c e d e a r l i e r h ere? 

A. Yes, s i r . 

Q. And t h e n when we l o o k a t P h i l l i p s ' 

p r o p o s a l , t h a t ' s t h e n o n m a r g i n a l p o o l a l l o w a b l e 

i f you f a c t o r i n 2.6 a d d i t i o n a l a d j u s t m e n t ? 

A. Yes, s i r . 

Q. Take us t h e r e and show us what t h a t 
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means, i n t e r m s o f a GPU a l l o w a b l e . 

A. For t h e P h i l l i p s ' p r o p o s e d a d j u s t m e n t ? 

Q. Yes, s i r . 

A. Okay. I f you go down t h e P h i l l i p s ' 

p r o p o s e d a d j u s t m e n t , w h i c h i s t h e f u r t h e s t r i g h t 

column on t h e s p r e a d s h e e t , y o u ' l l see a number 

c i r c l e d , 1.01. What t h a t i s s a y i n g i s , f o r a 650 

Mcf a day GPU d e l i v e r a b i l i t y w i t h t h e P h i l l i p s ' 

p r o p o s e d a d j u s t m e n t , y o u r a l l o w a b l e w o u l d i n d e e d 

be, e s s e n t i a l l y , t h a t 650 Mcf a day; such t h a t 

f o r a l l d e 1 i v e r a b i 1 i t i e s a t o r below 650 Mcf a 

day, you w o u l d be a b l e t o p r o d u c e a t y o u r 

d e l i v e r a b i l i t y . For d e 1 i v e r a b i 1 i t i e s i n excess 

of 650 Mcf a day, you w o u l d a g a i n be c u r t a i l i n g 

p r o d u c t i on. 

And t h e b a s i s f o r t h a t number i s , 

a g a i n , when we're l o o k i n g a t i n f i l l d r i l l i n cr, 

o f t e n t i m e s we have an e x i s t i n g p a r e n t w e l l t h a t ' s 

p r o d u c i n g 200, 250 Mcf a day o f gas. You know 

you need t o d r i l l an i n f i l l w e l l t o r e c o v e r t h e 

a d d i t i o n a l r e s e r v e s ; and y e t , i f you d o n ' t have a 

s u b s t a n t i a l l y h i g h a l l o w a b l e , t h e r e ' s n o t enough 

i n c r e m e n t a l a l l o w a b l e t o j u s t i f y t h a t d e v e l o p m e n t 

w e l l . 

Q. Show us how you g e t t h e 2.6 adjust:ment 
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i n t h i s p o o l i n o r d e r t o p r o v i d e you s u f f i c i e n t 

a l l o w a b l e i n c e n t i v e i n a 320 gas p r o r a t i o n u n i t 

t o j u s t i f y t h e i n f i l l w e l l . 

A. Okay. I f I have an e x i s t i n g p a r e n t 

w e l l a g a i n t h a t ' s p r o d u c i n g 200 Mcf a day, w i t h 

t h e P h i l l i p s ' p r o p o s e d a l l o w a b l e s , I w o u l d be 

g u a r a n t e e d a t l e a s t 400 t o 450 Mcf a day o f 

i n c r e m e n t a l a l l o w a b l e t o a i d me i n j u s t i f y i n g t h 

d r i l l i n g o f t h a t w e l l . 

Q. I f you f a c t o r i n an a d j u s t m e n t t h a t 

w i l l t a k e t h e GPU a l l o w a b l e t o 750 a day, where 

on t h e s p r e a d s h e e t do you show t h a t c a l c u l a t i o n 

A. W e l l , okay. I f t h e GPU d e l i v e r a b i l i t y 

was 750 Mcf a day, t h e n y o u r a c t u a l g r a n t e d 

a l l o w a b l e under o ur p r o p o s a l w o u l d be 94 p e r c e n t 

of t h a t . So you w o u l d be c u r t a i l i n g a t t h a t 

po i n t . 

I guess one o t h e r t h i n g I w o u l d l i k e t 

m e n t i o n , a g a i n we're i n t h e same p o s i t i o n as 

M e r i d i a n i n t h a t we're s e e i n g l e s s and l e s s 

s e a s o n a l v a r i a t i o n f r o m summer t o w i n t e r , i n 

t e r m s o f p r i c e and, t h e r e f o r e , volume. 

I w o u l d l i k e t o p o i n t o u t t h a t t h e 

P h i l l i p s ' p r o p o s e d a d j u s t m e n t , l o o k i n g a t i t on 

an i n d i v i d u a l GPU b a s i s , i s v e r y , v e r y s i m i l a r t 
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what has been g r a n t e d under t h e c u r r e n t p r o r a t i o n 

per i o d . 

The c u r r e n t p r o r a t i o n p e r i o d i s s e t up 

such t h a t we d o n ' t s t a r t a c t u a l l y c u r t a i l i n g 

u n t i l we a c h i e v e a GPU d e l i v e r a b i l i t y i n excess 

o f 625 Mcf a day, and t h a t ' s v e r y c l o s e t o what 

I'm a s k i n g f o r t o d a y . 

Q. L e t ' s t u r n t o E x h i b i t No. 3 and have 

you summarize what's c o n t a i n e d on t h a t e x h i b i t . 

A. Okay. T h i s i s s i m p l y a summary, as f a r 

as t h e B a s i n - D a k o t a p o o l goes. H i s t o r i c a l l y , 

P h i l l i p s has s o u g h t t o t a l p o o l a l l o w a b l e s f o r t h e 

B a s i n - D a k o t a i n a 10 t o 11 Bcf per month r a n g e . 

I know t h a t i n r e c e n t months we have exceeded 10 

Bcf p er month i n p r o d u c t i o n . 

We've s o u g h t t h e s e p o o l a l l o w a b l e s f o r 

two r e a s o n s : No. 1, we f e l t t h e y were r e f l e c t i v e 

o f t h e p o o l ' s a b i l i t y t o p r o d u c e ; and, No. 2, we 

f e l t t h a t l e v e l o f a l l o w a b l e was s u f f i c i e n t t o 

j u s t i f y i n v e s t m e n t on an i n d i v i d u a l gas p r o r a t i o n 

u n i t b a s i s . 

Q. Does P h i l l i p s f i n d t h a t t h e y have a 

market demand f o r t h e a d d i t i o n a l gas t h a t w o u l d 

be p r o d u c e d i f y o u r p r o p o s e d a d j u s t m e n t i s made 

i n t h i s poo 1? 
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A. Yes, s i r . 

Q. L e t ' s t u r n now t o E x h i b i t No. 4 and 

l o o k a t t h e Bl a n c o - M e s a v e r d e . 

A. T h i s i s a s i m i l a r p l o t t o what E x h i b i t 

1 was, e x c e p t we have t h e Blan c o - M e s a v e r d e gas 

p r o d u c t i o n and a g a i n gas p r i c e p l o t t e d v e r s u s 

t i me . 

A g a i n , we see a somewhat s i m i l a r 

r e l a t i o n s h i p o f gas p r i c e v e r s u s gas p r o d u c t i o n 

t h e r e . A g a i n , we see t h a t d u r i n g t h e summer 1992 

p r o r a t i o n p e r i o d , as gas p r i c e s i n c r e a s e d , so d i d 

gas p r o d u c t i o n . And, i n f a c t , i t exceeded 17 Bcf 

w h i c h , as M e r i d i a n had p o i n t e d o u t , was t h e 

h i g h e s t p r o d u c t i o n we had seen i n q u i t e some 

t i m e . 

Q. What's P h i l l i p s ' p r o p o s e d a d j u s t m e n t i n 

t h e B l anco-Mesaverde p o o l ? 

A. 2.7 Bcf per month a d j u s t m e n t . 

Q. Summarize f o r us why y o u ' r e s e e k i n g t o 

make t h a t l e v e l o f a d j u s t m e n t . 

A. I w o u l d l i k e t o go t o E x h i b i t No. 5. 

Q . Okay. 

A. And, w i t h o u t g o i n g t h r o u g h a l l t h e 

numbers i n E x h i b i t No. 5, t h e t o p p a r t o f t h e 

e x h i b i t i s a s p r e a d s h e e t s e t up v e r y s i m i l a r t o 

RODRIGUEZ REPORTING 
( 505) 988-1 772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

2 3 

2 4 

2 5 

7 2 

what t h e B a s i n - D a k o t a was. 

The p r o b l e m w i t h t h e Mesaverde, as we 

see i t , we w o u l d l i k e t o have c o n t i n u e d 

d e v e l o p m e n t o f t h e Mesaverde p r i n c i p a l l y t h r o u g h 

c o m p r e s s i o n p r o j e c t s t o l o w e r b a c k - p r e s s u r e on 

t h e w e l l s and i n c r e a s e b o t h p r o d u c t i o n r a t e and 

u l t i m a t e r e s e r v e s f r o m t h o s e w e l l s . 

Q. Does t h e a l l o w a b l e s c h e d u l e , as 

p r o d u c e d by Mr. Van Ryan, w i t h o u t an a d j u s t m e n t , 

p r o v i d e t h e n e c e s s a r y i n c e n t i v e f o r P h i l l i p s t o 

do t h e c o m p r e s s i o n work i t f e e l s i s r e q u i r e d t o 

i n c r e a s e t h e d e l i v e r a b i l i t y o f t h e 

Blanc o - M e s a v e r d e p o o l ? 

A. No, s i r , i t does n o t . 

Q. Show us an example o f how y o u r l e v e l o f 

a l l o w a b l e a d j u s t m e n t p r o v i d e s t h a t i n c e n t i v e . 

A. Okay. I f you wanted t o l o o k a t t h e 

column t i t l e d A p r i l 93 t o September 93, P h i l l i p s ' 

p r o p o s e d numbers, t h a t ' s t h e f a r r i g h t column 

t h a t has t h e 2.7 Bcf per month a d j u s t m e n t , b u i l t 

i n t o i t g i v i n g us a n o n m a r g i n a l p o o l a l l o w a b l e o f 

8.1 Bcf per month, as you c o n t i n u e down t h a t 

c olumn, when you g e t t o a GPU d e l i v e r a b i l i t y o f 

800 Mcf a day, t h e n a t t h a t p o i n t y o u r a l l o w a b l e 

i s e q u a l t o t h a t 800 Mcf a day d e l i v e r a b i l i t y . 
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F o r d e 1 i v e r a b i 1 i t i e s l e s s t h a n 8 0 0 , y o u h a v e no 

c u r t a i l m e n t . F o r d e 1 i v e r a b i 1 i t i e s i n e x c e s s o f 

80 0 , y o u s t a r t c u r t a i l i n g . 

One t h i n g I w o u l d l i k e t o p o i n t o u t 

w h i c h i s an i m p o r t a n t p a r t o f l o o k i n g a t 

c o m p r e s s i o n p r o j e c t s , a n d t h i s i s i l l u s t r a t e d on 

t h e b o t t o m o f t h i s e x h i b i t , t h e way y o u r a c t u a l 

d e l i v e r a b i l i t y i s c a l c u l a t e d i s a f u n c t i o n o f 

y o u r m e a s u r e d d e l i v e r a b i l i t y o u t i n t h e f i e l d , a 

f o r m u l a w h i c h c o m p a i r s how h a r d y o u ' r e d r a w i n g 

t h e w e l l down t o g e t t o t h a t m e a s u r e d 

d e l i v e r a b i l i t y , 

F o r M e s a v e r d e c o m p r e s s i o n p r o j e c t s , t h e 

t y p i c a l p r e s s u r e s t h a t y o u s e e , b o t h s h u t - i n 

p r e s s u r e s a n d f l o w i n g t u b i n g p r e s s u r e s on 

c o m p r e s s i o n , w h a t h a p p e n s i s , i f y o u go t h r o u g h 

t h e c a l c u l a t i o n , y o u r c a l c u l a t e d d e l i v e r a b i l i t y 

w i l l e n d up o n l y b e i n g a p p r o x i m a t e l y 65 t o 70 

p e r c e n t o f w h a t y o u r a c t u a l m e a s u r e d 

d e l i v e r a b i l i t y i s o u t i n t h e f i e l d . 

So, i f I ' v e g o t a M e s a v e r d e w e l l on 

c o m p r e s s i o n a n d i t h a s a p h y s i c a l d e l i v e r a b i l i t y 

o f 600 Mcf a d a y , t h e c a l c u l a t e d d e l i v e r a b i l i t y 

w i l l o n l y t u r n o u t t o be 400 Mcf a d a y . 

Q. How d o e s t h a t a f f e c t y o u , i n t e r m s o f 
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t h e a l l o w a b l e ? 

A. S i n c e i n t h e Mesaverde p o o l , t h e v a s t 

m a j o r i t y o f y o u r a l l o w a b l e i s d r i v e n by y o u r 

d e l i v e r a b i l i t y , t h e method f o r c a l c u l a t i n g 

d e l i v e r a b i l i t y i t s e l f becomes a p r o r a t i o n o r a 

c u r t a i l m e n t t o o l . 

Q . 60 p e r c e n t o f t h e f o r m u l a i s 

d e l i v e r a b i l i t y ? 

A . 75 . 

Q. 75 p e r c e n t i n t h i s p o o l ? 

A. Yeah. So, what I was t r y i n g t o a c h i e v e 

w i t h o ur p r o p o s a l h e r e i s an a d j u s t m e n t such t h a t 

we s t i l l have a system f o r p r o r a t i o n and 

c u r t a i l m e n t , b u t d o n ' t n e c e s s a r i l y t a k e a d o u b l e 

h i t where we're g e t t i n g a d r a m a t i c a l l y r e d u c e d 

c a l c u l a t e d d e l i v e r a b i l i t y and t h e n , on t o p o f 

t h a t , g e t t i n g p r o r a t e d and c u r t a i l e d because o f 

t h e l a c k o f a d j u s t m e n t i n t h e a l l o w a b l e f i g u r e s . 

Q. W i t h o u t r u n n i n g t h r o u g h t h e d e t a i l s o f 

t h e e n g i n e e r i n g c a l c u l a t i o n s , w hat, i n summary, 

i s y o u r c o n c l u s i o n a b o u t t h e n e c e s s a r y a d j u s t m e n t 

i n t h i s p o o l i n o r d e r t o p r o v i d e i n c e n t i v e t o add 

c o m p r e s s i o n t o t h e GPU? 

A. My o p i n i o n i s t h a t t h e P h i l l i p s ' 

p r o p o s e d a d j u s t m e n t , 2.7 B c f , s h o u l d r e a l l y be 
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c o n s i d e r e d a minimum. I know M e r i d i a n t e s t i f i e d 

t h e y a r e r e q u e s t i n g a 3 Bcf i n c r e a s e . I have no 

p r o b l e m w i t h t h a t a t a l l and can s u p p o r t t h a t . 

We need t h o s e t y p e s o f a d j u s t m e n t s t o make i t 

f e a s i b l e . 

I n a d d i t i o n t o t h a t , i t ' s r e a l l y 

o u t s i d e t h e scope o f t h i s h e a r i n g , b u t i t ' s 

p r o b a b l y a s i t u a t i o n where we m i g h t want t o l o o k 

a t e s t a b l i s h i n g minimum a l l o w a b l e s f o r a p o o l i n 

t h i s t y p e o f s i t u a t i o n . 

Q • A l l r i g h t . L e t ' s t u r n t o E x h i b i t 6. 

You h a ve w r i t t e n down y o u r summary c o n c l u s i o n s 

you ' V e j u s t v e r b a l i z e d ? 

A • Yes. B a s i c a l l y , a g a i n , w i t h t h e 

Ph i 1 1 i p s ' p r o p o s e d a d j u s t m e n t , t h a t w o u l d b r i n g a 

t o t a 1 poo 1 a l l o w a b l e t o 17 Bcf per month. We 

have > i n f a c t , exceeded t h a t i n r e c e n t months. 

We a l s o f e e l t h a t r e s e r v o i r - r e 1 a t e d 

c o r r e l a t i ve r i g h t s a r e n o t r e a l l y i n i s s u e h e r e . 

C o n c e r n i n g c o m p r e s s i o n p r o j e c t s , 

P h i 1 1 i p s i s e v a l u a t i n g a 1 2 0 - w e l l Mesaverde 

comp r e s s i on p r o j e c t i n our San Juan 29-5 and 29-6 

u n i t s I t i s s t i l l i n t h e e v a l u a t i o n s t a g e and 

r e a l l y i n t h e n e g o t i a t i o n s t a g e w i t h t h e gas 

g a t h e r e r s , b u t o b v i o u s l y our a b i l i t y t o have 
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s u f f i c i e n t a l l o w a b l e t o make i t an e c o n o m i c a l 

p r o j e c t , w i l l have tremendous b e a r i n g on w h e t h e r 

we p r o c e e d w i t h t h e p r o j e c t i t s e l f . 

MR. KELLAHIN: That c o n c l u d e s my 

e x a m i n a t i o n o f Mr. C z i r r . We move t h e 

i n t r o d u c t i o n o f h i s E x h i b i t s 1 t h r o u g h 6. 

CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n , 

E x h i b i t s 1 t h r o u g h 6 w i l l be a d m i t t e d i n t o t h e 

r e c o r d . 

Q u e s t i o n s o f Mr. C z i r r ? Commissioner 

C a r l s o n ? 

EXAMINATION 

BY COMMISSIONER CARLSON: 

Q. I s y o u r i n f i l l d r i l l i n g p r o g r a m i n t h e 

B a s i n - D a k o t a o n g o i n g , o r a r e t h e y d r i l l e d arid 

w a i t i n g t o be pro d u c e d ? 

A. Not a t t h e p r e s e n t t i m e . Our s i t u a t i o n 

i s , we d r i l l e d t h r e e i n f i l l w e l l s i n t h e 

B a s i n - D a k o t a a t t h e v e r y end o f 1991 and t h e y 

a c t u a l l y came on l i n e , I t h i n k , i n J a n u a r y c: f 

92 . 

We have a number o f o t h e r w e l l s , 

p o t e n t i a l w e l l l o c a t i o n s i n t h a t same u n i t f o r 

i n f i l l d r i l l i n g , At t h i s t i m e we a r e i n a b i t of 

a p i n c h . The p a r e n t w e l l s i n t h e b l o c k s t h a t we 
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i n f i l l - d r i l l e d , t h e p a r e n t w e l l s a l r e a d y had some 

s i g n i f i c a n t o v e r p r o d u c t i o n a g a i n s t them, and, 

when we d r i l l e d t h e i n f i l l w e l l s because o f t h e 

lo w e r a l l o w a b l e s t h a t we had, we r a p i d l y a c c r u e d 

a tremendous amount o f o v e r p r o d u c t i o n , and we're 

now b o r d e r i n g on t h e 1 2 - t i m e s - o v e r p r o d u c e d l i m i t , 

you know, a p p r o x i m a t e l y a y e a r , y e a r and a h a l f 

a f t e r we s t a r t e d p r o d u c t i o n . 

We have, l i k e I say, a number o f e t h e r 

i n f i l l d r i l l i n g c a n d i d a t e s t h a t we've a c t u a l l y 

r e q u e s t e d f u n d s t o d r i l l . A g a i n , we s t i l l have 

some w o r r y a b o u t t h e a l l o w a b l e s . 

Q. How many p r o r a t i o n a r e a s w i l l you 

have? For t h e B a s i n - D a k o t a , i f we were t o g i v e 

you t h e a l l o w a b l e and you say t h e b r e a k - e v e n i s 

650, how many w o u l d you have above t h a t 6507 

A. Where t h e a c t u a l d e l i v e r a b i l i t y i s 

h i g h e r t h a n 650? 

Q. R i g h t . 

A. Two o f t h e t h r e e i n f i l l w e l l s t h a t we 

d r i l l e d , a g a i n a t t h e end o f 9 1 , t h e i n f i l l w e l l s 

t h e m s e l v e s , w i t h o u t even c o n s i d e r i n g t h e p a r e n t 

w e l l s , t h e i n f i l l w e l l s t h e m s e l v e s came on l i n e 

a t 1.2 m i l l i o n a day t o 1.5 m i l l i o n a day. 

They' r e b o t h p r o d u c i n g a t ab o u t 700 Mcf a d e y 
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c u r r e n t l y . 

Each o f t h e p a r e n t w e l l s i n t h o s e 

r e s p e c t i v e GPUs p r o d u c e a b o u t 300 Mcf a day, so 

i t ' s f a i r t o say t h a t our d e l i v e r a b i l i t y i n t h o s e 

GPUs i s i n t h e o n e - m i 1 1 i o n - a - d a y r a n g e . So we're 

c e r t a i n l y n o t a s k i n g t o n o t be p r o r a t e d . 

Q. And I have t h e same q u e s t i o n on y o u r 

E x h i b i t 5 f o r t h e Blanco-Mesaverde p o o l . How 

many do you have above t h e 800? 

A. C u r r e n t l y none. We c u r r e n t l y have no 

w e l l s on c o m p r e s s i o n so, i n f a c t , t h e v a s t 

m a j o r i t y o f our w e l l s a r e , i n d e e d , d e c l a r e d 

m a r g i n a l w e l l s . We a n t i c i p a t e t h a t p r o d u c t i o n 

w i l l a t l e a s t d o u b l e i f we were t o p u t t h e s e 

w e l l s on c o m p r e s s i o n , so t h i s t h r o w s us i n t o t h e 

n o n m a r g i n a l c l a s s , and t h i s i s where we g e t i n t o 

t r o u b l e where we k i n d o f g e t d o u b l e c u r t a i l e d , 

once on t h e d e l i v e r a b i l i t y c a l c u l a t i o n and once 

on t h e n o n m a r g i n a l p o o l a l l o w a b l e i t s e l f . 

Q. Are you s a y i n g t h i s h i g h e r a l l o w a b l e i s 

needed t o do t h e c o m p r e s s i o n p r o j e c t o r a r e you 

g o i n g t o do t h i s w i t h or w i t h o u t ? Would i t make 

t h e economics b e t t e r f o r d o i n g — 

A. W i t h o u t t h e c o m p r e s s i o n p r o j e c t — excuse 

me, w i t h o u t a h i g h a d j u s t m e n t , i t ' s g o i n g t o make 
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i t v e r y d i f f i c u l t t o e c o n o m i c a l l y j u s t i f y t h e 

p r o j e c t . The n a t u r e — I c a n ' t r e a l l y t a l k t o o 

much ab o u t our n e g o t i a t i o n s , b u t t h e n a t u r e o f 

t h e agreement t h a t we're w o r k i n g t o w a r d s i s t h a t 

we have t o p r o v i d e some volume commitments i n 

o r d e r t o g e t t h e c o m p r e s s i o n . I t w i l l make i t 

v e r y h a r d t o meet t h o s e volume commitments i f 

we're b e i n g d r a s t i c a l l y c u r t a i l e d . 

COMMISSIONER CARLSON: T h a t ' s a l l I 

have . 

CHAIRMAN LEMAY: Commissioner Weiss? 

COMMISSIONER WEISS: I have one 

que s t i o n . 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. On y o u r B a s i n - D a k o t a i n f i l l w e l l s , what 

has been t h e n e t e f f e c t on o f f s e t o p e r a t o r s ' 

r e s e r v e s ? 

A. W e l l , P h i l l i p s P e t r o l e u m Company 

o p e r a t e s v e r y few d r i l l i n g b l o c k s on a l e a s e 

b a s i s . We o p e r a t e s i x f e d e r a l u n i t s . For 

example, t h e i n f i l l w e l l s t h a t we d r i l l e d i n t h e 

B a s i n - D a k o t a , t h e y were i n t h e 31-6 u n i t , w h i c h 

were a t l e a s t two m i l e s away f r o m t h e u n i t 

b o u n d a r y . We're r e a l l y n o t a f f e c t i n g anybody o u t 
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o f our own scope o f o p e r a t i o n s , and a l l t h e w e l l s 

w i t h i n t h a t u n i t b o u n d a r y a r e , e s s e n t i a l l y , t h e 

same o w n e r s h i p . 

Q. Was t h a t r e f l e c t e d i n y o u r e x h i b i t s ? 

A. No, s i r . 

COMMISSIONER WEISS: Thank y o u . That 

was t h e o n l y q u e s t i o n I had. 

CHAIRMAN LEMAY: J u s t one q u e s t i o n . 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. Your E l Paso p r i c e , a r e you s e l l i n g t h e 

gas t o E l Paso? 

A. No, t h a t ' s j u s t a p o s t e d p r i c e . We're 

s e l l i n g t o a whole v a r i e t y o f p e o p l e , and I'm n o t 

r e a l l y e v e r i n v o l v e d i n t h a t . T h i s i s j u s t a 

p o s t e d p r i c e t h a t you can use as a y a r d s t i c k t o 

d e t e r m i n e what t h e g e n e r a l c o n d i t i o n o f t h e 

mar k e t i s i n any one month. 

Q. I d i d n ' t know t h e r e was such a t h i n g as 

an E l Paso p o s t e d p r i c e . 

A. W e l l , i t ' s t h e p o s t e d p r i c e g o i n g t o 

i n t o t h e E l Paso sys t e m a t t h e B l a n c o hub. 

Q. The p o s t e d p r i c e i s t h e v a l u e o f t h e 

gas, n o t n e c e s s a r i l y t r a n s m i s s i o n c o s t ? 

A. R i g h t . Gas p r i c e . 
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Q. T h a t ' s one I have t o l o o k a t . 

A. Yeah. I t ' s j u s t a common d e l i v e r y 

p o i n t . 

COMMISSIONER CARLSON: But t h a t ' s as 

p u b l i s h e d by E l Paso, or FERC, or Gas D a i l y . 

THE WITNESS: I t ' s p r o b a b l y Gas D a i l y . 

COMMISSIONER CARLSON: Okay. Thank 

you. T h a t ' s what I was t r y i n g t o g e t a t . I 

d i d n ' t know E l Paso was t h e a u t h o r o f a p r i c e a t 

t h e i r B l a n c o hub. 

THE WITNESS: No, i t was p r o b a b l y Gas 

Da i _ l y . 

CHAIRMAN LEMAY: Okay. A d d i t i o n a l 

q u e s t i o n s o f t h e w i t n e s s ? I f n o t , he may be 

ex c u s e d . 

L e t ' s t a k e a 1 5 - m i n u t e b r e a k and t h e n 

we'11 come back. 

[A r e c e s s was t a k e n . ] 

CHAIRMAN LEMAY: We s h a l l c o n t i n u e . 

Mr. K e l l a h i n , does t h a t c o m p l e t e y o u r t e s t i m o n y ? 

MR. KELLAHIN: Yes, s i r . 

CHAIRMAN LEMAY: Thank you. Mr. C a r r . 

MR. CARR: May i t p l e a s e t h e 

Commission, a t t h i s t i m e w e ' l l c a l l B i l l Hawkins 

t o p r e s e n t t e s t i m o n y f o r Amoco P r o d u c t i o n 
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Company. 

J . W. " B I L L " HAWKINS 

H a v i n g b e e n f i r s t d u l y s w o r n u p o n h i s o a t h , was 

e x a m i n e d a n d t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

Q. W i l l y o u s t a t e y o u r name f o r t h e 

r e c o r d , p l e a s e . 

A. James W i l l i a m B i l l H a w k i n s . 

Q. Where do y o u r e s i d e ? 

A. I n D e n v e r , C o l o r a d o . 

Q. By whom a r e y o u e m p l o y e d a n d i n w h a t 

c a p a c i t y ? 

A. Amoco P r o d u c t i o n Company, s e n i o r 

p e t r o l e u m e n g i n e e r i n g a s s o c i a t e , r e s p o n s i b l e f o r 

r e g u l a t o r y a f f a i r s i n t h e S o u t h e r n R o c k i e s 

Bus i n e s s U n i t . 

Q. Mr. H a w k i n s , h a v e y o u p r e v i o u s l y 

t e s t i f i e d b e f o r e t h e New M e x i c o O i l C o n s e r v a t i o n 

Comm i s s i on? 

A. Y e s , I h a v e . 

Q. A t t h e t i m e o f t h a t p r i o r t e s t i m o n y , 

w e r e y o u r c r e d e n t i a l s as a p e t r o l e u m e n g i n e e r 

a c c e p t e d a n d made a m a t t e r o f r e c o r d ? 

A. Y e s , t h e y w e r e . 
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Q. I n f a c t , you have t e s t i f i e d f o r Amoco 

i n p r e v i o u s a l l o w a b l e h e a r i n g s , have you n o t ? 

A. T h a t ' s c o r r e c t . 

Q. You a r e f a m i l i a r w i t h how a l l o w a b l e s 

a r e s e t f o r t h e p r o r a t e d p o o l s i n N o r t h w e s t e r n 

New Mexico? 

A. Yes, l a m . 

Q. Have you r e v i e w e d t h e p r e l i m i n a r y 

a l l o w a b l e s p r o p o s e d by t h e O i l C o n s e r v a t i o n 

D i v i s i o n f o r t h e p e r i o d r u n n i n g f r o m A p r i l 1993 

t h r o u g h September o f t h i s y e a r ? 

A. Yes, I have. 

Q. Are you p r e p a r e d t o make 

rec o m m e n d a t i o n s t o t h e Commission c o n c e r n i n g 

a d j u s t m e n t s t o t h e s e p r e l i m i n a r y a l l o w a b l e 

f i gu r e s ? 

A. Yes . 

MR. CARR: Are t h e w i t n e s s ' 

q u a l i f i c a t i o n s a c c e p t a b l e . 

CHAIRMAN LEMAY: Th e y ' r e a c c e p t a b l e . 

Q. Mr. Hawkins, w i l l you r e f e r t o what has 

been marked f o r i d e n t i f i c a t i o n as Amoco E x h i b i t 

No. 1 and r e v i e w t h i s e x h i b i t f o r t h e Commission? 

A. Yes. We p r e p a r e d one e x h i b i t f o r t h e 

h e a r i n g t o d a y , and t h i s e x h i b i t i s j u s t a 

RODRIGUEZ REPORTING 
{ 505 ) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

2 3 

24 

25 

84 

t a b u l a t i o n o f recommended a l l o w a b l e f o r each o f 

t h e f o u r p o o l s i n t h e n o r t h w e s t e r n p o r t i o n o f t h e 

s t a t e . 

The f i r s t l i n e t h a t w e ' l l l o o k a t shows 

t h e names o f each o f t h e f o u r p o o l s , and r i g h t 

b elow t h a t i s t h e NMOCD p r e l i m i n a r y e s t i m a t e . 

T h i s i s t h e e s t i m a t e t h a t was p u b l i s h e d i n our 

N o t i c e o f H e a r i n g as t h e p r o d u c t i o n f r o m t h e 

e q u i v a l e n t p e r i o d i n 1992. That i s t h e i r 

p r e l i m i n a r y e s t i m a t e f o r t h e A p r i l t h r o u g h 

September 93 p e r i o d . 

I w o u l d l i k e t o c a l l y o u r a t t e n t i o n , 

say, f o r i n s t a n c e , t o t h e B a s i n - D a k o t a p o o l . The 

NMOCD p r e l i m i n a r y e s t i m a t e was s e t a t abo u t 8.2 

Bcf p er month. 

Q. Do you b e l i e v e t h i s a c c u r a t e l y r e f l e c t s 

t h e s u s t a i n e d p r o d u c i n g r a t e f o r each o f t h e s e 

p o o l s , t h e f i g u r e s i n t h i s column? 

A. No, I do n o t . I t h i n k what our 

recommended a l l o w a b l e i s , i f you t a k e t h e 

Amoco-recommended a d j u s t m e n t s and come up w i t h 

t h e b o t t o m l i n e , t h e m o n t h l y p o o l a l l o w a b l e , you 

t h e n w o u l d come up w i t h an e s t i m a t e t h a t ' s much 

c l o s e r t o t h e c u r r e n t p r o d u c t i o n f r o m t h e p o o l s , 

and what we w o u l d recommend a r e what we b e l i e v e 
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t o be a s u s t a i n a b l e p r o d u c t i o n o v e r t h e n e x t 

s i x - m o n t h p e r i o d . 

Q. Go t o t h e column marked Amoco 

recommended a d j u s t m e n t and e x p l a i n how you 

d e r i v e d t h o s e r e c o m m e n d a t i o n s . 

A. We r e v i e w e d t h e p o o l p r o d u c t i o n f r o m 

t h e most r e c e n t m o n t h l y s t a t i s t i c a l books 

p u b l i s h e d by t h e NMOCD. At t h e t i m e , t h e O c t o b e r 

month was t h e l a t e s t t h a t we had, and so we chose 

an a d j u s t m e n t t h a t w o u l d p u t us i n l i n e w i t h t h e 

Oc t o b e r p r o d u c t i o n . 

As i t t u r n s o u t , t h a t O c t o b e r 

p r o d u c t i o n i s v e r y c l o s e t o t h e s i x - m o n t h 

a v e r a g e s t h a t we're l o o k i n g a t and t h a t have been 

t e s t i f i e d t o by t h e o t h e r p a r t i e s . 

Q. The b o t t o m l i n e shows when you make t h e 

a d j u s t m e n t what Amoco recommends t h e m o n t h l y p o o l 

a l l o w a b l e t o be? 

A. T h a t ' s c o r r e c t . 

Q. Do you have an o p i n i o n as t o w h e t h e r or 

n o t t h e o p e r a t o r s i n t h e s e p o o l s c o u l d s e l l t h e 

p r o d u c t i o n t h a t you have i n d i c a t e d i n t h a t column 

f o r each o f t h e p o o l s ? 

A. Yes, I do. S i n c e t h i s i s t h e e s t i m a t e 

of c u r r e n t p r o d u c t i o n f r o m t h e p o o l and a l l o f 
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us, you know, have t h e market r i g h t now t o s e l l 

t h a t gas, we b e l i e v e t h a t t h a t m a r k e t w i l l be 

s u s t a i n e d t h r o u g h t h e n e x t s i x - m o n t h p e r i o d , and 

we w i l l be a b l e t o m a r k e t a l l o f t h e gas shown on 

our e s t i m a t e o f m o n t h l y p o o l a l l o w a b l e . 

Q. You were p r e s e n t f o r t h e p r e s e n t a t i o n 

made t h i s m o r n i n g by M e r i d i a n , were you n o t ? 

A. Yes, I was. 

Q. How do t h e f i g u r e s i n t h e m o n t h l y p o o l 

a l l o w a b l e column compare t o t h e a v e r a g e or 

e s t i m a t e d p r o d u c t i o n r a t e s f o r t h e l a s t s i x 

months t h a t were p r e s e n t e d by M e r i d i a n ? 

A. T h e y ' r e v e r y c l o s e . For i n s t a n c e , i n 

M e r i d i a n ' s E x h i b i t No. 3, t h e y show, f o r t h e 

s i x - m o n t h p e r i o d f r o m , i t a p p e a r s t o be, A u g u s t , 

r o u g h l y , 92 t h r o u g h J a n u a r y o f 93, an av e r a g e o f 

9.8 Bcf p e r month f o r t h e B a s i n - D a k o t a p o o l , and 

our e s t i m a t e o f m o n t h l y p o o l a l l o w a b l e i s about 

9.7 Bcf per month, so we're v e r y c l o s e t h e r e . 

On M e r i d i a n ' s E x h i b i t No. 4 f o r t h e 

Blanco-Mesaverde p o o l , t h e y show an a v e r a g e 

p r o d u c t i o n o f 17.2 Bcf p e r month f o r t h e l a s t s i x 

months. W i t h our recommended a d j u s t m e n t , we'd 

s e t t h e p o o l a t about 17.2 Bcf p e r month. 

I t h i n k on t h e i r E x h i b i t No. 7, t h e y 
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show an a v e r a g e p r o d u c t i o n f o r t h e B l a n c o P.C. 

S o u t h a t a b o u t 1.4 B c f p e r m o n t h f o r t h e l a s t s i x 

m o n t h s , a n d w e ' r e r e c o m m e n d i n g an a d j u s t m e n t t h a t 

w o u l d s e t t h e p o o l a l l o w a b l e a t a b o u t 1.4 B c f p e r 

m o n t h . 

So, we f e e l l i k e t h e s e e s t i m a t e s t h a t 

we've made a r e v e r y s i m i l a r t o t h e i n f o r m a t i o n 

t h a t M e r i d i a n has l o o k e d a t , a n d a l t h o u g h 

s l i g h t l y d i f f e r e n t f r o m t h e i r r e c o m m e n d a t i o n , 

i t ' s v e r y much i n l i n e w i t h t h e c u r r e n t 

p r o d u c t i o n i n t h e p o o l . 

Q. I n y o u r o p i n i o n , i f t h e s e r e c o m m e n d e d 

a d j u s t m e n t s a r e a d o p t e d , w o u l d a n y d i s t u r b a n c e i n 

t h e o v e r , u n d e r p r o d u c e d s t a t u s o f w e l l s i n t h e 

p o o l be c r e a t e d ? 

A. No, I d o n ' t t h i n k s o . 

Q. Do y o u recommend t o t h e O i l 

C o n s e r v a t i o n C o m m i s s i o n t h a t t h e a d j u s t m e n t s 

i n d i c a t e d on Amoco E x h i b i t No. 1 , i n f a c t , be 

a d o p t e d ? 

A. Yes. 

Q. Do y o u h a v e a n y t h i n g f u r t h e r t o a d d t o 

y o u r t e s t i m o n y ? 

A. No, I d o n ' t . 

Q. D i d y o u p r e p a r e E x h i b i t No. 1? 
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A. Yes, I d i d . 

MR. CARR: At t h i s t i m e , we w o u l d o f f e r 

E x h i b i t No. 1. 

CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n . 

E x h i b i t No. 1 w i l l be a d m i t t e d i n t o t h e r e c o r d . 

MR. CARR: That c o n c l u d e s my 

e x a m i n a t i o n o f Mr. Hawkins. 

CHAIRMAN LEMAY: Q u e s t i o n s o f Mr. 

Hawkins? Mr. K e l l a h i n ? 

CHAIRMAN LEMAY: 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Hawkins, on t h e Bl a n c o - M e s a v e r d e , 

t h e h i g h e s t l e v e l o f a d j u s t m e n t t h u s f a r p r o p o s e d 

i s M e r i d i a n ' s a d j u s t m e n t o f 3 B c f . Would Amoco 

have any o b j e c t i o n i f t h e Commission a d o p t e d a 3 

Bcf a d j u s t m e n t f o r t h e Blanco-Mesaverde? 

A. No, we w o u l d n o t . I t ' s v e r y s i m i l a r t o 

what we're recommending. 

Q. When you l o o k a t t h e B a s i n - D a k o t a , t h e 

h i g h e s t a d j u s t m e n t recommended t h u s f a r i s 

P h i l l i p s ' a d j u s t m e n t o f 2.6 B c f . Would Amoco 

have any o b j e c t i o n i f t h e Commission a d o p t e d 

P h i l l i p s ' p r o p o s e d a d j u s t m e n t o f 2.6 Bcf f o r t h e 

B a s i n - D a k o t a ? 
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A. W e l l , I t h i n k t h a t i s q u i t e a b i t 

h i g h e r a d j u s t m e n t t h a n w h a t w e ' r e r e c o m m e n d i n g . 

I t h i n k i t ' s d i f f i c u l t a t t h i s p o i n t t o f o r e s e e 

t h a t w e ' r e g o i n g t o h a v e t h a t much i n c r e a s e d 

p r o d u c t i o n o u t o f t h e p o o l o v e r t h e n e x t s i x 

m o n t h s , b u t I t h i n k p r o b a b l y a number c l o s e r t o , 

s a y , M e r i d i a n ' s , w o u l d be more i n l i n e w i t h o u r 

r e c o m m e n d a t i o n . 

MR. KELLAHIN: T h a n k y o u . 

CHAIRMAN LEMAY: A d d i t i o n a l q u e s t i o n s 

o f t h e w i t n e s s ? 

COMMISSIONER WEISS: I h a v e no 

q u e s t i o n s . 

CHAIRMAN LEMAY: T h a n k y o u , Mr. 

H a w k i n s . You may be e x c u s e d . 

A n y t h i n g e l s e i n t h e N o r t h w e s t ? Do we 

h a v e a n y — 

MR. CARR: May i t p l e a s e t h e 

C o m m i s s i o n , I t h i n k t h e r e ' s a r e p r e s e n t a t i v e f r o m 

U n i o n O i l h e r e t h a t w o u l d l i k e t o make a 

s t a t e m e n t a t t h i s t i m e , b e f o r e we go on t o t h e 

S o u t h e a s t , 

CHAIRMAN LEMAY: Yes, we w o u l d l i k e t o 

f i n i s h up w i t h t h e N o r t h w e s t , a n d a t t h i s t i m e we 

w o u l d be h a p p y t o a c c e p t t h e s t a t e m e n t f r o m U n i o n 
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O i l . 

MR. VAN HORN: Thank you. My name i s 

C r a i g Van Horn and I'm a f i e l d s u p e r i n t e n d e n t 

w i t h U n o c a l i n F a r m i n g t o n , New Me x i c o . 

U n o c a l ' s p o s i t i o n i s t h a t we s u p p o r t 

t h e t e s t i m o n y and re c o m m e n d a t i o n o f P h i l l i p s f o r 

a 2.6 Bcf a d m i n i s t r a t i v e a d j u s t m e n t i n t h e 

B a s i n - D a k o t a . U n o c a l , l i k e o t h e r s , i s c u r r e n t l y 

i n v o l v e d i n an i n f i l l d r i l l i n g p r o g r a m i n t h e 

Dakota. T h i s p r o g r a m i s t o r e c o v e r r e s e r v e s t h a t 

w o u l d o t h e r w i s e n o t be p r o d u c e d w i t h o u t t h e s e new 

we l i s . 

E x c e s s i v e c u r t a i l m e n t o f t h e s e w e l l s 

make t h e economics o f t h i s p r o g r a m , and i n f i l l 

d r i l l i n g p rograms l i k e t h i s , u n f a v o r a b l e , 

t h e r e f o r e l e a v i n g u n r e c o v e r e d r e s e r v e s i n t h e 

g r o u n d . 

A 2.6 Bcf a d j u s t m e n t a l l o w s U n o c a l t o 

p r o d u c e and market 99 p e r c e n t o f our p r o d u c t i o n 

c a p a b i l i t y f r o m t h e n o n m a r g i n a l p r o r a t i o n u n i t s 

i n t h e B a s i n - D a k o t a . At a v e r y minimum, Unocal 

w o u l d l i k e t o see a 2 Bcf a d j u s t m e n t t o m a i n t a i n 

a l l o w a b l e s a t t h e c u r r e n t p r o d u c t i o n r a t e s f r o m 

t h e poo 1 . 

At t h e 2 Bcf a d j u s t m e n t , we can p r o d u c e 
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97 p e r c e n t o f our n o n m a r g i n a l c a p a b i l i t y , 

r e p r e s e n t i n g a l o s s o f t h r e e p e r c e n t o f our 

d e l i v e r a b l e gas. T h i s t h r e e p e r c e n t f o r Unocal 

e q u a t e s t o a l m o s t 330 m i l l i o n c u b i c f e e t o v e r t h e 

n e x t two y e a r s . 

U n o cal a l s o s u p p o r t s M e r i d i a n ' s 

t e s t i m o n y on t h e Mesaverde and So u t h B l a n c o P.C. 

i n t h e i r r e q u e s t o f 3 Bcf and 150 m i l l i o n c u b i c 

f e e t a d j u s t m e n t s r e s p e c t i v e l y . T h i s m a i n t a i n s 

a l l o w a b l e s r o u g h l y e q u i v a l e n t t o t h e c u r r e n t 

p r o d u c t i o n r a t e s f r o m t h e s e w e l l s . 

U n o c a l , l i k e P h i l l i p s , i s a l s o 

c u r r e n t l y i n v o l v e d i n a p r o j e c t f o r c e n t r a l 

g a t h e r i n g and c o m p r e s s i o n i n t h e Mesaverde and 

South B l a n c o P.C. T h i s p r o j e c t w i l l a l s o r e s u l t 

i n t h e r e c o v e r y o f u n r e c o v e r a b l e r e s e r v e s . 

Economics f o r our p r o j e c t , l i k e 

P h i l l i p s s a i d , a r e v e r y dependent on t h e amount 

o f p r o r a t i o n i n g or t h e amount t h e w e l l s a r e 

c u r t a i l e d . 

I n summary, Unocal recommends a 2.6 Bcf 

per month a d m i n i s t r a t i v e a d j u s t m e n t i n t h e 

B a s i n - D a k o t a , 3 Bcf a month i n t h e Mesaverde, and 

150 m i l l i o n c u b i c f e e t i n t h e South B l a n c o P.C. 

Thank you. 
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CHAIRMAN LEMAY: Thank you.. Mr. Van-

Horn. A d d i t i o n a l s t a t e m e n t s t h a t p e r t a i n t o t h e 

N o r t h w e s t ? 

Okay, t h e n , w e ' l l move on t o t h e 

s o u t h e a s t . Maybe we can g e t a p o o l o r two i n 

be f o r e l u n c h . 

[ D i s c u s s i o n o f f t h e r e c o r d . ] 

CHAIRMAN LEMAY: We s h a l l resume. Mr. 

S t o v a l l ? 

MR. STOVALL: Mr. Chairman, we've 

c o n f e r r e d . There a r e a c t u a l l y , i n t h e S o u t h e a s t , 

t h e r e a r e o n l y t h r e e p o o l s i n w h i c h t e s t i m o n y i s 

g o i n g t o be p r e s e n t e d ; t h e B l i n e b r y , t h e I n d i a n 

B a s i n - U p p e r Penn, and t h e Tubb. 

I n c o n f e r r i n g w i t h c o u n s e l f o r t h e 

p a r t i e s , t h e y f e e l t h a t w e ' l l do t h e B l i n e b r y 

f i r s t . I t h i n k t h e r e ' s one p a r t y w i t h one 

w i t n e s s . W e ' l l do t h e Tubb n e x t , a g a i n one p a r t y 

w i t h one w i t n e s s , and we w i l l save t h e b e s t f o r 

l a s t and do t h e I n d i a n B a s i n - U p p e r Penn w i t h , I 

b e l i e v e , t h r e e p a r t i e s and s e v e r a l w i t n e s s e s . 

CHAIRMAN LEMAY: We m i g h t g e t two o f 

them b e f o r e l u n c h , and w e ' l l save t h e o t h e r ones 

u n t i l a f t e r l u n c h . 

W e ' l l s t a r t w i t h w h a t's been 
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c h a r a c t e r i z e d as one o f t h e easy ones, Mr. 

K e 1 l a h i n . 

MR. KELLAHIN: Thank y o u , Mr. 

Chairman. Mr. Chairman, I have passed o u t 

M a r a t h o n E x h i b i t s 1 t h r o u g h 6 f o r t h e B l i n e b r y 

gas p o o l . As E x h i b i t 7, j u s t t o keep some o r d e r 

t o i t , E x h i b i t 7 i s a t a b u l a t i o n , as we d i d i n 

N o r t h w e s t , o f t h e p r i o r s p r e a d s h e e t s , s t a r t i n g 

w i t h t h e A p r i l t h r o u g h September o f 91 Commission 

Order s e t t i n g a l l o w a b l e s i n S o u t h e a s t e r n New 

Me x i c o . I t goes t h r o u g h each o f t h e p r i o r 

s c h e d u l e s t h e Commission has a d o p t e d and i t ends 

w i t h t h e l a s t page b e i n g t h e p r o p o s e d s c h e d u l e as 

we have i t t o d a y , and t h a t i s h e r e . 

CRAIG KENT 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Ke n t , f o r t h e r e c o r d , w o u l d you 

p l e a s e s t a t e y o u r name and o c c u p a t i o n ? 

A. My name i s C r a i g K e n t , and I'm a 

r e s e r v o i r e n g i n e e r w i t h M a r a t h o n O i l Company i n 

M i d l a n d , Texas. 

Q. On p r i o r o c c a s i o n s have you t e s t i f i e d 
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as an e x p e r t w i t n e s s b e f o r e t h e O i l C o n s e r v a t i o n 

D i v i s i o n and Commission? 

A. Yes, I have. 

Q. And p u r s u a n t t o y o u r employment, have 

you, as an employee o f M a r a t h o n , made a s t u d y o f 

Ma r a t h o n ' s p o s i t i o n c o n c e r n i n g p r o p o s e d 

a l l o w a b l e s i n t h e B l i n e b r y gas p o o l ? 

A. Yes, I have. 

Q. Based upon t h a t s t u d y , do you have 

r e c o m m e n d a t i o n s t o t h e Commission? 

A. Yes, I do. 

MR. KELLAHIN: We t e n d e r Mr. Kent as an 

e x p e r t w i t n e s s . 

CHAIRMAN LEMAY: H i s q u a l i f i c a t i o n s a r e 

a c c e p t a b l e . 

Q. Mr. Ke n t , b e f o r e we t a l k a b o u t t h e 

e x h i b i t s and t h e d i s p l a y s , g i v e us an i d e a o f 

what y o u r u l t i m a t e c o n c l u s i o n i s w i t h r e g a r d s t o 

an a d j u s t m e n t , i f any, t o t h e p r e l i m i n a r y 

s c h e d u l e p r e s e n t e d by Mr. Van Ryan e a r l i e r t h i s 

m o r n i n g c o n c e r n i n g t h e B l i n e b r y gas p o o l . 

A. M a r a t h o n i s s e e k i n g an a d j u s t m e n t w h i c h 

w o u l d b r i n g t h e F l f a c t o r f o r t h e B l i n e b r y gas 

p o o l t o a v a l u e o f 38,000 Mcf per month, w h i c h i s 

a c o n t i n u a t i o n o f t h e a l l o w a b l e t h a t ' s been s e t 
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f o r t h i s p o o l f o r t h e p r i o r t h r e e p e r i o d s . 

Q. L e t ' s t u r n now, s i r , t o E x h i b i t No. 1. 

Would you i d e n t i f y and d e s c r i b e t h a t f o r us? 

A. E x h i b i t No. 1 i s a p l o t o f gas 

p r o d u c t i o n f o r t h e B l i n e b r y gas p o o l . T h i s i s 

shown by t h e b l u e b a r s , a l o n g w i t h a r e d dashed 

l i n e , w h i c h r e p r e s e n t s t h e p o o l a l l o w a b l e f o r t h 

r e s p e c t i v e p r o r a t i o n p e r i o d s . 

Q. What does i t show you? 

A. I t shows me f i r s t t h a t t h e p r o d u c t i o n 

f r o m t h e p o o l , a t l e a s t t h r o u g h 92, d i d n o t see 

any t y p e o f s e a s o n a l c y c l e s , and a l s o t h a t t h e 

p o o l was c l o s e t o p r o d u c i n g t h e t o t a l p o o l 

a l l o w a b l e i n t h e summer o f 1992. 

Q. Have you examined o r do you have an 

o p i n i o n w i t h r e g a r d s t o t h o s e months i n w h i c h t h 

p r o d u c t i o n f a l l s b elow t h e a l l o w a b l e ? 

A. No, I don' t , 

Q. Okay. On a v e r a g e , t h o u g h , i t a p p e a r s 

t h a t t h e a l l o w a b l e has been p r o d u c e d by t h e p o o l 

A. I t was e i t h e r a t or s l i g h t l y b elow t h e 

a l l o w a b l e f o r t h e p e r i o d . 

Q. L e t ' s t u r n now t o E x h i b i t No. 2. 

I d e n t i f y and d e s c r i b e t h a t f o r us. 

A. E x h i b i t No. 2, e n t i t l e d " B l i n e b r y Gas 
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P o o l A l l o w a b l e s , " i s a summary o f t h e p r e l i m i n a r y 

c a l c u l a t i o n i s s u e d by t h e O i l C o n s e r v a t i o n 

D i v i s i o n , as w e l l as a c a l c u l a t i o n u s i n g 

M a r a t h o n ' s p r o p o s e d a d j u s t m e n t , 

Q. The F l f a c t o r , t h e n , i s i n t h e l a s t 

c olumn, l a s t l i n e o f t h e d i s p l a y , t h e 38,000? 

A. T h a t ' s c o r r e c t . 

0. And you come back t h r o u g h t h e 

c a l c u l a t i o n and t h e n f i n d t h e n e c e s s a r y 

a d j u s t m e n t up i n t h e a d j u s t m e n t s c h e d u l e i n o r d e r 

t o a c h i e v e t h a t F l f a c t o r ? 

A. T h a t ' s c o r r e c t . 

Q. Have you c o n t a c t e d t h e o t h e r o p e r a t o r s 

i n t h e p o o l and made a p r o p o s a l t o them w i t h 

r e g a r d s t o t h e a l l o w a b l e r e q u e s t t h a t y o u ' r e 

p r e s e n t i n g t o t h e Commission t o d a y ? 

A. Yes, we have. 

Q. L e t ' s t u r n t o E x h i b i t No. 3 and have 

you i d e n t i f y t h a t . 

A. E x h i b i t No. 3 was a l e t t e r s e n t t o a l l 

o p e r a t o r s i n t h e B l i n e b r y gas p o o l , a d v i s i n g them 

of M a r a t h o n ' s i n t e n t i o n t o p r o p o s e an a d j u s t m e n t 

t o b r i n g t h e F l f a c t o r up t o a v a l u e o f 38,000 

Mcf p e r month. 

Q. Have you r e c e i v e d any o b j e c t i o n f r o m 
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any o f t h e o p e r a t o r s i n t h e p o o l t o y o u r 

a l l o w a b l e r e q u e s t ? 

A. No, I h a v e n ' t . 

Q. L e t ' s l o o k a t t h e d a t a you have w i t h 

r e g a r d s t o t h e n o n m a r g i n a l w e l l s t h a t a r e i n t h e 

p o o l , E x h i b i t s 4, 5 and 6. What do t h o s e 

r e p r e s e n t ? 

A. E x h i b i t s 4, 5 and 6 r e p r e s e n t 

p r o d u c t i o n c u r v e s on t h r e e w e l l s i n t h e p o o l t h a t 

a r e c a p a b l e o f making r a t e s i n excess o f our 

p r o p o s e d 38,000 Mcf per month. 

Q. Why have you s e l e c t e d t h e s e t h r e e ? 

A. These t h r e e a r e n o n m a r g i n a l w e l l s i n 

t h e p o o l and a r e t h e o n l y t h r e e t h a t a r e c a p a b l e 

o f p r o d u c i n g i n excess o f t h a t v a l u e . 

Q. L e t ' s t u r n t o E x h i b i t 4, I d e n t i f y and 

d e s c r i b e t h i s f o r us. 

A. E x h i b i t 4 i s a p r o d u c t i o n p l o t o f t h e 

M a r a t h o n O i l Company Lou Worthan No. 9. You can 

see t h e r e d l i n e on t h e g r a p h r e p r e s e n t s t h e 

a l l o w a b l e . The p u r p l e l i n e r e p r e s e n t s t h e 

m o n t h l y p r o d u c t i o n f r o m t h e w e l l , and t h e d o t t e d 

y e l l o w l i n e r e p r e s e n t s a r u n n i n g t o t a l o f t h e 

o v e r p r o d u c t i o n f o r t h e w e l l . 

Q. L e t ' s go t o E x h i b i t No. 5, and i d e n t i f y 
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and d e s c r i b e t h a t one f o r us? 

A. E x h i b i t No. 5 i s a s i m i l a r p l o t on t h e 

M a r a t h o n O i l Company-operated Lou Worthan No. 12, 

a g a i n w i t h t h e a l l o w a b l e shown as t h e r e d l i n e , 

s a l e s shown i n p u r p l e . 

MR. STOVALL: I f we c o u l d t a k e a 

m i n u t e , Mr. Chairman, t h e c o u r t r e p o r t e r needs a 

q u i c k b r e a k . 

[ D i s c u s s i o n o f f t h e r e c o r d . ] 

Q. (BY MR. KELLAHIN) P l e a s e c o n t i n u e , Mr. 

Kent . 

A. As I s a i d , E x h i b i t 5 i s a p r o d u c t i o n 

p l o t on t h e M a r a t h o n O i l Company Lou Worthan No. 

12, w i t h t h e a l l o w a b l e shown as t h e r e d l i n e , 

s a l e s by t h e p u r p l e l i n e , and a r u n n i n g t o t a l o f 

o v e r p r o d u c t i o n by t h e d o t t e d y e l l o w l i n e . 

Q. A l l r i g h t . I d e n t i f y and d e s c r i b e f o r 

us Exh i b i t 6. 

A. E x h i b i t 6 i s a s i m i l a r p l o t on t h e John 

H e n d r i x - o p e r a t e d L. E. H i n t o n No. 1, w i t h t h e 

same d e t a i l on t h e p l o t . 

Q. Give us y o u r comments when you l o o k a t 

t h e v a r i o u s a l l o w a b l e s s e t f o r p a s t p e r i o d s and 

t h a t a l l o w a b l e l e v e l i n r e l a t i o n t o t h e 

p r o d u c t i o n l e v e l . What have you o b s e r v e d ? 
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A. I ' v e o b s e r v e d t h a t o v e r t h e p a s t t h r e e 

o r so p e r i o d s t h a t t h e t o t a l p o o l a l l o w a b l e h a s , 

a f t e r a d j u s t m e n t s , h a s d e c r e a s e d , w h i l e t o t a l 

p o o l p r o d u c t i o n h a s a c t u a l l y i n c r e a s e d . 

Q. I s t h e p r o p o s e d a l l o w a b l e , w i t h o u t an 

a d j u s t m e n t t h a t was i n t r o d u c e d b y t h e D i v i s i o n , 

i s t h a t r e p r e s e n t a t i v e o f t h e v o l u m e o f g a s 

n e c e s s a r y t o p r o d u c e a n d meet m a r k e t demand f o r 

t h i s p o o l ? 

A. I t i s s l i g h t l y b e l o w t h e amount n e e d e d 

t o meet m a r k e t demand f o r t h i s p o o l . 

Q. I f t h e a d j u s t m e n t i s made so t h e F l 

f a c t o r i s 3 8 , 0 0 0 , i s t h a t a number t h a t y o u ' r e 

p r o p o s i n g as b e i n g a d e q u a t e t o meet m a r k e t 

demand? 

A. Yes, i t i s . 

Q. And t h a t i s c o n s i s t e n t , t h e n , w i t h t h e 

F l f a c t o r t h a t h a s b e e n u t i l i z e d i n p a s t o r d e r s 

f o r p r o d u c t i o n f r o m t h i s p o o l ? 

A. Y e s, i t i s . 

MR. KELLAHIN: T h a t c o n c l u d e s my 

e x a m i n a t i o n o f Mr. K e n t . We move t h e 

i n t r o d u c t i o n o f E x h i b i t s 1 t h r o u g h 7. 

CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n , 

E x h i b i t s 1 t h r o u g h 7 w i l l be a d m i t t e d i n t o t h e 
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r e c o r d . 

Q u e s t i o n s o f Mr. Kent? 

COMMISSIONER CARLSON: Yes. 

EXAMINATION 

BY COMMISSIONER CARLSON: 

Q. Mr. K e n t , you s e n t t h e l e t t e r o f 

F e b r u a r y 1 6 t h t o a l l t h e o p e r a t o r s . How many 

o p e r a t o r s i s t h a t ? 

A. O f f t h e t o p o f my head, I d o n ' t know 

how many o p e r a t o r s t h e r e a r e . There a r e s e v e r a l . 

Q. "Seven" or " s e v e r a l " ? 

A. S e v e r a l . 

Q. You say nobody o b j e c t s , b u t you ask f o r 

t h e i r s u p p o r t . Has anybody s u p p o r t e d ? 

A. I h a v e n ' t r e c e i v e d any i n d i c a t i o n , 

Q. So you h a v e n ' t h e a r d f r o m any o f them? 

A . No . 

Q. What p e r c e n t o f t h e p r o d u c t i o n f r o m t h e 

B l i n e b r y p o o l does M a r a t h o n p r o d u c e ? 

A. M a r a t h o n o p e r a t e s a p p r o x i m a t e l y 20 t o 

25 p e r c e n t o f t h e p r o d u c t i o n f r o m t h e B l i n e b r y 

p o o l . 

COMMISSIONER CARLSON: T h a t ' s a l l I 

have. Thank you. 

CHAIRMAN LEMAY: Commissioner Weiss? 
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COMMISSIONER WEISS: I have no 

que s t i on s. 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. Do you happen t o know i f t h e r e ' s any 

c u r t a i l e d p r o d u c t i o n based on o r t h o d o x l o c a t i o n s 

w i t h i n t h a t f i e l d . , or r e d u c e d a l l o w a b l e s based on 

Commission o r d e r s f o r - -

A. There a r e s e v e r a l w e l l s t h a t have 

a c r e a g e f a c t o r s l e s s t h a n one, b u t w h e t h e r t h a t ' s 

due t o n o n s t a n d a r d p r o r a t i o n u n i t s o r n o n s t a n d a r d 

l o c a t i o n s , I d o n ' t know. 

Q. I n g e n e r a l , y o u ' r e n o t f a m i l i a r w i t h 

any c u r t a i l e d a l l o w a b l e s based on an o r t h o d o x 

l o c a t i o n o r a wide v a r i e t y o f s p a c i n g u n i t s i z e s 

i n t h e r e ? 

A. I n my r e v i e w , I d i d n o t see, even w i t h 

w e l l s t h a t had a c r e a g e f a c t o r s l e s s t h a n one, 

w e l l s t h a t were c a p a b l e o f p r o d u c i n g i n excess o f 

th e F l t i m e s t h e a c r e a g e f a c t o r on a m o n t h l y 

b a s i s . So, i n o t h e r w o r d s , i n my s t u d y , no, 

t h e r e w a s n ' t . 

Q. Are you t h e l a r g e s t o p e r a t o r i n t h e 

f i e l d w i t h 20 or 25 p e r c e n t o f t h e p r o d u c t i o n ? 

A. O f f t h e t o p o f my head, I c a n ' t t e l l 
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y o u t h a t . I d o n ' t know. 

CHAIRMAN LEMAY: Any o t h e r q u e s t i o n s o f 

t h e w i t n e s s ? I f n o t , he may be e x c u s e d . 

Mr. K e l l a h i n ? 

MR. KELLAHIN: Mr. Chairman,. I w o u l d 

l i k e t o c a l l Mr. J o h n G i l b e r t . Mr. G i l b e r t h a s 

p r e v i o u s l y t e s t i f i e d b e f o r e t h e C o m m i s s i o n as a 

gas m a r k e t i n g e x p e r t , a n d I ' l l a s k h i m h i s 

comments on t h e B l i n e b r y . 

JOHN P. GILBERT 

H a v i n g b e e n f i r s t d u l y s w o r n u p o n h i s o a t h , was 

e x a m i n e d a n d t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. G i l b e r t , w o u l d y o u p l e a s e s t a t e 

y o u r name a n d o c c u p a t i o n ? 

A. My name i s J o h n P. G i l b e r t . I'm a 

n a t u r a l g a s m a r k e t i n g r e p r e s e n t a t i v e f o r M a r a t h o n 

O i l Company. 

Q. Where do y o u r e s i d e , s i r ? 

A. M i d l a n d , T e x a s . 

Q. On p r i o r o c c a s i o n s h a v e y o u t e s t i f i e d 

as a m a r k e t i n g g a s e x p e r t w i t h r e g a r d s t o t h e 

B l i n e b r y gas p o o l ? 

A. Y es, s i r , I h a v e . 
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Q. Have y o u c o n t i n u e d t o m a r k e t gas o u t o f 

t h a t p o o l f o r y o u r company? 

A. Yes, s i r . 

MR. KELLAHIN: We t e n d e r Mr. G i l b e r t as 

a gas m a r k e t i n g e x p e r t . 

CHAIRMAN LEMAY: H i s q u a l i f i c a t i o n s a r e 

a c c e p t a b l e . 

Q. G i v e us y o u r summary o f m a r k e t 

c o n d i t i o n s a n d m a r k e t demand f o r g a s p r o d u c e d o u t 

o f t h e B l i n e b r y g a s p o o l , Mr. G i l b e r t . 

A. The m a r k e t i n g o p p o r t u n i t i e s h a v e b e e n 

a b u n d a n t o u t t h e r e . I n t h e l a s t t w o t o t h r e e 

m o n t h s a l o n e , f o r t h e f i r s t t i m e e v e r , w e ' r e 

r e c e i v i n g c a l l s f r o m l a r g e LDCs i n t h e w e s t , a l s o 

i n t h e n o r t h , as t h i s gas p r i m a r i l y i s 

t r a n s p o r t e d on N o r t h e r n , who a r e s h o r t o f s u p p l y 

a n d n e e d t h e g a s . The demand h a s b e e n g r e a t e r 

t h a n t h e s u p p l y . 

Q. Do y o u see a n y f o r e c a s t o f s e a s o n a l 

c y c l i n g o r s e a s o n a l f l u c t u a t i o n s i n m a r k e t demand 

f o r p r o d u c t i o n f r o m t h i s p o o l ? 

A. No, s i r . We're c e r t a i n l y s e e i n g a 

f l a t t e n i n g o f t h e l i n e o f t h i s s e a s o n a l demand. 

Q. Do y o u c o n t i n u e t o h a v e t h e a b i l i t y t o 

m a r k e t g a s i f t h i s a l l o w a b l e l e v e l a d j u s t m e n t i s 
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a p p r o v e d by t h e C o m m i s s i o n ? 

A. Y es, s i r . 

MR. KELLAHIN: T h a t c o n c l u d e s my 

e x a m i n a t i o n o f Mr. G i l b e r t . 

CHAIRMAN LEMAY: T h a n k y o u . Q u e s t i o n s 

o f Mr. G i l b e r t ? 

I h a v e n o n e . T h a n k y o u , Mr. G i l b e r t . 

Keep m a r k e t i n g t h a t g a s . You may be e x c u s e d . 

MR. KELLAHIN: T h a t c o m p l e t e s my 

p r e s e n t a t i o n on t h e B l i n e b r y . 

CHAIRMAN LEMAY: T h a n k y o u , Mr. 

K e l l a h i n . L e t ' s go t o t h e Tubb. 

Mr. B r u c e ? 

MR. BRUCE: T h a n k y o u , Mr. C h a i r m a n , 

I'm h e r e on b e h a l f E x x o n C o r p o r a t i o n t o d a y . 

W I L L I A M THOMAS DUNCAN, JR. 

H a v i n g b e e n f i r s t d u l y s w o r n u p o n h i s o a t h , was 

e x a m i n e d a n d t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. BRUCE: 

Q. Mr. D u n c a n , w o u l d y o u p l e a s e s t a t e y o u r 

f u l l name a n d c i t y o f r e s i d e n c e f o r t h e 

Comm i ss i on? 

A. My name i s W i l l i a m Thomas D u n c a n , J r . , 

and I r e s i d e i n M i d l a n d , T e x a s . 
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Q. What i s y o u r o c c u p a t i o n and who a r e you 

employed by? 

A. I'm a s t a f f e n g i n e e r w i t h Exxon 

C o r p o r a t i o n i n our r e g u l a t o r y c o m p l i a n c e g r o u p . 

Q. Have you p r e v i o u s l y q u a l i f i e d b e f o r e 

t h e O i l C o n s e r v a t i o n D i v i s i o n as a p e t r o l e u m 

e n g i n e e r ? 

A. Yes. I have. 

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e 

t h e D i v i s i o n ? 

A. Yes, I have . 

Q. Do you have some re c o m m e n d a t i o n s t o 

make t o t h e Commission r e g a r d i n g t h e Tubb 

a l l o w a b 1 e ? 

A. Yes, I do . 

MR. BRUCE: Mr. Chairman, I w o u l d 

t e n d e r Mr. Duncan as an e x p e r t p e t r o l e u m 

e n g i n e e r . 

CHAIRMAN LEMAY: H i s q u a l i f i c a t i o n s a r e 

ac c ep t ab1e. 

Q. Mr. Duncan, what i s Exxon's p o s i t i o n a t 

t h i s hear i n g ? 

A. We seek an i n c r e a s e i n t h e a l l o w a b l e 

f o r t h e Tubb p r o r a t e d gas p o o l s l i g h t l y i n 

a d d i t i o n t o t h e p r o p o s e d a l l o w a b l e t h a t t h e 
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Commission has o f f e r e d . 

Q. Okay. I f you w o u l d r e f e r t o y o u r 

E x h i b i t 1, what i s t h e p r o p o s e d m o n t h l y Tubb 

a l l o w a b l e as p r o p o s e d by t h e D i v i s i o n ? 

A. Based upon t h e 1992 p r o d u c t i o n f o r a 

l i k e p e r i o d , t h e NMOCD has p r o p o s e d p o o l m o n t h l y 

a l l o w a b l e s o f s l i g h t l y i n excess o f 288 m i l l i o n 

c u b i c f e e t per month, 

Q. That was based on l a s t y e a r ' s a c t u a l 

f i gur e ? 

A. Yes, i t was. 

Q. How d i d t h e a c t u a l A p r i l t o September 

1992 p r o d u c t i o n compare t o t h e a l l o w a b l e f o r t h a t 

p e r i o d ? 

A. The a c t u a l p r o d u c t i o n was s l i g h t l y o v e r 

52 p e r c e n t h i g h e r t h a n t h e a l l o w a b l e f o r t h a t 

l i k e p e r i o d , t h a t same p e r i o d , so p r o d u c t i o n was 

a c t u a l l y 152 p e r c e n t o f t h e a l l o w a b l e s f o r t h a t 

p e r i o d l a s t y e a r . 

Q. So t h e a l l o w a b l e , t h e a c t u a l or t h e s e t 

a l l o w a b l e f o r t h a t p e r i o d was somewhere a r o u n d 

190,000 per month, i s t h a t c o r r e c t ? 

A. Yes, i t was, 199 m i l l i o n , 

Q. Does Exxon have any i n f o r m a t i o n as t o 

m a r k e t demand f o r p r o d u c t i o n f r o m i t s n o n m a r g i n a l 
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w e l l s i n t h e Tubb p o o l ? 

A. Yes. Our n o n m a r g i n a l w e l l s a r e 

d e d i c a t e d t o t h e S i d R i c h a r d s o n G a s o l i n e Company. 

T h a t ' s n o t t h e c o m p l e t e name. 

Q. Carbon and G a s o l i n e Company? 

A. Yes. And S i d R i c h a r d s o n has i n d i c a t e d 

t o us t h a t t h e y have a marked f o r s i g n i f i c a n t l y 

more gas t h a n we can even p r o d u c e , i f we had t h e 

a l l o w a b l e t o p r o d u c e i t . 

Q. What f i g u r e d i d t h e y say t h e y c o u l d use 

i n a d d i t i o n t o what y o u ' r e p r o d u c i n g ? 

A. When we asked i f t h e y c o u l d use 

a d d i t i o n a l p r o d u c t i o n i n a d d i t i o n t o what we've 

been a b l e t o p r o v i d e i n t h e p a s t , t h e y s a i d t h e y 

w o u l d l i k e t o see a n o t h e r 40 m i l l i o n c u b i c f e e t 

p er day, and we can o n l y p r o v i d e somewhere l e s s 

t h a n one m i l l i o n c u b i c f e e t per day. 

Q. What i s y o u r recommended a d j u s t m e n t f o r 

t h e Tubb p o o l ? 

A. We recommend t h a t t h e a d d i t i o n a l 

c a p a c i t y o f t h e w e l l s i n t h e Tubb p o o l be added 

t o t h e Tubb p r o p o s e d m o n t h l y a l l o w a b l e . That 

w o u l d be an a d d i t i o n a l s i x m i l l i o n c u b i c f e e t per 

month a v e r a g e , o v e r t h e s i x - m o n t h p e r i o d . 

Q. How many n o n m a r g i n a l w e l l s does Exxon 
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h a v e i n t h i s p o o l ? 

A. E x x o n o p e r a t e s t h r e e n o n m a r g i n a l 

w e l l s . T h e r e a r e a n o t h e r t w o w e l l s t h a t a r e 

n o n m a r g i n a l . 

Q. A r e E x x o n ' s w e l l s a l l d e d i c a t e d t o t h e 

s t a n d a r d 1 6 0 - a c r e u n i t s ? 

A. Yes, t h e y a r e . 

Q. A r e a n y o f E x x o n ' s w e l l s w h a t y o u w o u l d 

c a l l b a r n - b u r n e r s ? 

A. W e l l , t h e y ' r e o u r s , b u t t h e y ' r e n o t 

b a r n - b u r n e r s , no. 

Q. C o u l d y o u r E x x o n p r o p o s a l b e n e f i t o t h e r 

o p e r a t o r s i n t h i s p o o l ? 

A. Y e s, i t c o u l d , t h e o t h e r o p e r a t o r s o f 

o t h e r n o n m a r g i n a l w e l l s . 

Q. Do y o u h a v e a n y t h i n g f u r t h e r i n t h i s 

m a t t e r , Mr. Duncan? 

A . No, I d o n ' t . 

Q. Was E x h i b i t 1 p r e p a r e d by y o u o r u n d e r 

y o u r d i r e c t i o n ? 

A. Y e s, i t was. 

MR. BRUCE: Mr. C h a i r m a n , a t t h i s t i m e 

I w o u l d move t h e a d m i s s i o n o f E x x o n ' s E x h i b i t No. 

1 . 

CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n , 
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E x h i b i t 1 i s i n t h e r e c o r d . 

MR. BRUCE: I have no f u r t h e r q u e s t i o n s 

a t t h i s t i m e . 

CHAIRMAN LEMAY: Q u e s t i o n s o f t h e 

w i t n e s s ? 

MR, STOVALL: I have some, Mr. 

Chairman, s o l e l y f o r t h e p u r p o s e o f making s u r e I 

u n d e r s t a n d t h e r e q u e s t t h a t ' s b e i n g made 

EXAMINATION 

BY MR. STOVALL: 

Q. U s i n g y o u r E x h i b i t 1 — a n d do you have a 

copy o f t h e Commission E x h i b i t A? 

A. Yes, I do. 

Q. D i v i s i o n E x h i b i t A, as you p o i n t e d o u t , 

i s 288 m i l l i o n , and y o u r E x h i b i t 1 t a l k s a b o u t a 

5,900 Mcf or 5.9 m i l l i o n c u b i c f e e t . I s t h a t t h e 

number you w o u l d s u g g e s t be e n t e r e d on L i n e 3, or 

i s t h a t a per w e l l , or what i s t h a t number? 

A. That i s t h e number t h a t w i l l be e n t e r e d 

as a p o s i t i v e v a l u e on L i n e 3. 

Q. So, i n o t h e r w o rds, t h e e n t i r e p o o l 

a l l o w a b l e on L i n e 4 w o u l d t h e n be ab o u t 293, 294, 

i s t h a t c o r r e c t ? 

A. T h a t ' s c o r r e c t . I t w o u l d be an 

i n c r e a s e o f ab o u t two p e r c e n t . 
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MR. STOVALL: Okay. T h a t ' s a l l I 

wanted t o know. 

CHAIRMAN LEMAY: Thank you, Mr. 

S t o v a l l . A d d i t i o n a l q u e s t i o n s o f t h e w i t n e s s ? 

Commissioner C a r l s o n ? 

EXAMINATION 

BY COMMISSIONER CARLSON: 

Q. By a d d i t i o n a l c a p a c i t y , w h i c h w o u l d be 

l i m i t e d , i f we add t h a t on t h e r e , t h e n t h e y w o u l d 

be a b l e t o p r o d u c e t h e i r t o t a l d e l i v e r a b i l i t y , i s 

t h a t c o r r e c t ? 

A. They w o u l d be a b l e t o p r o d u c e as much 

as t h e y ' v e i n d i c a t e d t h e y c o u l d p r o d u c e o v e r t h e 

p a s t y e a r . What I d i d i s , I t o o k t h e h i g h e s t 

i n d i v i d u a l month's p r o d u c t i o n f r o m each o f t h o s e 

w e l l s t h a t were n o n m a r g i n a l . 

Q. Exxon o p e r a t e s t h r e e o f t h o s e w e l l s ? 

A. T h a t ' s c o r r e c t . 

Q. Who a r e t h e o t h e r two o p e r a t o r s ? 

A. M a r a t h o n and Texaco, I b e l i e v e . L e t me 

r e f e r t o my n o t e s . Excuse me, Exxon o p e r a t e s two 

of t h o s e w e l l s , Texaco o p e r a t e s one, John H e n d r i x 

o p e r a t e s a n o t h e r , and M a r a t h o n o p e r a t e s a t h i r d . 

I apo1og i ze. 

Q. Have you t a l k e d t o t h o s e t h r e e 
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o p e r a t o r s ? 

A. No, I have n o t . 

COMMISSIONER CARLSON: No o t h e r 

q u e s t i o n s . 

CHAIRMAN LEMAY: Commissioner Weiss? 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. How many w e l l s a r e i n t h e Tubb f i e l d ? 

A. I d o n ' t know o f f hand. I have a 

p r o r a t i o n s c h e d u l e and c o u l d c o u n t them up p r e t t y 

q u i c k l y . There a r e a t o t a l o f 64-1/2 a c r e a g e 

f a c t o r s on t h e O c t o b e r t o March p r o r a t i o n 

s c h e d u l e . 

COMMISSIONER WEISS: T h a t ' s 64 w e l l s . 

Thank you. T h a t ' s t h e o n l y q u e s t i o n . 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. Are you f a m i l i a r w i t h any n o n s t a n d a r d 

u n i t s or any u n o r t h o d o x l o c a t i o n s i n t h i s f i e l d ? 

A. I d o n ' t know w h i c h ones s p e c i f i c a l l y 

y o u ' r e r e f e r r i n g t o . 

Q. J u s t i n g e n e r a l , i f i t ' s a common 

p r a c t i c e t o have t h e s t a n d a r d p r o r a t i o n u n i t 

s i z e , o r i f t h e r e ' s a l o t o f v a r i a t i o n s i n 

a l l o w a b l e s a d j u s t e d a c c o r d i n g t o t h o s e 
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v a r i a t i o n s ? 

A. W e l l , i n l o o k i n g down t h e p r o r a t i o n 

s c h e d u l e , i t does l o o k l i k e most o f t h e w e l l s 

have an a c r e a g e f a c t o r o f one, so t h e y ' r e 

p r o b a b l y t h e s t a n d a r d s i z e . I ' v e n o t made a 

s t u d y o f w h e t h e r o r n o t t h o s e l o c a t i o n s a r e 

o r t h o d o x o r n o t . 

Q. Do you know i f t h o s e l o c a t i o n s i n t h e 

n o n m a r g i n a l w e l l s a r e s t a n d a r d o r u n o r t h o d o x ? 

A. I b e l i e v e t h a t t h o s e a r e s t a n d a r d . I 

have n o t checked t h e f o o t a g e s , b u t on a map t h e y 

l o o k l i k e t h e y ' r e a p p r o x i m a t e l y 660 or g r e a t e r t o 

t h e l e a s e l i n e , w h i c h w o u l d be s t a n d a r d . 

CHAIRMAN LEMAY: Thank you. Any o t h e r 

q u e s t i o n s o f t h e w i t n e s s ? I f n o t , he may be 

exc u s e d . 

L e t ' s t a k e a b r e a k and come back a t 

1:00, and w e ' l l do t h e I n d i a n B a s i n . 

[The noon r e c e s s was t a k e n . ] 

CHAIRMAN LEMAY: Okay. W e ' l l 

c o n t i n u e . W e ' l l s t a r t w i t h some Commission d a t e s 

h e r e t h a t we've a l l a g r e e d upon, t h o s e o f us up 

h e r e , anyway. 

The March 1 1 t h d a t e , I d o n ' t t h i n k we 

have any cases f o r t h a t , so March w i l l be f r e e . 
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A p r i l 2 9 t h , May 2 7 t h , J u n e 2 4 t h a n d J u l y 2 2 n d , 

t h o s e w i l l a l l be t h e C o m m i s s i o n h e a r i n g d a y s f o r 

t h e n e x t f o u r m o n t h s , a n d w e ' l l l o o k t o w a r d t h e 

end o f t h e y e a r s o mewhere i n t h e s p r i n g . 

Okay. We s h a l l c o n t i n u e w i t h t h e 

I n d i a n B a s i n f i e l d . Mr. K e l l a h i n . 

MR. KELLAHIN: Th a n k y o u , Mr. 

C h a i r m a n . I w o u l d l i k e t o c a l l a t t h i s t i m e Mr. 

C r a i g K e n t . 

CRAIG KENT 

H a v i n g b e e n p r e v i o u s l y d u l y s w o r n u p o n h i s o a t h , 

was e x a m i n e d and t e s t i f i e d f u r t h e r as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. K e n t , f o r t h e r e c o r d , w o u l d y o u 

p l e a s e s t a t e y o u r name a n d o c c u p a t i o n ? 

A. My name i s C r a i g K e n t , a nd I'm a 

r e s e r v o i r e n g i n e e r w i t h M a r a t h o n O i l Company i n 

M i d l a n d , T e x a s . 

Q. Mr. K e n t , on p r i o r o c c a s i o n s h a v e y o u 

t e s t i f i e d b e f o r e t h e O i l C o n s e r v a t i o n D i v i s i o n as 

a r e s e r v o i r e n g i n e e r s p e c i f i c a l l y w i t h r e g a r d s t o 

t h e I n d i a n B a s i n - U p p e r P e n n s y l v a n i a n gas p o o l ? 

A. Y e s, I h a v e . 

Q. I n a d d i t i o n , h a v e y o u b e e n a s s i g n e d 
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r e s p o n s i b i l i t y f o r a n a l y z i n g t h e r e s e r v o i r a n d 

y o u r w e l l s t o d e t e r m i n e a r e c o m m e n d a t i o n f o r an 

a l l o w a b l e f o r t h e p r o r a t i o n p e r i o d t h a t ' s u n d e r 

c o n s i d e r a t i o n h e r e ? 

A. Y e s, I h a v e . 

0. P u r s u a n t t o t h a t d i r e c t i o n b y y o u r 

company, h a v e y o u p r e p a r e d c e r t a i n e x h i b i t s a n d 

r e a c h e d c e r t a i n c o n c l u s i o n s a b o u t t h e r e q u e s t e d 

a l l o w a b l e a d j u s t m e n t y o u ' r e s e e k i n g f o r y o u r 

company? 

A. Yes, I h a v e . 

MR. KELLAHIN: We t e n d e r Mr. K e n t as an 

e x p e r t w i t n e s s . 

CHAIRMAN LEMAY: H i s q u a l i f i c a t i o n s a r e 

a c c e p t a b 1 e . 

Q. Mr. K e n t , b e f o r e we s t a r t w i t h t h e 

p r e s e n t a t i o n o f t h e e x h i b i t s , g i v e me a summary, 

s i r , o f w h a t y o u r r e c o m m e n d a t i o n i s f o r an 

a d j u s t m e n t i n t h e a l l o w a b l e f o r t h e I n d i a n 

B a s i n - U p p e r Penn gas p o o l ? 

A. M a r a t h o n i s s e e k i n g an a d j u s t m e n t o f 

166,234 Mcf p e r m o n t h t o t h e p r e l i m i n a r y 

a l l o w a b l e p r o p o s e d by t h e OCD. 

0. When y o u t a k e t h a t a d j u s t m e n t a n d 

f a c t o r o r c a l c u l a t e t h e F l n o n m a r g i n a l c o m p o n e n t , 
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what does t h a t e q u a t e t o i n Mcf o f gas per month? 

A. That e q u a t e s t o an F l f a c t o r o f 196,500 

Mc f p er month. 

Q. I f you d i v i d e t h a t number by 30.4 t o 

g e t t o a maximum d a i l y gas p r o d u c i n g r a t e , what 

i s t h a t number? 

A. I t ' s j u s t under 6.5 m i l l i o n c u b i c f e e t 

per day. 

0, How does t h a t r e q u e s t e d l e v e l o f 

a l l o w a b l e compare t o t h e a l l o w a b l e l e v e l y o u ' r e 

c u r r e n t l y u s i n g i n t h a t p o o l f o r t h i s w i n t e r 

p e r i o d t h a t we're i n now? 

A. E s s e n t i a l l y , t h e two f i g u r e s a r e 

i d e n t i c a l . 

Q. L e t ' s s t a r t now w i t h E x h i b i t No. 1. 

Would you i d e n t i f y and d e s c r i b e t h a t f o r us? 

A. E x h i b i t No. 1 i s a p l a t o f t h e a r e a 

s u r r o u n d i n g t h e I n d i a n B a s i n - U p p e r Penn p o o l . 

The p o o l i s spaced on 640 a c r e s . Each s e c t i o n i s 

c o l o r - c o d e d i n d i c a t i n g t h e o p e r a t o r o f t h e w e l l 

i n t h a t s e c t i o n . 

There a r e g r e e n boxes or boxes a r o u n d 

s e v e r a l w e l l s i n t h e p l a t a r e a w h i c h i n d i c a t e 

w e l l s t h a t have been worked on s i n c e t h e 

b e g i n n i n g o f 1991, w i t h t h e boxes i n g r e e n 
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s h o w i n g t h o s e w e l l s t h a t were worked on i n 9 1, 

boxes i n r e d sh o w i n g t h o s e w e l l s t h a t have been 

worked on i n 92 and 93. 

Q. Have you p r e p a r e d a d i s p l a y t h a t shows 

t h e a d d i t i o n a l w e l l c a p a c i t y , i f you w i l l , t h a t 

has been added t o t h e p o o l s i n c e t h e l a s t 

a l l o w a b l e h e a r i n g ? 

A. Yes, I have. 

Q. L e t ' s t u r n t o E x h i b i t No. 2. What 

i n f o r m a t i o n have you p l a c e d on E x h i b i t No. 2? 

A. E x h i b i t No. 2 i s a w e l l - b y - w e l l 

breakdown o f t h e work t h a t ' s been done i n t h e 

I n d i a n B a s i n f i e l d s i n c e t h e b e g i n n i n g o f 1992. 

The two o p e r a t o r s t h a t were a c t i v e i n 92 were 

Oryx and Chevron. 

L i s t e d i s t h e w e l l s t a t i o n w h i c h i s 

j u s t a way t h a t we t r a c k t h e s e w e l l s . For 

i n s t a n c e , t h e f i r s t w e l l , S t a t i o n 217, t h e f i r s t 

d i g i t r e p r e s e n t s t h e t o w n s h i p t h a t t h e w e l l i s i n 

w i t h t h e number 2, i n d i c a t i n g Township 21 S o u t h , 

Range 23 E a s t ; t h e number 3 r e p r e s e n t i n g Township 

22 S o u t h , Range 23 E a s t . 

The second two d i g i t s o f t h e s t a t i o n 

number d e s i g n a t e w h i c h s e c t i o n t h e w e l l i s i n . 

A l s o on t h i s i s a summary o f t h e gas 
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r a t e p r i o r t o work b e i n g c o m p l e t e d , as w e l l as 

t h e peak month o f p r o d u c t i o n f o l l o w i n g t h e work 

t h a t we saw. 

0. L a s t August o f 92, when t h e Commission 

had under c o n s i d e r a t i o n e s t a b l i s h i n g a l l o w a b l e s 

f o r t h e p o o l , t h e work shown f o r Chevron on 

a d d i t i o n a l c a p a c i t y , w i t h t h e e x c e p t i o n o f t h e 

308 w e l l , t h e n , a l l t h o s e r e p r e s e n t a d d i t i o n a l 

work t h a t t h e y have u n d e r t a k e n s i n c e t h e l a s t 

h e ar i n g ? 

A. T h a t ' s c o r r e c t . 

Q. Has t h e a d d i t i o n a l c a p a c i t y added by 

o t h e r o p e r a t o r s t o t h e p o o l been f a c t o r e d i n t o 

t h e 196,500 F l f a c t o r a t t h i s p o i n t ? 

A. Yes, i t has. 

Q. What c o n c l u s i o n s do you draw f r o m 

E x h i b i t No. 2? 

A. B a s i c a l l y , t h e main c o n c l u s i o n h e r e i s 

t h a t we've been a b l e t o see t h a t t h e r e was 

c o n s i d e r a b l e c a p a c i t y t h a t c o u l d be added i n 

s e v e r a l w e l l s i n t h e f i e l d j u s t by d o i n g r e m e d i a l 

work . 

Q. The p r e l i m i n a r y s c h e d u l e t h a t Mr. Van 

Ryan i n t r o d u c e d showed an F l f a c t o r f o r t h e 

I n d i a n B a s i n - U p p e r Penn o f j u s t o v e r 172,000. I n 
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y o u r o p i n i o n , i s t h a t r e p r e s e n t a t i v e o f t h e 

a p p r o p r i a t e l e v e l f o r an a l l o w a b l e f o r t h i s 

summer p e r i o d f o r t h i s p o o l ? 

A. No, i t ' s n o t . W i t h t h e a c t i v i t y t h a t 

went on l a t e l a s t summer and i n t o t h e w i n t e r , t h e 

added c a p a c i t y o f t h o s e w e l l s was n o t t a k e n i n t o 

a c c o u n t i n t h e c a l c u l a t i o n o f t h e F l f a c t o r . 

Q. Have you made a s t u d y t o d e t e r m i n e how 

t h e o p e r a t o r s s h a r e t h e gas p r o d u c t i o n o u t o f t h e 

p o o l , i n t e r m s o f a p e r c e n t a g e ? 

A. Yes, I have. 

Q. L e t ' s t u r n t o E x h i b i t No. 3. I s t h i s 

a l s o a t a b u l a t i o n you've made, Mr. Kent? 

A. Yes, i t i s . 

0. D e s c r i b e f o r us what you've done. 

A. T h i s i s a t a b u l a t i o n o f each company's 

w o r k i n g i n t e r e s t s h a r e o f p r o d u c e d gas. T h i s 

i n c l u d e s t h e i r w o r k i n g i n t e r e s t s h a r e i n 

o p e r a t e d , as w e l l as n o n o p e r a t e d w e l l s i n t h e 

p o o l . 

For i n s t a n c e , l o o k i n g a t M a r a t h o n , f r o m 

A p r i l t o September o f 92, we h e l d a b o u t a 26.8 

p e r c e n t w o r k i n g i n t e r e s t s h a r e o f g r o s s gas 

s a l e s , and we h e l d a b o u t t h e same v a l u e i n 

O c t o b e r t h r o u g h December o f 92. 
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Q. The p r e l i m i n a r y s c h e d u l e f o r I n d i a n 

B a s i n , t h e number o f n o n m a r g i n a l a c r e a g e f a c t o r s , 

6.92? 

A. T h a t ' s c o r r e c t . 

Q. How many n o n m a r g i n a l w e l l s make up t h e 

n o n m a r g i n a l a c r e a g e f a c t o r ? 

A. As I u n d e r s t a n d i t , t h e r e a r e s e v e n 

n o n m a r g i n a l w e l l s i n t h e t o t a l n o n m a r g i n a l 

a c r e a g e f a c t o r . 

Q, T h e r e ' s one w e l l , t h e n , w i t h l e s s t h a n 

a f u l l 640 s p a c i n g u n i t ? 

A. T h e r e ' s one w e l l w i t h l e s s , a n d one 

w e l l w i t h m o r e. 

Q. When we l o o k a t E x h i b i t No. 3, c a n y o u 

i d e n t i f y f o r u s , o f t h o s e n o n m a r g i n a l w e l l s , 

w h i c h o p e r a t o r h a s how many? 

A. B a s e d on d i s c u s s i o n s w i t h t h e D i v i s i o n . 

M a r a t h o n , i n t h a t 6.92, o p e r a t e s f o u r w e l l s , O r y x 

o p e r a t e s t w o . C h e v r o n o p e r a t e s o n e . 

Q. I f t h e C o m m i s s i o n a c c e p t s t h e 

c o n t i n u a t i o n o f an a l l o w a b l e t h a t l e t s t h e 

c u r r e n t F l f a c t o r f o r t h e w i n t e r p e r i o d s t a y i n 

p l a c e f o r t h i s summer p e r i o d , w i l l t h e r e be 

n o n m a r g i n a l w e l l s t h a t w i l l be c u r t a i l e d ? 

A. T h e r e w i l l be f o u r w e l l s t h a t w i l l h a v e 
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c a p a c i t y i n e x c e s s o f t h e 1 9 6 , 5 0 0 . 

Q. L e t ' s t u r n now t o E x h i b i t No. 4 a n d 

h a v e y o u i d e n t i f y a n d d e s c r i b e t h a t d i s p l a y . 

A. E x h i b i t No. 4 i s a p l o t o f m o n t h l y p o o l 

p r o d u c t i o n f r o m t h e I n d i a n B a s i n - U p p e r Penn 

p o o l . A l s o shown on t h e p l o t , t h e d a s h e d b l a c k 

l i n e shows t h e p o o l a l l o w a b l e f o r t h e r e s p e c t i v e 

p e r i o d , a n d t h e s o l i d b l a c k l i n e i n t h e u p p e r 

r i g h t i n d i c a t e s w h a t t h e p o o l a l l o w a b l e w i l l be 

w i t h M a r a t h o n ' s p r o p o s e d a d j u s t m e n t . 

Q. Have t h e w e l l s i n t h e p o o l , t h e 

n o n m a r g i n a l w e l l s i n t h e p o o l , b e e n a b l e t o 

p r o d u c e t h e i r n o n m a r g i n a l a l l o w a b l e s ? 

A. Y e s, t h e y h a v e . 

0. What i s t h e t o t a l s t a t u s o f t h e p o o l i n 

t e r m s o f p o o l a l l o w a b l e v e r s u s p o o l p r o d u c t i o n ? 

A. You c a n see t h a t f r o m e a r l y 1 9 92, 

t h r o u g h 92 and p r o j e c t e d i n t o e a r l y 1 9 9 3 , t h e 

p o o l h a s a n d w i l l c o n t i n u e t o p r o d u c e i n e x c e s s 

o f t h e p o o l a l l o w a b l e . 

Q. I f y o u l o o k on y o u r b a r g r a p h , E x h i b i t 

No. 4, a n d c o u n t b a c k f o u r b a r s f r o m t h e 

r i g h t — and I t h i n k t h a t i s J u n e o f 93 — t h e r e i s a 

d i p . T h a t b a r g r a p h i s b e l o w t h e a l l o w a b l e f o r 

t h a t m o n t h ? 
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A. T h a t ' s c o r r e c t . 

Q. What h a p p e n e d ? 

A. We w e r e p l a n n i n g t o do a m a j o r 

t u r n - a r o u n d a t t h e I n d i a n B a s i n gas p l a n t d u r i n g 

J u n e , so we f a c t o r e d i n a s e v e n d a y s h u t - i n o f 

t h e f i e l d i n t o t h e p r o d u c t i o n f o r J u n e o f 1 9 9 3 . 

Q. How has t h e C o m m i s s i o n h a n d l e d t h e down 

t i m e o f t h e p l a n t t h a t t a k e s gas p r o d u c t i o n f r o m 

t h e p o o l , i n t e r m s o f a d j u s t i n g t h e a l l o w a b l e ? 

A. As I u n d e r s t a n d i t , t h e r e has b e e n no 

a d j u s t m e n t made. 

Q. When we go b a c k w a r d s now a n d l o o k i n g i n 

9 1 , t h e r e a r e t w o o t h e r t i m e s w h e r e t h e r e i s a 

d o w n w a r d s p i k e i n y o u r b a r g r a p h . L o o k i n g a t t h e 

one i n December o f 9 1 , J a n u a r y o f 9 2 , w h a t 

o c c u r r e d d u r i n g t h a t i n t e r v a l ? 

A. T h e r e w e r e f i r e s a t t h e I n d i a n B a s i n 

gas p l a n t w h i c h , e s s e n t i a l l y , h a d t h e f i e l d s h u t 

i n f o r s e v e r a l d a y s i n December a n d J a n u a r y , 

0. G o i n g b a c k t o S e p t e m b e r o f 9 1 , t h a t was 

t h e l a s t d o w n w a r d s p i k e . What d o e s t h a t 

r e p r e s e n t ? 

A. T h a t was, a g a i n , a p l a n t t u r n a r o u n d t o 

do m a i n t e n a n c e w o r k a t t h e f a c i l i t y . 

Q. The p r o d u c t i o n , t h e n , h a s b e e n a f f e c t e d 
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by e v e n t s o t h e r t h a n m a r k e t demand a n d i n r e d u c e d 

p r o d u c t i o n f o r t h o s e m o n t h s ? 

A. T h a t ' s c o r r e c t . 

Q. L e t ' s t u r n now t o E x h i b i t No. 5, Mr. 

K e n t . W o u l d y o u i d e n t i f y a n d d e s c r i b e t h a t f o r 

us ? 

A. E x h i b i t No. 5 i s a c a l c u l a t i o n o f t h e 

F l f a c t o r , s h o w i n g b o t h t h e p r e l i m i n a r y s c h e d u l e 

i s s u e d by t h e OCD as w e l l as a c a l c u l a t i o n o f t h e 

F l f a c t o r u t i l i z i n g M a r a t h o n ' s a d j u s t m e n t . 

Q. When y o u l o o k a t t h e h i s t o r i c p a s t 

p r o d u c t i o n , w h a t h a s b e e n t h a t r e l a t i o n s h i p 

b e t w e e n a c t u a l p r o d u c t i o n a n d t h e a l l o w a b l e s 

a s s i g n e d f o r a n y g i v e n p r o r a t i o n p e r i o d ? 

A. Over t h e p a s t f e w y e a r s , t h e a c t u a l 

p r o d u c t i o n h a s e x c e e d e d t h e p o o l a l l o w a b l e . 

Q. What i s y o u r f o r e c a s t f o r p r o d u c t i o n 

f o r t h i s n e x t p r o r a t i o n p e r i o d f o r p o o l 

p r o d u c t i on? 

A. The f o r e c a s t i s , on a d a i l y r a t e t h e 

p o o l s h o u l d p r o d u c e somewhere on t h e o r d e r o f 3.8 

B c f . When t a k i n g i n t o a c c o u n t t h e down t i m e we 

p r o j e c t i n J u n e , we w o u l d e x p e c t an a v e r a g e 

m o n t h l y p r o d u c t i o n o f s o m e t h i n g on t h e o r d e r o f 

3.7 B c f f o r t h e s i x - m o n t h p e r i o d u n d e r 
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c o n s i d e r a t i o n . 

Q. What i s M a r a t h o n ' s p l a n w i t h r e g a r d s t o 

i t s u s e o f t h e a l l o w a b l e t o be a s s i g n e d u n d e r 

y o u r p r o p o s a l f o r t h e n e x t p e r i o d ? W i l l y o u 

p r o d u c e y o u r w e l l s up t o t h a t a l l o w a b l e l e v e l ? 

A. Y e s, we w i l l . 

0. Have y o u c o n t a c t e d a n y o t h e r o p e r a t o r s 

i n t h e p o o l t o d e t e r m i n e w h e t h e r o r n o t t h e y w i l l 

u t i l i z e t h e a l l o w a b l e a s s i g n e d i f y o u r 

r e c o m m e n d a t i o n i s a c c e p t e d ? 

A. The o p e r a t o r s I ' v e t a l k e d t o h a v e 

i n d i c a t e d t h a t t h e y w i l l p r o d u c e t h e i r w e l l s t o 

t h e f u l l e x t e n t . 

Q. Who h a v e y o u t a l k e d t o ? 

A. I ' v e s p o k e n w i t h b o t h O r y x a n d C h e v r o n , 

0. L e t ' s t u r n now t o E x h i b i t No. 6, Mr. 

K e n t . W o u l d y o u i d e n t i f y a n d d e s c r i b e t h a t . 

A. E x h i b i t No. 6 i s a l e t t e r t h a t we s e n t 

t o a l l t h e o p e r a t o r s i n t h e I n d i a n B a s i n - U p p e r 

Penn p o o l , i n d i c a t i n g o u r i n t e n t i o n t o a s k f o r an 

a d j u s t m e n t t o t h e p r o r a t i o n s c h e d u l e t o c a l c u l a t e 

an F l f a c t o r o f 1 9 6 , 5 0 0 . 

Q. What, i f a n y , r e s p o n s e h a v e y o u 

r e c e i v e d f r o m t h e o t h e r o p e r a t o r s c o n c e r n i n g y o u r 

p r o p o s e d a l l o w a b l e r e q u e s t ? 
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A. We h a v e r e c e i v e d s u p p o r t f r o m O r y x . 

Q. Have y o u r e c e i v e d any p o s i t i o n f r o m a n y 

o t h e r company? 

A. No, I h a v e n ' t . 

0. As a r e s e r v o i r e n g i n e e r w o r k i n g i n t h e 

I n d i a n B a s i n - U p p e r P e n n s y l v a n i a n , a r e y o u 

f a m i l i a r w i t h t h e r e s e r v o i r c h a r a c t e r i s t i c s o f 

t h a t p o o l ? 

A. Y e s, I am. 

Q, I n t e r m s o f d e t e r m i n i n g w h e t h e r o r n o t 

t h e r e i s a n y p o t e n t i a l i m p a i r m e n t o f c o r r e l a t i v e 

r i g h t s w i t h r e g a r d s t o t h e r e l a t i o n s h i p o f t h e 

w e l l s w i t h i n t h e r e s e r v o i r , h a v e y o u made a s t u d y 

o f t h a t i s s u e ? 

A. Yes, I h a v e . 

Q. L e t me t u r n y o u r a t t e n t i o n , Mr. K e n t , 

t o E x h i b i t No. 7. B e f o r e a r e y o u d e s c r i b e i t , 

s i m p l y i d e n t i f y w h a t y o u ' v e d i s p l a y e d on t h a t 

e x h i b i t . 

A. E x h i b i t 7 i s a s t r u c t u r e map on t h e t o p 

o f t h e I n d i a n B a s i n - U p p e r Penn p o o l , w i t h v a r i o u s 

s t r u c t u r e c o n t o u r s as w e l l as b o t h o r i g i n a l a n d 

c u r r e n t g a s / w a t e r c o n t a c t s . 

Q. To t h e b e s t o f y o u r k n o w l e d g e , 

i n f o r m a t i o n a n d b e l i e f , i s t h i s an a c c u r a t e 
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i l l u s t r a t i o n o r d e p i c t i o n o f t h e r e s e r v o i r , as 

you and M a r a t h o n b e l i e v e i t t o e x i s t ? 

A. Yes, i t i s , 

Q. Summarize f o r us, as a r e s e r v o i r 

e n g i n e e r , what you see as t h e i m p o r t a n t r e s e r v o i r 

c h a r a c t e r i s t i c s o f t h e p o o l . 

A. The i m p o r t a n t r e s e r v o i r c h a r a c t e r i s t i c s 

a r e t h a t t h e r e i s somewhat o f a s t r u c t u r a l 

component t o t h i s p o o l , w i t h t h e w e l l s on t h e 

e a s t e r n p l a n k b e i n g d o w n d i p , t h e w e l l s on t h e 

west b e i n g u p d i p . There has been some w a t e r 

e ncroachment s i n c e t h e mid-60s f r o m t h e e a s t t o 

t h e w e s t . 

Q. You've i d e n t i f i e d an o r i g i n a l g a s / w a t e r 

c o n t a c t , and t h a t ' s t h e f a r t h e r e a s t d o t t e d l i n e 

t h r o u g h t h e d i s p l a y ? 

A. T h a t ' s c o r r e c t . 

Q, I s t h e r e an e s t i m a t e o f what t h e 

c u r r e n t gas./water c o n t a c t i n t h e r e s e r v o i r i s ? 

A. Yes, t h e r e i s . 

Q. How i s t h a t shown? 

A. T h a t ' s shown by t h e d o t t e d l i n e t h a t ' s 

j u s t s l i g h t l y t o t h e l e f t , r u n n i n g a p p r o x i m a t e l y 

i n t h e m i d d l e o f t h e p l a t . 

Q. How have you i d e n t i f i e d f o r us t h e 
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n o n m a r g i n a l w e l l s ? 

A. The n o n m a r g i n a l w e l l s make up t h e 6.92 

ac r e a g e f a c t o r , and a r e d e n o t e d by g r e e n c i r c l e s 

s u r r o u n d i n g t h e w e l l s . 

Q. I s t h e r e a s t r u c t u r a l a d v a n t a g e or a 

s t r u c t u r a l component i n t h e r e s e r v o i r ? 

A. There i s somewhat o f a s t r u c t u r a l 

component i n t h e r e s e r v o i r , 

Q. I s t h e r e a r e l a t i o n s h i p where t h e gas 

w e l l s h i g h e r on s t r u c t u r e w i l l have an a d v a n t a g e 

o v e r w e l l s t h a t a r e l o w e r on s t r u c t u r e ? 

A. Through t i m e , as t h e g a s / w a t e r c o n t a c t 

c o n t i n u e s t o move t o t h e w e s t , we e x p e c t t h a t t h e 

downdip w e l l s w i l l w a t e r o u t and t h e u p d i p w e l l s 

w i l l c o n t i n u e t o p r o d u c e . 

Q. On t h e f a r l e f t s i d e o f t h e d i s p l a y i s 

a t y p e l o g . What does t h a t i l l u s t r a t e ? 

A. The t y p e l o g i l l u s t r a t e s t h e v a r i o u s 

f o r m a t i o n s i n t h e I n d i a n B a s i n - U p p e r Penn p o o l . 

Of p a r t i c u l a r n o t e , t h e Upper Penn i n t e r v a l , 

shaded i n r e d , shows b a s i c a l l y t h e p r o d u c t i v e 

i n t e r v a l f o r t h e Upper Penn p o o l . 

Q. I n r e l a t i o n s h i p t o s t r u c t u r a l p o s i t i o n 

i n t h e r e s e r v o i r , i f t h e Commission a p p r o v e s y o u r 

a l l o w a b l e a d j u s t m e n t l e v e l , do you see any 
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i m p a i r m e n t o f c o r r e l a t i v e r i g h t s among t h e w e l l s 

because o f s t r u c t u r a l p o s i t i o n ? 

A. No, I don ' t . 

Q. L e t ' s t u r n now t o l o o k a t t h e r e s e r v o i 

t h i c k n e s s , i f you w i l l . T h e r e ' s a l i n e o f 

c r o s s - s e c t i o n on E x h i b i t 7. What does t h a t 

i l l u s t r a t e ? 

A. T h i s l i n e o f c r o s s - s e c t i o n c o n n e c t s 

f o u r w e l l s i n t h e I n d i a n B a s i n - U p p e r Penn p o o l , 

b a s i c a l l y s h o w i n g a s t r u c t u r a l component as w e l l 

as c o n n e c t i n g w e l l s t h a t a r e some o f t h e b e t t e r 

w e l l s i n t h e f i e l d . 

Q. Why d i d you want t o examine t h a t i s s u e 

A. We wanted t o see, c o m p a r a t i v e l y , how 

n e t pay s t a c k e d up between w e l l s . 

Q. L e t me t u r n you now t o E x h i b i t No. 8. 

What does t h a t r e p r e s e n t , Mr. Kent? 

A. E x h i b i t No. 8 i s a g r a p h i c a l d e p i c t i o n 

o f t h e n e t pay t h a t we c a l c u l a t e i n each o f t h e 

w e l l s i n t h e c r o s s - s e c t i o n . 

Q. I d e n t i f y f o r us, g o i n g l e f t t o r i g h t , 

t h e w e l l s i n v o l v e d i n t h e c r o s s - s e c t i o n . 

A. The f a r t h e s t m o s t t o t h e l e f t i s t h e 

Bogle F l a t s U n i t #3, l o c a t e d i n S e c t i o n 9, 22 

So u t h , 23 E a s t . I t ' s t h e f u r t h e s t s o u t h w e s t w el 
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on t h e c r o s s - s e c t i o n l i n e . 

0. Has t h a t w e l l b e e n s u b j e c t t o a n y 

r e c o m p l e t i o n s o r w o r k o v e r s ? 

A. Yes., i t h a s . 

Q. Okay. We go t o t h e n e x t o n e , a n d 

w h a t ' s t h a t ? 

A, T h a t ' s t h e B o g l e F l a t s 2, l o c a t e d i n 

S e c t i o n 4 o f 22 S o u t h , 23 E a s t . 

Q. T h a t ' s a n o n m a r g i n a l w e l l ? 

A. T h a t ' s c o r r e c t . 

Q. The n e x t w e l l ? 

A. I s t h e I n d i a n B a s i n "D" # 1 , w h i c h i s 

o p e r a t e d by M a r a t h o n . I t ' s i n S e c t i o n 34 o f 21 

S o u t h , 23 E a s t . 

Q. And t h e l a s t w e l l on t h e c r o s s - s e c t i o n ? 

A. I s M a r a t h o n ' s I n d i a n B a s i n "C" # 1 , 

l o c a t e d i n S e c t i o n 26 o f 21 S o u t h , 23 E a s t . 

Q. What do y o u c o n c l u d e a b o u t e x a m i n i n g 

t h e n e t p a y i n t h e r e s e r v o i r t h a t t h e o p e r a t o r s 

h a v e an o p p o r t u n i t y t o p r o d u c e t h e g a s f r o m ? 

A. T h e r e i s a s i g n i f i c a n t d i f f e r e n c e 

b e t w e e n t h e n e t p a y i n t h e v a r i o u s w e l l s i n t h i s 

f i e l d . 

Q. How i s t h a t r e l a t e d t o t h e s t r u c t u r e , 

i f a t a l l ? 
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A. The w e l l s . , a t l e a s t on t h i s 

c r o s s - s e c t i o n , t h e w e l l s t h a t a r e f u r t h e r u p d i p 

a l s o have more pay. 

Q. T u r n now t o E x h i b i t No. 9. Would you 

i d e n t i f y and d e s c r i b e t h a t f o r us? 

A. E x h i b i t No. 9 i s a l o g c r o s s - s e c t i o n 

w h i c h t o o k two o f t h e w e l l s we were l o o k i n g a t on 

E x h i b i t 8. I p l a c e d t h e s o n i c l o g s s i d e by s i d e 

t o g i v e an i l l u s t r a t i o n o f e x a c t l y what t h e 

d i f f e r e n c e s were i n t h e pay between t h o s e two 

we l i s . 

Q. What does t h i s show you? 

A. Q u a l i t a t i v e l y , i t shows t h a t t h e Bog l e 

F l a t s U n i t #3, w h i c h i s l o c a t e d on t h e l e f t , has 

s i g n i f i c a n t l y more pay, t h a n t h e I n d i a n B a s i n "D" 

#1 w e l l , w h i c h i s t h e l o g shown on t h e r i g h t . 

Q. I n t e r m s o f e s t a b l i s h i n g an a l l o w a b l e 

a t t h e l e v e l y o u ' r e r e q u e s t i n g f o r t h e summer 

p e r i o d , what e f f e c t does r e s e r v o i r t h i c k n e s s have 

upon t h a t d e c i s i o n ? 

A. I t has no e f f e c t on t h a t d e c i s i o n . 

Q. Summarize f o r us, Mr. K e n t , what you 

p r o p o s e t o a c c o m p l i s h w i t h t h e a d j u s t m e n t . 

A. What we p r o p o s e t o a c c o m p l i s h w i t h our 

a d j u s t m e n t i s t h e e s t a b l i s h m e n t o f an F l f a c t o r 
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o f 1 9 6 ,500 Mcf p e r m o n t h , w h i c h i s a c o n t i n u a t i o n 

f r o m t h e w i n t e r p e r i o d . 

I t a l s o r e f l e c t s t h e c u r r e n t p r o d u c t i v e 

c a p a c i t y o f t h e f i e l d , a n d i t a l s o p r o v i d e s t h e 

o p e r a t o r s t h e o p p o r t u n i t y t o p r o d u c e t h e i r g as 

w i t h o u t r e s t r i c t i o n . 

Q. I n t e r m s o f how t h a t p r o d u c t i o n i s 

d i s t r i b u t e d among t h e o p e r a t o r s , i t i s s h a r e d 

p r i n c i p a l l y among w h i c h o p e r a t o r s ? 

A. P r i n c i p a l l y i t ' s s h a r e d among M a r a t h o n , 

C h e v r o n a n d O r y x . 

Q. Do y o u see a n y o p p o r t u n i t y f o r t h e 

i m p a i r m e n t o f c o r r e l a t i v e r i g h t s i f t h e D i v i s i o n 

o r t h e C o m m i s s i o n a c c e p t s y o u r r e c o m m e n d e d 

a d j u s t m e n t ? 

A. No, I d o n ' t . 

MR. KELLAHIN: T h a t c o n c l u d e s my 

e x a m i n a t i o n o f Mr, K e n t , Mr. C h a i r m a n . I move 

t h e i n t r o d u c t i o n o f h i s E x h i b i t s 1 t h r o u g h 9. 

CHAIRMAN LEMAY: E x h i b i t s 1 t h r o u g h 9 

w i l l be a d m i t t e d i n t o t h e r e c o r d w i t h o u t 

o b j e c t i o n . 

Q u e s t i o n s o f t h e w i t n e s s ? C o m m i s s i o n e r 

C a r l s o n ? 

EXAMINATION 
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BY COMMISSIONER CARLSON: 

Q. I f we a c c e p t y o u r r ecommended 

a l l o c a t i o n , w o u l d a n y o f t h e s e w e l l s be c u r t a i l e d 

a t a l l ? 

A. T h e r e w o u l d be f o u r w e l l s t h a t w o u l d be 

c a p a b l e o f p r o d u c i n g i n e x c e s s a n d w o u l d s t a r t 

a c c r u i n g o v e r p r o d u c t i o n , a n d e v e n t u a l l y t h e r e 

w o u l d be a c u r t a i l m e n t . 

COMMISSIONER CARLSON: T h a t ' s a l l I 

h a v e . 

CHAIRMAN LEMAY: C o m m i s s i o n e r W e i s s ? 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. What i s t h e g e n e r a l n a t u r e o f t h e 

w o r k o v e r s ? 

A. Most o f t h e m w e r e r e p e r f o r a t i o n , 

i n s t a l l i n g l a r g e r t u b i n g , m a k i n g m o d i f i c a t i o n s t o 

s u r f a c e f a c i l i t i e s . T h i s r e s e r v o i r , when 

i n i t i a l l y d i s c o v e r e d , was a b o u t 3,000 p o u n d s 

r e s e r v o i r p r e s s u r e . We're down somewhere b e l o w 

1,500. W i t h t h e gas e x p a n s i o n , y o u ' r e s e e i n g a 

l o t l a r g e r p r e s s u r e d r o p s now t h a n w h a t y o u w e r e 

o r i g i n a l l y , w h i c h a c t e d t o c h o k e t h e w e l l s b a c k . 

COMMISSIONER WEISS: T h a t ' s t h e o n l y 

q u e s t i o n I h a d . Tha n k y o u . 
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CHAIRMAN LEMAY: J u s t o n e . 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. A r e y o u s t i l l p u r s u i n g y o u r e f f o r t s t o 

u n i t i z e ? 

A. We've n o t h a d f o r m a l d i s c u s s i o n s w i t h 

t h e o t h e r o p e r a t o r s s i n c e l a s t summer, b u t t h a t 

i s s t i l l an o p t i o n . 

Q. K i n d o f a d e a d o n e , y o u t h i n k ? 

A. I t d e p e n d s on w h a t t h e a t t i t u d e o f some 

o f t h e o t h e r o p e r a t o r s i s . I t was a t t h e p o i n t 

l a s t summer w h e r e i t r e a c h e d a s t a l e m a t e , so i t ' s 

d e p e n d e n t on t h e d e c i s i o n s o f some o f t h e o t h e r 

o p e r a t o r s i n t h e p o o l . 

CHAIRMAN LEMAY: C o m m i s s i o n e r W e i s s ? 

FURTHER EXAMINATION 

3Y COMMISSIONER WEISS: 

0. I d i d n o t i c e t h a t t h e w o r k i n g i n t e r e s t s 

h a v e c h a n g e d s o m e w h a t , n a m e l y O r y x ' s . Does t h a t 

h a v e a n y t h i n g t o do w i t h w h a t y o u ' r e t a l k i n g 

a b o u t ? 

A. Y o u ' r e t a l k i n g a b o u t t h e w o r k i n g 

i n t e r e s t s h a r e o f p r o d u c t i o n ? 

Q. The o w n e r s h i p . 

A. W e l l , t h a t ' s n o t o w n e r s h i p , i t ' s 

RODRIGUEZ REPORTING 
{ 5 0 5 ) 9 8 8 - 1 7 7 2 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

2 0 

2 1 

2 2 

2 3 

24 

2 5 

133 

w o r k i n g i n t e r e s t s h a r e o f gas p r o d u c e d , a n d I 

t h i n k t h a t ' s a d i r e c t r e f l e c t i o n on t h e w o r k t h a t 

O r y x d i d t o i m p r o v e t h e c a p a c i t y o f t h e i r w e l l s . 

Q. You t h i n k t h a t may h a v e s o m e t h i n g t o do 

w i t h u n i t i z a t i o n , o r t h e p r o s p e c t s o f i t ? 

A. I r e a l l y c a n ' t s a y . I d o n ' t know w h a t 

t h e m o t i v a t i o n o f some o f t h e o t h e r c o m p a n i e s 

a r e . 

COMMISSIONER WEISS: T h a n k y o u . 

CHAIRMAN LEMAY: T h a t ' s a l l I h a v e . 

T h a n k y o u , Mr. K e n t . 

MR. KELLAHIN: I h a v e a q u i c k f o l l o w - u p 

q u e s t i o n . 

FURTHER EXAMINATION 

BY MR. KELLAHIN: 

Q. L e t me a d d r e s s C o m m i s s i o n e r W e i s s ' 

i s s u e as a f o l l o w - u p w i t h y o u , Mr. K e n t . 

When y o u l o o k a t E x h i b i t No. 3, on t h e 

s e c o n d c o l u m n f r o m t h e r i g h t y o u ' v e l i s t e d 36 

w e l l s . How many a c t u a l w e l l s a r e t h e r e i n t h e 

p o o l ? 

A. T h e r e ' s a c t u a l l y 38 w e l l s i n t h e p o o l . 

Q. T h e r e a r e t w o w e l l s t h a t C h e v r o n 

o p e r a t e s i n w h i c h C h e v r o n d o e s n ' t h a v e a w o r k i n g 

i n t e r e s t ? 
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A. T h a t ' s c o r r e c t . 

Q. Those t w o w e l l s , t h e w o r k i n g i n t e r e s t , 

i s h e l d by O r y x , i s i t ? 

A. I t ' s O r y x a n d M a r a t h o n . 

Q. So t h e r e ' s a s l i g h t d i f f e r e n c e i n t h e 

w o r k i n g i n t e r e s t v e r s u s o p e r a t o r s h i p , as t h e way 

y o u ' v e t a b u l a t e d i t ? 

A. C o r r e c t . 

Q. A l l r i g h t . I n t e r m s o f e s t a b l i s h i n g an 

a l l o w a b l e , i s i t s t i l l y o u r c o m p a n y ' s p o s i t i o n 

t h a t y o u s u p p o r t c a p a c i t y a l l o w a b l e s f o r t h e 

I n d i a n B a s i n - U p p e r P e n n s y l v a n i a n p o o l ? 

A. Y e s, i t i s . 

Q. B u t i n an e f f o r t t o c o m p r o m i s e a nd 

d e v e l o p an a g r e e a b l e a l l o w a b l e s c h e d u l e , y o u ' r e 

p r o p o s i n g t o m a i n t a i n t h e c u r r e n t a l l o w a b l e f o r 

t h e summer p e r i o d ? 

A. T h a t ' s c o r r e c t . 

Q. So t h o s e a l l o w a b l e s y o u ' r e r e c o m m e n d i n g 

a r e l e s s t h a n c a p a c i t y ? 

A. T h a t ' s c o r r e c t . 

MR. KELLAHIN: A l l r i g h t , s i r . 

CHAIRMAN LEMAY: Tha n k y o u . A d d i t i o n a l 

q u e s t i o n s ? 

Thank y o u , Mr. K e n t . You may be 
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excu s e d . 

MR, KELLAHIN: C a l l John G i l b e r t . 

JOHN P. GILBERT 

H a v i n g been p r e v i o u s l y d u l y sworn upon h i s o a t h , 

was examined and t e s t i f i e d f u r t h e r as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. G i l b e r t , w o u l d you i d e n t i f y 

y o u r s e l f f o r t h e r e c o r d ? 

A. My name i s John P, G i l b e r t , I work 

w i t h M a r a t h o n O i l Company. 

Q. I n what c a p a c i t y a r e you employed, s i r ? 

A. As a n a t u r a l gas m a r k e t i n g 

r e p r e s e n t a t i v e . 

Q. Where do you r e s i d e ? 

A. M i d l a n d , Texas. 

Q. What, i f any, r e s p o n s i b i l i t y do you 

have as a gas m a r k e t e r f o r gas p r o d u c e d o u t o f 

t h e I n d i a n B a s i n - U p p e r P e n n s y l v a n i a n gas p o o l ? 

A. I'm s o l e l y r e s p o n s i b l e f o r m a r k e t i n g 

M a r a t h o n ' s p o r t i o n o f t h e p r o d u c t i o n a t t h e 

t a i l g a t e of t h e I n d i a n B a s i n gas p l a n t . 

Q. I n a d d i t i o n t o m a r k e t i n g M a r a t h o n ' s 

s h a r e o f t h a t gas, a r e you a l s o f a m i l i a r w i t h 

what t h e o t h e r o p e r a t o r s a r e d o i n g i n t e r m s o f 
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m a r k e t i n g t h e i r gas? 

A. Yes; n o t a c t u a l l y k n o w i n g t h e i r 

m a r k e t s , b u t I do know t h e i r n o m i n a t i o n s a t t h e 

t a i l g a t e o f t h e p l a n t and t h e amount t h a t t h e y ' r e 

s e l l i n g . 

Q. I n y o u r o p i n i o n , i s t h e r e a d e q u a t e 

m a r k e t demand t o ma r k e t a l l t h e gas t h a t w o u l d be 

p r o d u c e d f r o m t h e p o o l i f t h e Commission a d o p t s 

Mr. K e n t ' s p r o p o s e d a d j u s t m e n t ? 

A. Yes, s i r , t h e r e ' s more t h a n enough 

marke t . 

Q. Give us a q u i c k summary w i t h r e g a r d s t o 

t h e I n d i a n B a s i n - U p p e r Penn, o f what m a r k e t 

c o n d i t i o n s a r e and what you f o r e c a s t them t o be 

f o r t h i s p o o l f o r t h e n e x t p r o r a t i o n p e r i o d . 

A. As I j u s t s t a t e d , t h e r e ' s enormous 

o p p o r t u n i t y t o market a t I n d i a n B a s i n . I t ' s a 

w o n d e r f u l p l a c e t o own gas. Not o n l y can t h a t 

gas f l o w w e s t , t o C a l i f o r n i a , a c t u a l l y , most o f 

our m a r k e t i s i n t h e n o r t h e a s t . That gas can 

a l s o be b r o u g h t t o t h e G u l f Coast v i a t h e Waha 

hub i n West Texas. We see no l i m i t e d m a r k e t 

c a p a b i l i t i e s w h a t s o e v e r . 

Q. Do you see any s e a s o n a l c y c l e t o t h e 

market demand f o r p r o d u c t i o n o u t o f t h i s p o o l ? 
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A. No, s i r . 

MR. KELLAHIN: No f u r t h e r q u e s t i o n s . 

CHAIRMAN LEMAY: Q u e s t i o n s o f t h e 

w i t n e s s ? Commissioner C a r l s o n ? 

EXAMINATION 

BY COMMISSIONER CARLSON: 

Q. Where do you ma r k e t t h a t gas c u r r e n t l y " 7 

A. We have a p a c k a g e — t h i s i s M a r a t h o n ' s 

p o r t i o n — c u r r e n t l y g o i n g t o t h e n o r t h e a s t , 

p a r t i c u l a r l y I n d i a n a . I p r e f e r n o t t o e l a b o r a t e 

my e x a c t m a r k e t because my c o m p e t i t i o n i s i n t h e 

room. 

We a l s o have a package g o i n g t o t h e 

G u l f Coast. We have t h i s month, t h e month o f 

F e b r u a r y , a package g o i n g t o i n t r a s t a t e New 

Mex i c o , and one s m a l l package g o i n g t o 

C a l i f o r n i a . 

Q, Are t h o s e w a r r a n t y c o n t r a c t s ? Are t h e y 

t i e d s p e c i f i c a l l y t o I n d i a n B a s i n gas w e l l s ? 

A. 21 m i l l i o n c u b i c f e e t o f t h e 33 m i l l i o n 

I m arket t h e r e a r e g o i n g t o p r o d u c t i o n - g u a r a n t e e d 

c o n t r a c t s y e a r - r o u n d , l o n g - t e r m . We worked h a r d 

f o r t h o s e c o n t r a c t s and we're v e r y p r o u d o f 

them . 

11 m i l l i o n a day i s g o i n g t o s p o t 
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m a r k e t f o r t h e m o n t h o f F e b r u a r y . H o w e v e r , 

c o m m e n c i n g day a f t e r t o m o r r o w , M a r c h 1 s t , 10 

m i l l i o n i s g o i n g t o a n o t h e r l o n g - t e r m m a r k e t i n 

t h e E a s t . 

Q. A r e t h e y s p e c i f i c a l l y t i e d t o t h e 

I n d i an B a s i n ? 

A. Yes, s i r , t h e y a r e . W i t h t h e 

t r a n s p o r t a t i o n i n v o l v e d i n t h e v a r i o u s p i p e l i n e s , 

t h e p a c k a g e o f gas i s g u a r a n t e e d f r o m I n d i a n 

B a s i n . 

COMMISSIONER CARLSON: T h a t ' s a l l I 

h a v e . 

CHAIRMAN LEMAY: C o m m i s s i o n e r W e i s s ? 

COMMISSIONER WEISS: No q u e s t i o n s . 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. What w o u l d h a p p e n i f t h e I n d i a n B a s i n 

f i e l d , f o r some r e a s o n , was s h u t down? W o u l d 

t h a t mean y o u w o u l d be i n d e f a u l t o f y o u r 

c o n t r a c t s ? 

A. W e l l , we w o u l d n o t l e t t h a t h a p p e n . We 

h a v e o t h e r r e s e r v e s we w o u l d h a v e t o r o u t e , e v e n 

i f i t ' s a t a l o s s . W e ' l l b a c k up o u r c o n t r a c t s 

w i t h p r o d u c t i o n . I n f a c t , when t h e t u r n - a r o u n d 

i s g e a r e d up f o r J u n e o f 93, w e ' r e a l r e a d y m a k i n g 
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t h o s e a r r a n g e m e n t s t o s e r v e our c o n t r a c t s w i t h 

o t h e r p r o d u c t i o n . 

Q. So,, t h e n , t h e p r o d u c t i o n f r o m t h e 

I n d i a n B a s i n i s n ' t t h e s o l e g u a r a n t o r o f y o u r 

m a r k e t i n g c o n t r a c t s ? 

A. Not t h e s o l e g u a r a n t o r , b u t w i t h t h e 

way t h e t r a n s p o r t a t i o n f i t s and t h e way we p r i c e d 

our c o n t r a c t s , had I n d i a n B a s i n i n mind. 

Q. You had I n d i a n B a s i n i n mind? 

A. I n mind, a b s o l u t e l y . 

Q. I t ' s n o t s p e c i f i e d i n y o u r c o n t r a c t s ? 

A. I t ' s n o t s p e c i f i e d . I t ' s one o f t h e 

d e l i v e r y p o i n t s c i t e d i n t h e c o n t r a c t , and t h a t ' s 

t h e gas we p r e f e r t o use. However, i f we have t o 

r e r o u t e a t a l o t , we w i l l do i t t o g u a r a n t e e our 

c o n t r a c t s . 

Q. There a g a i n , t h a t ' s M a r a t h o n ' s c h o i c e 

and n o t a s p e c i f i c c o n d i t i o n o f t h e market 

r e q u e s t i n g I n d i a n B a s i n gas? 

A. S i r ? 

Q. I t ' s n o t a s p e c i f i c c r i t e r i a i n t h e 

c o n t r a c t ? I n o t h e r w o r d s, y o u r b u y e r s d i d n ' t 

s p e c i f i c a l l y r e q u e s t I n d i a n B a s i n gas, and 

d e f a u l t w o u l d r e s u l t i f t h e y d i d n ' t g e t i f ? 

A. T h a t ' s a c c u r a t e . 
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CHAIRMAN LEMAY: Okay. Thank you. Any 

more q u e s t i o n s ? Thank you v e r y much, Mr. 

G i l b e r t . 

MR. KELLAHIN: Mr. Chairman, I w o u l d 

l i k e t o c a l l Mr. R i c k H a l l f r o m Oryx Energy 

Company. 

RICHARD W. HALL 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

0, Mr. H a l l , w o u l d you p l e a s e s t a t e y o u r 

name and o c c u p a t i o n ? 

A. My name i s R i c h a r d W. H a l l , and I work 

f o r Oryx Energy Company. 

Q. I n what c a p a c i t y , s i r ? 

A. I'm a p r o d u c t i o n / o p e r a t i o n s e n g i n e e r 

f o r Oryx. 

Q. Where do you r e s i d e ? 

A. D a l l a s , Texas. 

Q. At t h e p r i o r a l l o w a b l e h e a r i n g b e f o r e 

t h e Commission i n August o f 92, were you an 

e x p e r t w i t n e s s on t h i s s u b j e c t f o r y o u r company? 

A. Yes, s i r , I was. 

Q. Have you c o n t i n u e d i n t h a t c a p a c i t y f o r 
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yo u r company and now have r e c o m m e n d a t i o n s f o r an 

a l l o w a b l e f o r t h e I n d i a n B a s i n - U p p e r 

P e n n s y l v a n i a n gas p o o l ? 

A , Yes.. I d o . 

MR, KELLAHIN: We Tender Mr. H a l l as a 

e x p e r t w i t n e s s . 

CHAIRMAN LEMAY: H i s qua 1 :'f i c a t i ons a r e 

a c c e p t a b l e . 

Q. Mr. H a l l , summarize f o r us what y o u r 

company's p o s i t i o n i s w i t h r e g a r d s t o a l l o w a b l e s 

f o r t h e summer p r o r a t i o n p e r i o d f o r t h i s p o o l . 

A. Our company's p o s i t i o n i s t h e same as 

M a r a t h o n ' s . I t i s t o r e q u e s t an a d j u s t m e n t i n 

t h e p r o p o s e d a l l o w a b l e f o r an F l f a c t o r o f 

196,500 Mcf. We w o u l d l i k e t o keep t h e same 

l e v e l i n t h e w i n t e r t h r o u g h t h e summer. 

Q. I d e n t i f y f o r u s , Mr. H a i l , what i s 

c o n t a i n e d on E x h i b i t No. 1. 

A. E x h i b i t No. 1 i s a l e t t e r s t a t i n g 

Oryx's p o s i t i o n t o Mr. L a r r y Van Ryan, a s k i n g 

t h a t t h e acr e a g e a l l o c a t i o n f a c t o r o f 196,500 be 

c o n s i d e r e d f o r t h e I n d i a n B a s i n - U p p e r Penn p o o l . 

Q. L e t ' s t u r n t o E x h i b i t No. 2, and 

d e s c r i b e f o r us t h e r e a s o n s why y o u ' r e r e q u e s t i n 

an a l l o w a b l e a t t h i s l e v e l . 
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A. As m e n t i o n e d by M a r a t h o n , O r y x h a s done 

e x t e n s i v e w e l l w o r k i n t h i s f i e l d a n d h a s 

c o n t i n u e d t h r o u g h t h e w i n t e r p e r i o d . To d a t e 

we've s p e n t $ 6 0 4 , 0 0 0 on c a p i t a l a n d e x p e n s e 

o u t l a y s t o w o r k o u r w e l l s o v e r . 

We a l s o h a v e p r o p o s e d s p e n d i n g o f 

$ 1 5 0 , 0 0 0 on t h e t a b l e t h a t we w o u l d l i k e t o 

c o n t i n u e , f o r a t o t a l o f $ 7 5 4 , 0 0 0 i n t h i s f i e l d . 

0. T u r n now t o E x h i b i t No, 3 a n d i d e n t i f y 

t h a t f o r u s . 

A. E x h i b i t No, 3 i s a w e l l - b y - w e l l 

b r e a k d o w n o f p r o d u c t i o n o f t h e w e l l s t h a t O r y x 

o p e r a t e s , f o r t h e w i n t e r p e r i o d . 

The m i d d l e c o l u m n i s a l i s t i n g o f t h e 

p r o r a t i o n s c h e d u l e p u b l i s h e d f o r u s and t o t a l s 

3 8 5 , 4 7 4 M c f . 

0. S t o p a moment. Where does t h a t number 

come f r o m ? 

A. T h a t comes f r o m t h e OCD's p u b l i s h e d 

O c t o b e r t h r o u g h M a r c h o r w i n t e r a l l o w a b l e b o o k . 

Q. Does t h i s r e p r e s e n t t h e a l l o w a b l e 

a s s i g n e d t o t h o s e w e l l s ? 

A. Y e s, s i r , i t r e p r e s e n t s t h e a l l o c a t i o n 

f o r t h e s e w e l l s as a m a r g i n a l b a s i s . 

0. I n t e r m s o f t h e a l l o w a b l e , how much o f 
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t h a t a l l o w a b l e h a v e y o u a c t u a l l y p r o d u c e d f o r 

e a c h o f t h o s e w e l l s ? 

A. T h a t ' s t h e r i g h t - h a n d c o l u m n . We've 

e x c e e d e d t h e a l l o w a b l e on a l l t h o s e w e l l s — I 

s h o u l d n ' t s a y " a l l o w a b l e , " t h e a l l o c a t i o n o f a l l 

t h o s e w e l l s , w h i c h y o u c a n see i n t h e r i g h t - h a n d 

c o l u m n . T h i s i s w h a t w e ' r e p r e d i c t i n g we w i l l 

p r o d u c e t h r o u g h t h e end o f M a r c h . 

Q. What's y o u r p o i n t ? 

A. The p o i n t i s , as M a r a t h o n t a l k e d a b o u t , 

t h e m a r g i n a l w e l l s a r e u s i n g up t h e a l l o t t e d 

p r o d u c t i o n o r t h e y ' r e e x c e e d i n g t h e a l l o t t e d 

p r o d u c t i o n , and t h i s i s p a r t o f t h a t r e a s o n i n g i n 

t h e w o r k o v e r s o f t h e w e l l s . And, as y o u s e e , no 

w e l l s w i l l v i o l a t e t h e a d j u s t e d a l l o w a b l e o f 

196,495 t h a t was g i v e n t o us r e c e n t l y . 

Q. Do y o u f o r e c a s t a n y l e s s e n i n g o f m a r k e t 

demand i n t h i s f o r t h c o m i n g summer p e r i o d t h a n y o u 

c u r r e n t l y h a v e f o r t h e w i n t e r p e r i o d ? 

A. No, we d o n ' t . 

0. T u r n now t o E x h i b i t No. 4. and i d e n t i f y 

a n d d e s c r i b e t h a t f o r u s . 

A. E x h i b i t No. 4 i s a s i m i l a r s l i d e w i t h 

t h e summer p e r i o d . The l e f t - h a n d c o l u m n a r e t h e 

w e i l names, t h e c e n t e r c o l u m n i s t h e p u b l i s h e d 
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a l l o c a t i o n f o r A p r i l 92 t h r o u g h S e p t e m b e r o f 9 2 , 

t h e l a s t summer p e r i o d . 

What I'm d o i n g , I'm c o m p a r i n g summer 

p e r i o d s , w h a t I t h i n k o u r w e l l s a r e g o i n g t o make 

o r an e s t i m a t e , v e r s u s w h a t t h e y w e r e s c h e d u l e d 

p r e v i o u s l y . 

Q. The p r e l i m i n a r y s c h e d u l e i n t r o d u c e d by 

t h e D i v i s i o n shows a n o n m a r g i n a l m o n t h l y a c r e a g e 

f a c t o r o f j u s t o v e r 1 7 2 , 0 0 0 - -

A. C o r r e c t , 

0. — f o r t h i s , a n d t h a t ' s b a s e d u p o n 

h i s t o r i c p r o d u c t i o n f o r t h e summer o f 92. 

I n y o u r o p i n i o n , i s t h a t r e p r e s e n t a t i v e 

o f w h a t w i l l be t h e m a r k e t demand f o r g as 

p r o d u c t i o n f o r t h e summer o f 93? 

A. No, i t ' s n o t . We b e l i e v e t h a t t h e 

demand we h a v e now w i l l c o n t i n u e t h r o u g h t h e 

summer. I f w e ' r e h e l d t o t h a t n u m b e r , as you. c a n 

see i n t h e r i g h t - h a n d c o l u m n , f o u r o f o u r f i v e 

w e l l s w i l l e x c e e d t h a t v o l u m e a n d w i l l be 

g a t h e r i n g o v e r a g e s . 

Q. T u r n t o E x h i b i t 5, a n d - -

A. L e t me make one more p o i n t a b o u t t h a t 

e x h i b i t . 

Q. Yes, s i r . 
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A. T h e r e i s one w e i i , t h e F e d e r a l 2 8 - 1 . 

We're p r e d i c t i n g 2 1 2 , 8 0 0 Mcf p e r m o n t h , t h a t w i l l 

e x c e e d e v e n o u r p r o p o s e d a l l o w a b l e o f 196,50 0. 

Q, So y o u c a n a t l e a s t f o r e c a s t a t l e a s t 

o n e , i f n o t more o f y o u r w e l l s , as b e i n g 

n o n m a r g i n a l and c a p a c i t y c u r t a i l e d ? 

A. Y e s, s i r . 

0. A l l r i g h t . Go t o No. 5 now a n d 

i d e n t i f y t h a t f o r u s . 

A, No. 5 i s a p l o t o f p r o d u c t i o n v o l u m e 

f o r t h e O r y x E n e r g y - o p e r a t e d w e l l s . I t ' s 

b a s i c a l l y t h e p r e v i o u s s l i d e s , t h e p r o d u c t i o n 

summed on a d a i l y b a s i s . 

The f i r s t d o w n w a r d s p i k e , as we 

m e n t i o n e d , i s a p l a n t down t i m e . The s e c o n d i s 

a l s o p l a n t down t i m e . T h e n , i n 1 9 9 2 , y o u see an 

u p w a r d t r e n d b e g i n due t o t h e w o r k o v e r s t h a t 

we've t a l k e d a b o u t , And y o u ' l l a l s o n o t e t h a t 

t h e r e i s no summer a d j u s t m e n t i n 9 2 , a n d we d o n ' t 

e x p e c t a n y i n 93. 

0. T h i s t r a c k s p r o d u c t i o n f r o m y o u r w e l l s , 

m a r g i n a l a n d n o n m a r g i n a l ? 

A. Yes, s i r , t h e s u m m a t i o n . 

0. A l l r i g h t . E x h i b i t No. 6, i d e n t i f y and 

d e s c r i b e t h a t f o r u s , p l e a s e . 
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A. E x h i b i t No, 6 i s a l e t t e r f r o m o u r gas 

m a r k e t i n g g r o u p o r gas m a r k e t i n g company, O r y x 

Gas M a r k e t i n g , a nd i t w e l c o m e s t h e o p p o r t u n i t y t o 

s e r v i c e a d d i t i o n a l gas d e l i v e r a b i l i t y a t t h e 

I n d i a n B a s i n p l a n t . 

I t a l s o m e n t i o n s t h a t we do m a r k e t o u r 

gas i n t h e West C o a s t , t h e M i d w e s t , a n d t h e T e x a s 

G u l f C o a s t , n o t o n l y j u s t C a l i f o r n i a c o m p a n i e s . 

Q. As y o u u n d e r s t a n d i t , d o e s y o u r company 

h a v e s u f f i c i e n t m a r k e t demand f o r y o u r s h a r e o f 

gas t o p r o d u c e up t o t h e a l l o w a b l e l e v e l y o u ' r e 

r e q u e s t i n g t h e C o m m i s s i o n a d o p t ? 

A. Y e s, s i r . 

MR. KELLAHIN: T h a t c o n c l u d e s my 

e x a m i n a t i o n o f Mr. H a l l . We w o u l d move t h e 

i n t r o d u c t i o n o f h i s E x h i b i t s 1 t h r o u g h 6. 

CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n , 

E x h i b i t s 1 t h r o u g h 6 w i l l be a d m i t t e d i n t o t h e 

r e c o r d . 

Q u e s t i o n s o f t h e w i t n e s s ? 

COMMISSIONER CARLSON: No q u e s t i o n s . 

CHAIRMAN LEMAY: C o m m i s s i o n e r W e i s s ? 

EXAMINATION 

BY COMMISSIONER WEISS: 

0. I w o u l d h a v e t h e same q u e s t i o n a b o u t 
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u n i t i z a t i o n . Has i t b e e n b r o u g h t up a g a i n w i t h 

O r y x . 

A. I n f o r m a l l y we've t a l k e d w i t h M a r a t h o n , 

a n d we f a v o r u n i t i z a t i o n . T h a t ' s O r y x ' s 

pos i t i o n . 

COMMISSIONER WEISS: T h a n k y o u . 

CHAIRMAN LEMAY: I h a v e a q u e s t i o n on 

c o m p r e s s o r s . 

EXAMINATION 

BY CHAIRMAN LEMAY: 

0. You. h a v e t w o c o m p r e s s o r s y o u ' v e 

i n s t a 1 l e d ? 

A. Y es, s i r . 

Q. Do y o u know how many c o m p r e s s o r s t h e r e 

a r e ? I s t h a t a l l y o u h a v e on y o u r w e l l s ? You 

h a v e c o m p r e s s o r s on t w o w e l l s ? 

A. We h a v e c o m p r e s s i o n on t w o w e l l s , y e s , 

s i r . 

Q. Do y o u know how t h e c o m p e t i t i o n i s 

f a r i n g w i t h c o m p r e s s o r s ? How many t h e y h a v e ? 

A. I b e l i e v e M a r a t h o n h a s s e v e r a l 

c o m p r e s s o r s . I d o n ' t know a b o u t C h e v r o n . I 

d o n ' t t h i n k t h e y h a v e as many as e i t h e r one o f 

us . 

Q. I n a c o m p e t i t i v e s i t i a a t i o n l i k e t h a t , 
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w i t h c o m p r e s s o r s , how does t h a t a f f e c t what 

y o u ' r e r e q u e s t i n g i n t e r m s o f a l l o w a b l e ? Would 

you add more c o m p r e s s o r s w i t h h i g h e r a l l o w a b l e s ? 

Are t h e c o m p r e s s o r s t h e r e t o g a i n c o m p e t i t i v e 

a d v a n t a g e s ? 

Or, maybe you can answer t h i s 

q u e s t i o n . Would i t be b e t t e r t o p u t t h e 

compressor a t t h e p l a n t r a t h e r t h a n t h e w e l l s 

f i g h t i n g each o t h e r f o r an a d v a n t a g e w i t h 

c o m p r e s s o r s ? 

A. Boy, t h a t ' s a d i f f i c u l t q u e s t i o n . I t 

r e a l l y j u s t depends on t h e w e l l . Some w e l l s you 

d o n ' t r e q u i r e c o m p r e s s i n g because t h e y ' r e b e t t e r 

w e l l s . The 1 o w e r - s t r u c t u r e w e l l s a r e p r o b a b l y 

g o i n g t o need c o m p r e s s i o n because you have some 

w a t e r i n f l u x t h a t ' s h u r t i n g , and t h a t ' s our 

s i t u a t i o n . Our w o r s t w e l l s have c o m p r e s s o r s on 

them; our b e s t w e l l s d o n ' t . 

0. They d o n ' t . That was my n e x t q u e s t i o n . 

Your n o n m a r g i n a l w e l l s do n o t have c o m p r e s s i o n ? 

A. N e i t h e r n o n m a r g i n a l w e l l has 

c o m p r e s s i o n , y e s , s i r . 

CHAIRMAN LEMAY; Thank you. Any o t h e r 

q u e s t i o n s ? You may be ex c u s e d . Thank you v e r y 

much . 
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Mr. C a r r ? 

MR. CARR: May i t p l e a s e t h e 

C o m m i s s i o n , a t t h i s t i m e I w o u l d c a l l B r i a n 

H u z z e y t o t e s t i f y f o r C h e v r o n . 

BRIAN HUZZEY 

H a v i n g b e e n f i r s t d u l y s w o r n u p o n h i s o a t h , was 

e x a m i n e d a n d t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

Q. W o u l d y o u s t a t e y o u r name f o r t h e 

r e c o r d , p l e a s e ? 

A. B r i a n H u z z e y . 

Q. Where do y o u r e s i d e ? 

A. M i d l a n d , T e x a s . 

0. By whom a r e y o u e m p l o y e d ? 

A, C h e v r o n , U.S.A. 

0. I n w h a t c a p a c i t y ? 

A. As a p r o d u c t i o n a n d r e s e r v o i r e n g i n e e r . 

0. Mr. H u z z e y , h a v e y o u p r e v i o u s l y 

t e s t i f i e d b e f o r e t h e O i l C o n s e r v a t i o n C o m m i s s i o n ? 

A . No . 

Q. C o u l d y o u b r i e f l y s u m m a r i z e y o u r 

e d u c a t i o n a l b a c k g r o u n d a n d t h e n r e v i e w y o u r w o r k 

e x p e r i e n c e ? 

A. I g r a d u a t e d f r o m West V i r g i n i a 
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U n i v e r s i t y w i t h a B.S. i n p e t r o l e u m e n g i n e e r i n g 

i n May o f 1982. I w e n t t o w o r k f o r G u l f O i l 

Company i n June o f 1982, a n d h a v e b e e n w i t h 

G u l f / C h e v r o n s i n c e t h a t t i m e . 

I ' v e w o r k e d as a f a c i l i t i e s o r 

e q u i p m e n t e n g i n e e r , f i e l d e n g i n e e r , p r o d u c t i o n 

e n g i n e e r , r e s e r v e s e n g i n e e r , r e s e r v o i r e n g i n e e r , 

a nd now I'm c u r r e n t l y a p r o d u c t i o n a n d r e s e r v o i r 

e n g i n e e r . 

Q. A r e y o u f a m i l i a r w i t h how a l l o w a b l e s 

a r e s e t f o r t h e p r o r a t e d gas p o o l s i n 

S o u t h e a s t e r n New M e x i c o ? 

A, Y es, l a m . 

0. And h a v e y o u r e v i e w e d t h e p r e l i m i n a r y 

a l l o w a b l e s f o r t h e I n d i a n B a s i n - U p p e r Penn p o o l 

f o r t h e p e r i o d f r o m A p r i l t h r o u g h S e p t e m b e r o f 

1993? 

A. Yes, I h a v e . 

0. A r e y o u f a m i l i a r w i t h C h e v r o n ' s 

o p e r a t i o n s i n t h i s p o o l ? 

A. Yes. 

MR. CARR: A r e t h e w i t n e s s ' 

q u a l i f i c a t i o n s a c c e p t a b l e . 

CHAIRMAN LEMAY: T h e y ' r e a c c e p t a b l e . 

0. Mr. H u z z e y , c o u l d y o u r e f e r t o w h a t h a s 

RODRIGUEZ REPORTING 
( 5 0 5 ) 9 8 8 - 1 7 7 2 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

2 3 

2 4 

2 5 

15 1 

b e e n m a r k e d C h e v r o n E x h i b i t No. 1 , and r e v i e w -

t h a t f o r t h e C o m m i s s i o n , p l e a s e ? 

A. Yes. T h i s e x h i b i t shows t h e I n d i a n 

B a s i n - U p p e r Penn p o o l p r o d u c t i o n by o p e r a t o r f o r 

November o f 1992. I f y o u ' l l n o t e i n t h e l e g e n d , 

i t a l s o shows an i n c r e m e n t a l i n c r e a s e on t h e 

C h e v r o n p o r t i o n o f t h i s g r a p h i c , s h o w i n g t h e 

r e s u l t s o f o u r w o r k o v e r e f f o r t s i n December and 

J a n u a r y . 

Q. The t o t a l , 4 0.10 p e r c e n t , r e f l e c t s 

w h a t ? 

A. C h e v r o n ' s g r o s s November p r o d u c t i o n a nd 

t h e i n c r e m e n t a l p r o d u c t i o n f r o m t h e w o r k we've 

p e r f o r m e d i n December a n d J a n u a r y . 

0. A l l r i g h t . Now l e t ' s go t o C h e v r o n 

E x h i b i t No. 2. I d e n t i f y t h a t f o r u s , p l e a s e ? 

A. T h i s i s a p l o t o f t h e I n d i a n B a s i n 

p o o l , C h e v r o n - o p e r a t e d p r o d u c t i o n , a n d t h e r e a r e 

t h r e e a r e a s o f t h i s g r a p h t h a t I w o u l d l i k e t o 

n o t e . 

On t h e f a r l e f t y o u ' l l n o t e , a b o u t 

O c t o b e r 1 4 t h a n d 1 5 t h , we r e m o v e d t h e c h o k e s f r o m 

a l l o f o u r w e l l s , a n d t h i s r e s u l t e d i n an 

i n c r e m e n t a l i n c r e a s e o f a p p r o x i m a t e l y 3,700 Mcf 

p e r d a y . 
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The p r o d u c t i o n t h e n s t a b i l i z e d 

t h o u g h o u t November, w h i l e we d i d g e o l o g i c a l and 

e n g i n e e r i n g work t o d e t e r m i n e what e l s e we s h o u l d 

p r o c e e d w i t h . I n December, we s t a r t e d d o i n g 

t u b i n g c h a n g e o u t s and some a c i d work, r e p e r f and 

a c i d work, w h i c h r e s u l t e d i n a n o t h e r i n c r e m e n t a l 

i n c r e a s e o f a p p r o x i m a t e l y 11,000 Mcf per day. 

Q. A n y t h i n g e l s e on E x h i b i t No. 2? 

A. W e l l , t h e o n l y o t h e r p o i n t o f i n t e r e s t 

i s t h e I n d i a n B a s i n gas p l a n t had p r o b l e m s i n 

J a n u a r y , w h i c h s i g n i f i c a n t l y c u r t a i l e d 

p r o d u c t i o n . 

Q. B a s i c a l l y , E x h i b i t No. 2 shows r e s u l t s 

o f Chevron's e f f o r t s t o w o r k o v e r c e r t a i n w e l l s in. 

t h i s p o o l s i n c e t h e l a s t a l l o w a b l e h e a r i n g ? 

A. The m a j o r i t y o f t h e w e l l s o p e r a t e d by 

Chevron have now been worked on t o p r o t e c t our 

r i g h t s . 

Q. A l l r i g h t . W e l l , l e t ' s now move t o 

E x h i b i t No. 3. Can you i d e n t i f y and e x p l a i n what 

t h i s i s d e s i g n e d t o show? 

A. T h i s shows t h e t y p i c a l t y p e o f work 

t h a t we've p e r f o r m e d on I n d i a n B a s i n w e l l s . 

T h i s i s Chevron's F e d e r a l Gas Com "33" # 1 , and i n 

t h i s p a r t i c u l a r w e l l we r e c e i v e d a 6 80 Mcf per 
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day i n c r e a s e by r e m o v i n g t h e c h o k e . T h i s 

s t a b i l i z e d f o r a p p r o x i m a t e l y a m o n t h , m o n t h a nd a 

h a l f . 

We d i d a t u b i n g c h a n g e o u t f r o m 2-3/8 t o 

3-1/2" a n d r e c e i v e d a 1,500 Mcf a d a y i n c r e a s e . 

And t h e n i n J a n u a r y we p e r f o r m e d some p e r f o r a t i o n 

a n d a c i d w o r k , w h i c h a d d e d a n o t h e r 750 Mcf p e r 

day . 

E i g h t o f o u r t e n w e l l s h a v e b e e n w o r k e d 

on a t t h i s t i m e . 

0. L e t ' s go t o E x h i b i t No. 4. I d e n t i f y 

t h e w e l l a n d t h e n e x p l a i n t o t h e C o m m i s s i o n w h a t 

t h i s e x h i b i t i s d e s i g n e d t o show. 

A. T h i s i s C h e v r o n ' s B o g l e F l a t s U n i t # 3 , 

p r e v i o u s l y m e n t i o n e d by M a r a t h o n . I t h a s shown 

s i g n i f i c a n t i n c r e a s e s i n p r o d u c t i o n , f r o m 

a p p r o x i m a t e l y 4,000 Mcf p e r d a y p r i o r t o o u r 

w o r k , t o a c u r r e n t r a t e o f a p p r o x i m a t e l y 7,500 t o 

7,600 Mcf p e r d a y . 

I f y o u ' l l n o t e on t h e r i g h t - h a n d s i d e , 

t h a t i s t h e w i n t e r a l l o w a b l e i n t h e d a r k l i n e , 

a n d shows t h i s w e l l c o n s i s t e n t l y e x c e e d s t h e 

w i n t e r a l l o w a b l e . 

Q. I s t h i s C h e v r o n ' s t o p p r o d u c e r i n t h e 

p o o l ? 
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A . Th i s i s c u r r e n t l y our t o p p r o d u c e r i n 

t h e p o o l . 

Q • And i t i s c a p a b l e o f o v e r p r o d u c i n g t h e 

a l l o w a b l e , b o t h t h e e x i s t i n g and t h e recommended 

a l l o w a b l e , i s t h a t co r r e c t ? 

A . That i s c o r r e c t . 

0 . What i s Exh i b i t No. 5? 

A . E x h i b i t No. 5 i s a n o t h e r one o f our 

s u c c e s s f u 1 w o r k o v e r s . I n t h i s e x h i b i t you can 

n o t e , bac k i n Oc t o b e r , a g a i n , t h a t we had a 600 

t o 8 0 0 Mc f a day i n c r ease j u s t by r e m o v i n g t h e 

chokes. 

I n t h i s w e l 1, t h e o n l y o t h e r work t h a t 

has been per f o r m e d a t t h i s t i m e , we changed o u t 

t h e t u b i n g s i z e , i n c r e a s e d t h e t u b i n g s i z e , a nd 

r e c e i v e d a p p r o x i m a t e l y a 2,200 Mcf a d a y i n c r e a s e 

f r o m t h i s w o r k . T h i s w e l l a l s o c o n s i s t e n t l y 

p r o d u c e s o v e r t h e w i n t e r a l l o w a b l e . 

0. And now E x h i b i t No. 6? 

A. E x h i b i t No. 6 i s t h e Fed Com "33" #1 

a g a i n , a n d i n t h i s w e l l we d i d g e t r e s u l t s f r o m 

b o t h t h e c h o k e r e m o v a l , t u b i n g c h a n g e o u t , a nd t h e 

a c i d w o r k . I t i s s l i g h t l y o v e r t h e w i n t e r 

a l l o w a b l e a nd has b e e n c o n s i s t e n t so f a r , on a 

d a i l y b a s i s , o f p r o d u c i n g s l i g h t l y o v e r t h e 
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w i n t e r a l l o w a b l e . 

Q. What i s t h e p u r p o s e o f p r e s e n t i n g t h i s 

i n f o r m a t i o n t o t h e C o m m i s s i o n ? 

A. We f e e l t h a t t h e C o m m i s s i o n n e e d s t h i s 

i n f o r m a t i o n t o b e t t e r u n d e r s t a n d w h e r e t h e p o o l ' s 

p r o d u c t i o n s t a n d s a t t h i s t i m e so t h a t t h e y c a n 

a s s i g n an e q u i t a b l e a l l o w a b l e f o r t h e u p c o m i n g 

p r o r a t i o n p e r i o d . 

Q. B a s i c a l l y , h a s C h e v r o n u n d e r t a k e n t h e s e 

e f f o r t s t o p r o t e c t i t s c o r r e l a t i v e r i g h t s ? 

A. Yes. 

0, A r e y o u i n a p o s i t i o n h e r e t o d a y t o 

make e x a c t r e c o m m e n d a t i o n s as t o w h a t t h e 

a l l o w a b l e a d j u s t m e n t s h o u l d be f o r t h e p o o l on a 

p o o l - w i d e b a s i s ? 

A. No. Our p o s i t i o n p r i m a r i l y i s , as I 

s t a t e d , t o p r e s e n t i n f o r m a t i o n t o t h e C o m m i s s i o n 

so t h a t t h e y c a n u n d e r t a k e t o d e t e r m i n e w h a t an 

a p p r o p r i a t e a l l o w a b l e w o u l d be. 

Q, Has C h e v r o n b e e n d i s c u s s i n g w h a t an 

a p p r o p r i a t e a l l o w a b l e r a t e m i g h t be f o r t h i s 

p o o l ? 

A . Y es. I r.-house we've d i s c u s s e d r a t e s 

f r o m a p p r o x i m a t e l y 6,100 Mcf a day up t o 6,400 

Mcf a d a y . 
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0. B u t y o u ' r e n o t m a k i n g any p a r t i c u l a r 

r e c o m m e n d a t i o n ? 

A. N ot a t t h i s t i m e . 

Q. You w e r e p r e s e n t when M a r a t h o n made i t s 

p r e s e n t a t i o n h e r e t h i s a f t e r n o o n , w e r e y o u n o t ? 

A. Yes. 

0. You h e a r d t h e a d j u s t m e n t s t h a t t h e y 

w e r e r e c o m m e n d i n g t o t h e p r o p o s e d a l l o w a b l e f o r 

t h i s p o o l ? 

A. Yes. 

0. Does C h e v r o n h a v e any o b j e c t i o n t o t h e 

a l l o w a b l e l i m i t s t h a t a r e b e i n g p r o p o s e d h e r e 

t o d a y by M a r a t h o n ? 

A . No . 

0. W i l l C h e v r o n a l s o be c a l l i n g a w i t n e s s 

t o t e s t i f y as t o m a r k e t t r e n d s f r o m t h e I n d i a n 

B a s i n - U p p e r Penn p o o l ? 

A. Yes, we w i l l . 

Q. Were E x h i b i t s 1 t h r o u g h 6 p r e p a r e d by 

y ou ? 

A . Yes . 

MR. CARR: A t t h i s t i m e , Mr. LeMay, we 

w o u l d move t h e a d m i s s i o n o f C h e v r o n E x h i b i t s 1 

t h r o u g h 6. 

CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n , 
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E x h i b i t s 1 t h r o u g h 6 w i l l be a d m i t t e d i n t o t h e 

r e c o r d . 

MR, CARR: T h a t c o n c l u d e s my d i r e c t 

e x a m i n a t i o n o f Mr, H u z z e y . 

CHAIRMAN LEMAY: Q u e s t i o n s o f t h e 

w i t n e s s ? 

MR. KELLAHIN: No q u e s t i o n s , Mr. 

Cha i rman. 

CHAIRMAN LEMAY: C o m m i s s i o n e r C a r l s o n ? 

EXAMINATION 

BY COMMISSIONER CARLSON: 

0. How do I r e c o n c i l e y o u r E x h i b i t No. 1 

w i t h M a r a t h o n ' s E x h i b i t No, 3? Do y o u h a v e t h a t 

e x h i b i t i n f r o n t o f y o u ? 

A. Yes. M a r a t h o n ' s e x h i b i t i s b a s e d on 

t h e w o r k i n g i n t e r e s t p r o d u c t i o n , w h e r e a s m i n e i s 

b a s e d on g r o s s o p e r a t o r p r o d u c t i o n . 

0. W o u l d y o u r s i n c l u d e t h o s e t w o w e l l s 

t h a t y o u d o n ' t own a w o r k i n g i n t e r e s t i n ? 

A. Yes, i t d o e s . 

0. I assume t h a t ' s t h e m a i n d i f f e r e n c e , 

t h e n ? 

A. T h a t , p l u s M a r a t h o n and O r y x b o t h h a v e 

w o r k i n g i n t e r e s t s i n o t h e r w e l l s i n o u r a r e a . 

Q. I f I w a n t t o l o o k a t m a r k e t e d s h a r e o f 
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p r o d u c t i o n , I w o u l d l o o k a t M a r a t h o n ' s e x h i b i t 

a n d n o t y o u r s ? 

A. Yes. H o w e v e r , i f y o u l o o k a t 

M a r a t h o n ' s p e r c e n t s h a r e , i t ' s b a s e d on O c t o b e r 

t h r o u g h December. We h a d a t r e m e n d o u s amount o f 

w e l l w o r k done i n December, so o u r p r o d u c t i o n was 

down . 

A t t h i s t i m e , t h e i n c r e m e n t a l 

p r o d u c t i o n t h a t I m e n t i o n e d o f a p p r o x i m a t e l y 

15,000 Mcf p e r d a y , t h a t g r a p h i c d o e s n o t 

i l l u s t r a t e t h a t i n c r e m e n t a l p r o d u c t i o n o r 

C h e v r o n ' s s h a r e o f t h a t i n c r e m e n t a l p r o d u c t i o n . 

COMMISSIONER CARLSON: I s e e . T h a n k 

y o u . T h a t ' s a l l I h a v e . 

CHAIRMAN LEMAY: C o m m i s s i o n e r W e i s s ? 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. D i d I u n d e r s t a n d y o u t o s a y t h a t y o u 

f e e l , as a r e s u l t o f y o u r w o r k o v e r p r o g r a m , t h a t 

y o u r c o r r e l a t i v e r i g h t s a r e n o t p r o t e c t e d ? 

A. Yes. And as w i t h O r y x , we s t i l l h a v e 

some a d d i t i o n a l w o r k we a r e g o i n g t o p e r f o r m i n 

t h i s f i e l d . 

COMMISSIONER WEISS- No o t h e r 

q u e s t i o n s . T hank y o u . 
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CHAIRMAN LEMAY: No q u e s t i o n s . Thank 

y o u v e r y much. A d d i t i o n a l q u e s t i o n s , Mr. C a r r ? 

MR. CARR: No. 

CHAIRMAN LEMAY: The w i t n e s s mav be 

e x c u s e d 

G r e e n 

MR. CARR: I w o u l d l i k e t o c a l l R o b e r t 

ROBERT E . GREEN 

H a v i n g b e e n f i r s t d u l y s w o r n u p o n h i s o a t h , was 

e x a m i n e d a nd t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

Q. Mr. G r e e n , w o u l d y o u s t a t e y o u r f u l l 

name f o r t h e r e c o r d ? 

A. My name i s R o b e r t E. G r e e n . 

Q. Where do y o u r e s i d e ? 

A. I r e s i d e i n M i d l a n d , T e x a s . 

Q. By whom a r e y o u e m p l o y e d ? 

A. I w o r k f o r C h e v r o n , U.S.A., 

I n c o r p o r a t e d , as a n a t u r a l gas c o o r d i n a t o r . 

Q. Have y o u p r e v i o u s l y t e s t i f i e d b e f o r e 

t h i s C o m m i s s i o n ? 

A. No, I h a v e n o t . 

Q. W o u l d y o u b r i e f l y s u m m a r i z e y o u r 

e d u c a t i o n a l b a c k g r o u n d a nd t h e n r e v i e w y o u r w o r k 
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e x p e r i e n c e ? 

A. Yes, I g r a d u a t e d i n December o f 1973 

fr o m Texas Tech U n i v e r s i t y w i t h a b a c h e l o r o f 

s c i e n c e i n p e t r o l e u m e n g i n e e r i n g . A f t e r g o i n g t o 

work f o r G u l f O i l i n Hobbs, New Me x i c o , I was 

c a l l e d i n t o a c t i v e d u t y w i t h t h e A i r F o r c e , and 

r e t u r n e d f r o m t h e A i r Force i n 1981. 

I r e i n s t a t e d my employment w i t h G u l f , 

w h i c h became Chevron, i n t h e Permian B a s i n and 

I ' v e s p e n t t h e t h e p a s t 12 y e a r s i n t h e Permian 

B a s i n i n v a r i o u s n a t u r a l g a s - r e l a t e d j o b s . 

Q. How l o n g have y o u r d u t i e s w i t h Chevron 

i n c l u d e d a r e s p o n s i b i l i t y f o r m a r k e t i n g Chevron's 

n a t u r a l gas? 

A. I n v a r i o u s c a p a c i t i e s and i n v o l v e m e n t , 

I ' v e s p e n t t h e p a s t seven y e a r s i n m a r k e t i n g o f 

t h e n a t u r a l gas. 

Q. And what i s y o u r c u r r e n t p o s i t i o n ? 

A. My c u r r e n t p o s i t i o n i s n a t u r a l gas 

c o o r d i n a t o r i n t h e Permian B a s i n and, as such, I 

and my s t a f f c o o r d i n a t e t h e a v a i l a b i l i t y o f gas, 

communicate t h a t w i t h our m a r k e t i n g g r o u p i n our 

gas s a l e s and t r a n s p o r t a t i o n , 

We d i s p a t c h t h e gas i n t o t h e p i p e l i n e , 

and we, a d d i t i o n a l l y , p e r f o r m c o n t r a c t 
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a d m i n i s t r a t i o n , measurement a n a l y s e s , market 

a n a l y s e s and r e g u l a t o r y a f f a i r s . A d d i t i o n a l l y , I 

m o n i t o r and p r o v i d e i n p u t on l e g i s l a t i v e a c t i o n s 

a f f e c t i n g n a t u r a l gas i n t h e s t a t e o f New Me x i c o . 

0. Are you f a m i l i a r w i t h Chevron's e f f o r t s 

t o m a r k e t gas f r o m t h e I n d i a n B a s i n - U p p e r Penn 

p o o l ? 

A. Yes, l a m . 

0. Are you a l s o a r e g i s t e r e d p e t r o l e u m 

e n g i n e e r ? 

A. Yes. I'm a r e g i s t e r e d p e t r o l e u m 

e n g i n e e r i n t h e s t a t e o f Texas. 

MR. CARR: May i t p l e a s e t h e 

Commission, we w o u l d t e n d e r Mr. Green as an 

e x p e r t w i t n e s s i n p e t r o l e u m e n g i n e e r i n g and gas 

m a r k e t i n g m a t t e r s . 

CHAIRMAN LEMAY: H i s q u a l i f i c a t i o n s a r e 

a c c e p t a b l e . 

Q. What i s t h e p u r p o s e o f yo u r t e s t i m o n y 

h e r e t oday? 

A. The p u r p o s e o f my t e s t i m o n y t o d a y i s t o 

r e p o r t t o t h e Commission on Chevron's 

r e o r i e n t a t i o n o f m a r k e t i n g New Mexico gas, and 

Chevron's p o s i t i o n i n New Mexi c o . 

Q. How much n a t u r a l gas does Chevron 
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a c t u a l l y p r o d u c e a nd s e l l f r o m t h i s s t a t e ? 

A. The C h e v r o n P r o d u c t i o n Company s e l l s 

7 7 , 0 00 Mcf a day f r o m New M e x i c o . 

Q, How much o f t h i s p r o d u c t i o n comes f r o m 

t h e I n d i a n B a s i n - U p p e r Penn? 

A. C u r r e n t l y , we a r e s e l l i n g 3 1 , 000 Mcf a 

da y f r o m t h e t a i l g a t e o f t h e I n d i a n B a s i n p l a n t . 

Q. What p e r c e n t o f C h e v r o n ' s t o t a l New 

M e x i c o p r o d u c t i o n d o e s t h i s a c t u a l l y r e p r e s e n t ? 

A. T h i s r e p r e s e n t s 40 p e r c e n t o f C h e v r o n ' s 

p r o d u c t i o n i n t h e s t a t e o f New M e x i c o . 

Q. How much n a t u r a l g a s i s C h e v r o n 

a c t u a l l y s e l l i n g n a t i o n a l l y ? 

A. C h e v r o n s p o t - m a r k e t s a B c f a day o f 

g a s . 

Q. How much o f t h a t i s f r o m New M e x i c o ? 

A. From New M e x i c o , f r o m t h e p r o d u c t i o n 

company, we h a v e a b o u t e i g h t p e r c e n t o f t h a t . 

W i t h o u r a f f i l i a t e , W a r r e n P e t r o l e u m , w e ' r e i n 

e x c e s s o f 12 p e r c e n t o f t h e s p o t - m a r k e t e d g a s . 

Q. How much o f y o u r t o t a l n a t i o n a l g a s 

s p o t - m a r k e t s a l e s comes f r o m t h e I n d i a n 

B a s i n - U p p e r Penn p o o l ? 

A. T h r e e p e r c e n t o f t h e gas t h a t we 

s p o t - m a r k e t n a t i o n a l l y comes f r o m t h e I n d i a n 
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B a s i n - U p p e r Penn p o o l , 

Q, Could you r e v i e w f o r t h e Commission t h e 

changes i n y o u r m a r k e t i n g a r r a n g e m e n t s w h i c h have 

o c c u r r e d d u r i n g t h e l a s t y e a r f o r gas f r o m t h e 

I n d i a n B a sin-Upper Penn p o o l ? 

A. Yes. I w o u l d l i k e t o s t a r t w i t h 

F e b r u a r y o f l a s t y e a r . We've seen a 180-degree 

t u r n i n t h e way t h a t we d e a l w i t h i t . At t h i s 

t i m e l a s t y e a r , Chevron was m a r k e t i n g a l l o f i t s 

gas f r o m t h e I n d i a n B a s i n p o o l i n t h e C a l i f o r n i a 

m a r k e t a r e a . Today, we have n e g o t i a t e d and 

c o n t r a c t e d v a r i o u s t r a n s p o r t a t i o n o p t i o n s t o move 

and s e l l our gas e a s t o f C a l i f o r n i a . 

We c u r r e n t l y have c o n t r a c t a r e a s i n t h e 

Texas G u l f C oast, East Texas, t h e L o u i s i a n a G u l f 

C o ast, t h e Waha hub, t h e Midwest U n i t e d S t a t e s , 

and we're w o r k i n g on f u t u r e o p p o r t u n i t i e s t o move 

our gas i n t e r n a t i o n a l l y i n t o M e x i c o . 

C u r r e n t l y , we're m a r k e t i n g most o f t h e 

I n d i a n B a s i n gas i n t h e Chicago a r e a . 

0. How does Chevron c u r r e n t l y v i e w t h e 

n a t u r a l gas i n d u s t r y and n a t u r a l gas m a r k e t s ? 

A. Chevron's c u r r e n t v i e w t o w a r d s n a t u r a l 

gas i s , we're b u l l i s h on gas. Due t o t h e FERC 

Order 636 and o t h e r e v e n t s , t h e r e has been 
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s i g n i f i c a n t c o n f u s i o n i n t h e i n d u s t r y i n t h e p a s t 

f e w m o n t h s . T h i s has c a u s e d a s h i f t t o l o w e r t h e 

n a t u r a l gas i n s t o r a g e , a n d by a d d i n g t o t h e l a t e 

w i n t e r c o l d s n a p , w e ' r e s e e i n g a s h o r t a g e o f 

n a t u r a l g a s i n s t o r a g e i n t h e i n d u s t r y . 

0. How d o e s y o u r company v i e w t h e c u r r e n t 

s u p p l y / d e m a n d s i t u a t i o n ? 

A. C u r r e n t l y , we b e l i e v e t h a t t h e i n d u s t r y 

i s i n a r e l a t i v e s u p p l y / d e m a n d b a l a n c e a n d we 

a n t i c i p a t e t h e s u p p l y / d e m a n d b a l a n c e t o r e m a i n 

v i r t u a l l y l e v e l t h r o u g h o u t t h e summer s e a s o n . 

0. Why do y o u t h i n k i t ' s g o i n g t o r e m a i n 

s t a b l e ? 

A. We a n t i c i p a t e t h a t i f t h e p r i c e i s 

s o f t e n e d d u r i n g t h e summer s e a s o n t h a t t h e 

i n d u s t r y w i l l t a k e a d v a n t a g e o f t h i s t o f i l l 

s t o r a g e a n d , t h e r e f o r e , m a i n t a i n i n g t h e s u p p l y 

s i d e o f i t and m a i n t a i n i n g t h e p r i c e s . So we 

s h o u l d s ee a f a i r l y s t a b l e p r i c e a n d s u p p l y 

d u r i n g t h e summer c y c l e . 

Q. How do y o u t h i n k t h e p r i c e s c u r r e n t l y 

b e i n g r e c e i v e d f o r n a t u r a l g a s w i l l c o m p a r e t o 

p r i c e s r e c e i v e d l a t e r d u r i n g c a l e n d a r y e a r 1993? 

A. B a s e d on t h e c u r r e n t s i t u a t i o n o f t h e 

w i n t e r a n d t h e New Y o r k M e r c a n t i l e E x c h a n g e , 
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C h e v r o n , U.S.A. b e l i e v e s t h e i n d u s t r y h a s 

p r o b a b l y s e e n t h e l o w e s t p r i c e s f o r 1993-

Q. Do y o u h a v e a n y t h i n g f u r t h e r t o a d d t o 

y o u r t e s t i m o n y ? 

A. No, I d o n ' t . 

MR. CARR: T h a t c o n c l u d e s my d i r e c t 

e x a m i n a t i o n o f Mr. G r e e n . 

CHAIRMAN LEMAY: Tha n k y o u , Mr. C a r r . 

Q u e s t i o n s o f t h e w i t n e s s ? Mr. 

K e l l a h i n ? 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. G r e e n , l e t me a s k y o u a f e w 

f o l l o w - u p q u e s t i o n s . The c u r r e n t a l l o w a b l e l e v e l 

f o r t h e I n d i a n B a s i n i s s u c h t h a t , I b e l i e v e ; y o u r 

e n g i n e e r t e s t i f i e d , y o u ' r e p r o d u c i n g i n e x c e s s o f 

t h a t a l l o w a b l e on c e r t a i n o f y o u r n o n m a r g i n < : l 

w e l l s . 

Do y o u c o n t i n u e t o e n j o y a m a r k e t 

demand t h a t w i l l a l l o w y o u t o p r o d u c e t h e w i n t e r 

a l l o w a b l e , i f t h a t i s e s t a b l i s h e d f o r t h i s c o m i n g 

summer p e r i o d ? 

A. C o u l d y o u r e p h r a s e t h a t q u e s t i o n , s i r ? 

Q. I ' l l r e p e a t i t . What i s t h e m a r k e t 

demand t h a t y o u f o r e c a s t a t t h e M a r a t h o n 
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a l l o w a b l e l e v e l f o r t h e summer p e r i o d ? 

A. I t h i n k i t w o u l d be e a s i e r i f I were t o 

s t a t e t h a t Chevron's m a r k e t i n g i n t e n t i o n s and 

Chevron's p r o d u c t i o n i n t e n t i o n s can be e a s i l y met 

w i t h t h e c u r r e n t c o n d i t i o n s . 

Q. " C u r r e n t c o n d i t i o n s " meaning, t h e 

a l l o w a b l e l e v e l t h a t we now have i n I n d i a n B a s i n 

i n t h e w i n t e r p e r i o d ? T h a t ' s 196,500 Mcf f o r an 

F l f a c t o r . 

A. T h a t ' s c o r r e c t , 

Q. I f we keep t h a t i n p l a c e f o r t h e summer 

p e r i o d ; a r e you g o i n g t o be a b l e t o market and 

s e l l t h a t gas t h a t you w o u l d p r o d u c e under t h a t 

s che du 1 e ? 

A. Chevron w i l l be a b l e t o market and s e l l 

i t s gas t h r o u g h t h e e n t i r e s p r e a d o f t h e p r o p o s e d 

a l l o w a b l e s t h a t we've seen h e r e , f r o m b o t h t h e 

OCD, and f r o m what we have d i s c u s s e d , and f r o m 

what M a r a t h o n has d i s c u s s e d . None o f t h o s e 

p r o p o s a l s w o u l d i n h i b i t our a b i l i t y t o ma r k e t and 

s e l l t h e gas. 

0. Would i t g i v e you more a l l o w a b l e t h a n 

you can p r o d u c e f r o m y o u r n o n m a r g i n a l w e l l s ' : L e t 

me p h r a s e t h a t a g a i n . I ' v e c o n f u s e d you. 

Would t h e a l l o w a b l e be i n excess of t h e 
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m a r k e t demand f o r y o u r s h a r e o f p r o d u c t i o n , i f 

i t ' s s e t a t t h e M a r a t h o n p r o p o s e d l e v e l ? 

A. W o u l d t h e a l l o w a b l e be i n e x c e s s o f o u r 

m a r k e t demand? 

Q. R i g h t . 

A. I'm n o t s u r e I u n d e r s t a n d y o u r 

q u e s t i o n . 

Q. I d o n ' t know how t o make i t c l e a r e r f o r 

y o u , b u t I ' l l t r y a g a i n . Y o u ' r e c u r r e n t l y 

s e l l i n g g a s i n e x c e s s o f t h e c u r r e n t a l l o w a b l e 

f o r t h e w i n t e r p e r i o d ? 

A. T h a t ' s c o r r e c t . 

0. You must h a v e a m a r k e t demand f o r gas 

i n e x c e s s o f t h e c u r r e n t a l l o w a b l e ? 

A. T h a t ' s c o r r e c t . 

Q. Do y o u f o r e c a s t t h a t t o c h a n g e f o r t h e 

summer ? 

A , No . 

Q, Do y o u see a n y s e a s o n a l c y c l e y o u o u g h t 

t o f a c t o r i n , when we e s t a b l i s h a l l o w a b l e s f o r 

t h e summer? 

A. We, t h r o u g h o u r m a r k e t i n g e f f o r t s h a v e , 

e s s e n t i a l l y , e l i m i n a t e d s e a s o n a l c y c l e s . 

MR. KELLAHIN: T h a n k y o u . 

CHAIRMAN LEMAY: A d d i t i o n a l q u e s t i o n s 
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o f t h e w i t n e s s ? 

COMMISSIONER CARLSON: No q u e s t i o n s . 

COMMISSIONER WEISS: No q u e s t i o n s . 

CHAIRMAN LEMAY: No q u e s t i o n s . Thank 

y o u v e r y much. 

Do we h a v e a n y more w i t n e s s e s ? Any 

s t a t e m e n t s f o r any o f t h e f i e l d s i n t h e 

s o u t h e a s t ? A n y t h i n g a d d i t i o n a l ? 

T h a n k y o u . W e ' l l t a k e t h e c a s e u n d e r 

ad v i semen t . 

W e ' l l t a k e a b o u t a 1 0 - m i n u t e b r e a k and 

g e t r e a d y f o r t h e n e x t c a s e . 

( A n d t h e p r o c e e d i n g s c o n c l u d e d . ) 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO 
ss , 

COUNTY OF SANTA FE 

± C a r l a D i a n e R o d r i g u e z , C e r t i f i e d 

C o u r t R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY 

t h a t t h e f o r e g o i n g t r a n s c r i p t o f p r o c e e d i n g s 

b e f o r e t h e O i l C o n s e r v a t i o n C o m m i s s i o n was 

r e p o r t e d by me; t h a t I c a u s e d my n o t e s t o be 

t r a n s c r i b e d u n d e r my p e r s o n a l s u p e r v i s i o n ; a n d 

t h a t t h e f o r e g o i n g i s a t r u e a n d a c c u r a t e r e c o r d 

o f t h e p r o c e e d i n g s . 

r e l a t i v e o r e m p l o y e e o f a n y o f t h e p a r t i e s o r 

a t t o r n e y s i n v o l v e d i n t h i s m a t t e r , a n d t h a t I 

h a v e no p e r s o n a l i n t e r e s t i n t h e f i n a l 

d i s p o s i t i o n o f t h i s m a t t e r . 

I FURTHER CERTIFY t h a t I am n o t a 

WITNESS MY HAND AND SEAL M a r c h 10, 

1 9 9 3. 

/ 
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