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HEARING EXAMINER: T h i s h e a r i n g w i l l come 

t o o r d e r . W e ' l l c a l l n e x t case, No. 9872. 

MR. STOVALL: A p p l i c a t i o n o f OXY USA, I n c . , 

f o r t e r m i n a t i o n o f gas p r o r a t i o n i n g i n t h e B u r t o n 

F l a t - M o r r o w Gas P o o l , Eddy County, New Mexico. 

HEARING EXAMINER: C a l l f o r appearances. 

MR. KELLAHIN: Mr. Examiner, I'm Tom 

K e l l a h i n o f t h e Santa Fe law f i r m of K e l l a h i n , 

K e l l a h i n & Aubrey, a p p e a r i n g on b e h a l f of t h e 

A p p l i c a n t , and I have f o u r w i t n e s s e s t o be sworn. 

HEARING EXAMINER: Are t h e r e any o t h e r 

appearances i n t h i s m a t t e r ? W i l l t h e w i t n e s s e s p l e a s e 

s t a n d and be sworn? 

(Witnesses sworn.) 

MR. KELLAHIN: Thank you, Mr. Examiner. 

Mr. Examiner, we have p r o v i d e d you w i t h an e x h i b i t 

f o l d e r t h a t has OXY's e x h i b i t s i n i t . Those e x h i b i t s 

are numbered 1 t h r o u g h 32. I n a d d i t i o n t o t h o s e , I 

have a s e p a r a t e l y packaged a f f i d a v i t on t h e m a i l i n g of 

n o t i c e t o a l l t h e p a r t i e s i n t h e case. 

I ' d l i k e t o c a l l at t h i s t i m e Mr. Rick 

Foppiano, Mr. Examiner. 

RICK FOPPIANO, 

th e w i t n e s s h e r e i n , a f t e r 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 : 
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DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Foppiano, f o r the record would you 

please s t a t e your name and occupation. 

A. My name i s Rick Foppiano, s p e l l e d 

F-o-p-p-i-a-n-o. My occupation i s r e g u l a t o r y a f f a i r s 

adviser f o r OXY USA. 

Q. Mr. Foppiano, would you summarize f o r us 

your e d u c a t i o n a l background and employment experience? 

A. Yes. I have a Bachelor of Science i n C i v i l 

Engineering from Georgia I n s t i t u t e of Technology which 

I acquired i n 1977. I have thr e e years' work 

experience f o r H a l l i b u r t o n S e r v i c e s , and i n 1981, I 

went t o work f o r C i t i e s S e r v i c e , which i s now OXY USA, 

and since 1981 I have worked f o r OXY i n v a r i o u s phases 

of d r i l l i n g and p r o d u c t i o n o p e r a t i o n s i n v a r i o u s 

s t a t e s i n the south p a r t of the U.S. 

Q. What d i d your company ask you t o do w i t h 

regards to the Burton Flat-Morrow Gas Pool i n Eddy 

County, New Mexico? 

A. I was asked t o analyze the Burton 

Flats-Morrow Pool and looked t o see what could be done 

to give us the i n c e n t i v e t o f u r t h e r develop the f i e l d 

and t o increase our p r o d u c t i o n . And i n t h a t c o n t e x t , 

I researched the a l l o w a b l e s and v a r i o u s other t h i n g s . 
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Q. Have you p a r t i c i p a t e d on b e h a l f of your 

company i n the v a r i o u s p r o r a t i o n i n g s t u d y committees 

f o r m u l a t 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 ? 

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 examiners 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 s 

e s t a b l i s h e d i n t h e B u r t o n F l a t - M o r r o w Gas Pool i n Eddy 

County, New Mexico? 

A. Yes, I hav e. 

MR. KELLAHIN: At t h i s t i m e , Mr. Examiner, 

we t e n d e r Mr. Foppiano as an e x p e r t w i t n e s s . 

HEARING EXAMINER: Mr. Foppiano i s so 

q u a l i f i e d . 

Q. (BY MR. KELLAHIN) L e t me d i r e c t your 

a t t e n t i o n , s i r , t o what i s marked as E x h i b i t No. 1. 

Would you i d e n t i f y t h a t d i s p l a y f o r us? 

A. Yes. E x h i b i t No. 1 i s a map showing t h e 

f i e l d l i m i t s of t h e B u r t o n F l a t - M o r r o w f i e l d i n Eddy 

County, New Mexico. The f i e l d l i m i t s are shown w i t h a 

l i t t l e dashed l i n e . I t ' s t h e o u t l i n e of t h e B u r t o n 

F l a t s f i e l d . The p r o x i m i t y of o t h e r f i e l d s are a l s o 

shown, some w h i c h abut our f i e l d , some w h i c h are 

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

Q. What does t h e c o l o r code show, Mr. 

Fopp ia n o ? 
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A. The green i n d i c a t e s the marginal w e l l s as 

of the February 1990 p r o r a t i o n schedule, and the 

orange i n d i c a t e s the nonmarginal w e l l s on t h a t same 

p r o r a t i o n schedule. 

Q. Have you and the other t e c h n i c a l personnel 

of OXY completed your study of the p r o r a t i o n i n g and 

the p r o d u c t i o n i n the Burton Flat-Morrow Gas Pool? 

A. Yes, we have . 

Q. Based upon t h a t study, have you come t o any 

conclusions ? 

A. Yes , I have. 

Q. What i s your conclusion? 

A. That i n the i n t e r e s t of c o n s e r v a t i o n , 

p r o r a t i o n should be te r m i n a t e d i n t h i s f i e l d . 

Q. Let me d i r e c t your a t t e n t i o n , s i r , t o 

E x h i b i t No. 2. Describe f o r us i n a summary f a s h i o n , 

i f you w i l l , Mr. Foppiano, the r e g u l a t o r y h i s t o r y f o r 

the Burton Flat-Morrow Gas Pool. 

A. Yes. The pool was created on March 1, 

1973, by Order No. R-4486. Approximately a year 

l a t e r , i t became p r o r a t e d by Order No. R-4706. And 

since t h a t time, the h o r i z o n t a l l i m i t s have been 

extended from time t o t i m e . 

One of the o p e r a t o r s , Fasken, i n 1985, 

requested the OCD t o t e r m i n a t e p r o r a t i o n i n g i n t h i s 
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f i e l d . Their request was denied at t h a t time. And 

j u s t r e c e n t l y here i n October 1989, OXY requested 

a d m i n i s t r a t i v e adjustments t o the pool a l l o w a b l e , and 

the request was granted, 380,000 Mcf, and 340,000 Mcf 

were added t o the pool a l l o w a b l e i n October 89 and 

November of 1989. 

Q. Give us a summary, Mr. Foppiano, of the 

basis f o r the October 1989 request by OXY f o r a bonus 

a l l o w a b l e , i f you w i l l , f o r the p o o l . 

A. The request was based upon my research and 

our research of the company i n t o the market demand i n 

the f i e l d and what was causing the f l u c t u a t i o n s of 

pr o d u c t i o n i n the f i e l d . And the a n a l y s i s t h a t 

i n d i c a t e d t h a t the f l u c t u a t i o n s i n p r o d u c t i o n were not 

due t o market c u r t a i l m e n t . They were i n f a c t due t o 

low a l l o w a b l e s , and i n some cases, OCD mandated 

c u r t a i l m e n t . 

We contacted a l l the operators and i n q u i r e d 

of them as t o t h e i r market demand and discovered t h a t , 

except f o r one w e l l , which the s i t u a t i o n changed on i t 

in J u l y of 1989, th e r e was no market demand 

c u r t a i l m e n t or lack of market demand i n the p o o l . 

And so at t h a t time our a n a l y s i s showed 

t h a t i n 1989, the pool had about 600,000 Mcf more 

market demand than was r e f l e c t e d by the a l l o w a b l e , and 
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t h a t was the b a s i s f o r a s k i n g t h e OCD t o 

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

t h a t i n t o a c c o u n t . 

Q. L e t ' s g i v e t h e Examiner some of t h e f a c t u a l 

i n f o r m a t i o n t h a t i s t h e background b a s i s f o r 

c o n c l u s i o n s t h a t you've reached i n your s t u d y . 

L e t me t u r n now t o OXY E x h i b i t No. 3. 

E x p l a i n what you've d e p i c t e d h e r e . 

A. What I'm showing here i s an a n a l y s i s of t h e 

p i p e l i n e s t h a t are shown on t h e p r o r a t i o n s c h e d u l e as 

t a k i n g gas from t h e f i e l d . There are 11 p i p e l i n e s , as 

i n d i c a t e d by t h e companies on t h e l e f t of t h e graph 

t h e r e . The graph shows t h e t y p e of w e l l s t h a t are 

connected t o each of th e s e p i p e l i n e s . 

To me t h i s i n d i c a t e s , one, t h a t E l Paso i s 

th e l a r g e s t p i p e l i n e i n t h e f i e l d i n t h a t t h e y have 

t h e l a r g e s t number of c o n n e c t i o n s , and a l s o t h a t t h e 

no n m a r g i n a l and m a r g i n a l w e l l s are d i s t r i b u t e d a c r o s s 

t h e p i p e l i n e s i n t h e f i e l d . 

Q. Turn now, s i r , t o E x h i b i t No. 4. Would you 

i d e n t i f y and d e s c r i b e t h a t e x h i b i t ? 

A. Yes. T h i s i s an a n a l y s i s of t h e p r o d u c e r s 

i n t h e f i e l d , t h e r e a g a i n , u s i n g t h e F e b r u a r y 1990 

p r o r a t i o n s c h e d u l e . And I l o o k e d a t t h e t y p e of w e l l s 

t h a t each p r o d u c e r has, and t h e r e are 19 o p e r a t o r s , 
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and we show t h a t t h e r e are m a r g i n a l and n o n m a r g i n a l 

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

th e f i e l d , as I ' v e shown. 

Q. S i r , l e t ' s t u r n t o E x h i b i t No. 5. Would 

you i d e n t i f y and d e s c r i b e t h a t e x h i b i t ? 

A. Yes. T h i s i s some more f a c t u a l 

i n f o r m a t i o n , s u mmarizing t h e F e b r u a r y 1990 p r o r a t i o n 

s c h e d u l e . I t shows t h a t t h e r e are a t o t a l of 61 w e l l s 

i n t h e f i e l d ; 43 are m a r g i n a l ; 18 are c l a s s i f i e d as 

n o n m a r g i n a l . 

The 18 n o n m a r g i n a l w e l l s are f u r t h e r broken 

down i n t o 61 p e r c e n t of t h o s e 18 are u n d e r p r o d u c e d , 

and 39 p e r c e n t are o v e r p r o d u c e d , as of t h e F e b r u a r y 

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

HEARING EXAMINER: What does t h i s break out 

t o w e l l s , 61 p e r c e n t of 18 w e l l s ? What does t h a t 

break out t o ? 

THE WITNESS: I f y o u ' l l g i v e me a second, 

I ' l l get my c a l c u l a t o r . 

HEARING EXAMINER: I can f i g u r e t h e 

c a l c u l a t i o n s . I t h o u g h t you might have t h a t o f f your 

head. I'm s o r r y . P l e ase c o n t i n u e . 

THE WITNESS: I t ' s 10 or 1 1 . I'm j u s t 

g u e s s i n g . 

The p i e c h a r t , as I ' v e shown i n t h e bo t t o m 
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p a r t of the graph, are the t o t a l number of w e l l s per 

oper a t o r . I t shows t h a t OXY i s the l a r g e s t operator 

i n the f i e l d , and var i o u s other p r o p o r t i o n a l shares 

shown by the other o p e r a t o r s . 

Q. (BY MR. KELLAHIN) Did you and the other 

t e c h n i c a l members of the study group examine the issue 

of underproduction i n the pool? 

A. Yes, we d i d . 

Q. What d i d you f i n d when you examined t h a t 

issue i n terms of whether the t o t a l p r o d u c t i o n i n the 

pool -- what the r e l a t i o n s h i p was w i t h the pool 

p r o d u c t i o n , whether you were c a r r y i n g s i g n i f i c a n t 

underproduction i n c e r t a i n w e l l s i n the pool? 

A. As of the February p r o r a t i o n schedule, the 

f i e l d s underproduced 162,000 Mcf. And my a n a l y s i s 

i n d i c a t e s t h a t a vast m a j o r i t y of t h a t underage i s 

assigned t o two w e l l s . Our dis c u s s i o n s w i t h the 

operators of those two w e l l s have i n d i c a t e d t h a t those 

w e l l s are p r e s e n t l y producing at c a p a c i t y . 

So my conclusion i s t h a t the p r o r a t i o n 

system i n the c u r r e n t form i s j u s t a s s i g n i n g a 

tremendous amount of the a l l o w a b l e i n the f i e l d t o 

w e l l s t h a t are incapable of making i t , and t h a t takes 

a l l o w a b l e away from the other more capable nonmarginal 

w e l l s . 
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Q. Do you f i n d any evidence t h a t the 

underproduction i s d i r e c t l y a t t r i b u t a b l e t o the lack 

of market f o r p r o d u c t i o n from those w e l l s ? 

A. No, s i r , we do not. 

Q. I d i r e c t your a t t e n t i o n t o E x h i b i t No. 6. 

I d e n t i f y and describe what you've shown here. 

A. This i s a more d e t a i l e d a n a l y s i s of the 

nonmarginal w e l l s i n the f i e l d , and i t shows t h a t 

there are e i g h t operators t h a t have nonmarginal w e l l s 

i n the f i e l d and i n v a r i o u s stages of ov e r p r o d u c t i o n 

and u n d e r p r o d u c t i o n . 

Q. As of February 1990 p r o r a t i o n schedule, 

does t h i s represent a l l of the nonmarginal w e l l s i n 

the Burton Flat-Morrow Gas Pool? 

A. Yes, i t does . 

Q. What does the i n f o r m a t i o n show you? 

A. I t i n d i c a t e s t o me t h a t t h e r e ' s a good b i t 

of o v e r p r o d u c t i o n i n the p o o l . On the overproduced 

nonmarginal w e l l s , the overproduced nonmarginal w e l l s 

are anywhere from 1 t o 6.85 times overproduced, and i n 

t h i s pool s i x times overproduced i s the l i m i t . And 

the underproduced w e l l s shows me t h a t there are some 

w e l l s t h a t have a small amount of underproduction 

accumulated on them, and some have a l a r g e amount of 

all o w a b l e accumulated on them. 
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I want t o p o i n t out two i n p a r t i c u l a r , the 

two l a r g e s t , which are the Exxon Corporation New 

Mexico "CW" State Com #1, which has i n excess of 60 

m i l l i o n Mcf underage assigned t o i t , and the P r e s i d i o 

E x p l o r a t i o n , Lee Federal #1, which has i n excess of 

75,000 Mcf assigned t o i t . 

Those two w e l l s , as I ' l l show on l a t e r 

e x h i b i t s , represent a vast m a j o r i t y of the c u r r e n t 

s t a t u s of the p o o l , which i s 162,000 underproduced. 

Q. For OXY USA d i d you examine each of the 

nonmarginal w e l l s t h a t were showing underproduction t o 

determine whether or not t h a t underproduction i s 

d i r e c t l y a t t r i b u t a b l e t o lack of market? 

A. Yes, we d i d . 

Q. What conclusion? 

A. The conclusion i s t h a t none of these w e l l s 

t h a t are nonmarginal and underproduced are i n t h a t 

s t a t e because of a lack of market demand. I n a vast 

m a j o r i t y of the cases, those w e l l s are producing at 

c a p a c i t y , and the system i s j u s t working t o assign 

them more a l l o w a b l e than they could produce. 

Q. Did you contact the other operators of the 

nonmarginal w e l l s t o see whether any of t h e i r 

u nderproduction i s d i r e c t l y a t t r i b u t a b l e t o lack of 

market? 
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A. Yes, we d i d . 

Q. And what r e s u l t ? 

A. The r e s u l t i s none of the underproduction 

i s a t t r i b u t a b l e t o lack of market. 

Q. Have you s p e c i f i c a l l y s t u d i e d the w e l l s 

t h a t have s i g n i f i c a n t underproduction? 

A. Yes, I have. 

Q. Let me t u r n now t o E x h i b i t No. 7. Would 

you i d e n t i f y and describe what you've done there? 

A. Yes. That's a simple p i e cha r t t h a t shows 

of the t o t a l underproduction i n the f i e l d or t o t a l 

s t a t u s of the f i e l d , which i s 162,000, 84 percent of 

t h a t i s r e f l e c t e d on two w e l l s , the P r e s i d i o Lee 

Federal #1, and the Exxon State #1. I ' l l say again 

t h a t we've contacted the operators of those two w e l l s , 

and they i n d i c a t e t o us t h a t those w e l l s are producing 

at c a p a c i t y . 

Q. Let's t u r n t o E x h i b i t No. 8. Would you 

i d e n t i f y and describe t h a t i n f o r m a t i o n ? ( 

A. Yes. This i s a p l o t of the P r e s i d i o Lee 

Federal #1. The upper p a r t of the graph, the dashed 

l i n e , i n d i c a t e s the assigned a l l o w a b l e , and t h i s w e l l 

has been c l a s s i f i e d as nonmarginal throughout t h i s 

whole p e r i o d of time t h a t I've shown here. 

The dashed l i n e shows the a l l o w a b l e t h a t 
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was a s s i g n e d t o i t on a m o n t h l y b a s i s . The s o l i d l i n e 

are t h e s a l e s from t h i s w e l l on a m o n t h l y b a s i s based 

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

And t h e lower graph i n d i c a t e s i n a bar 

c h a r t f a s h i o n t h e s t a t u s of t h i s w e l l as i t has 

changed from month t o month over t h e same p e r i o d of 

t i m e . I t s t a r t e d out i n January of 88 i n excess o f 

100,000 Mcf o v e r p r o d u c e d , and as of most r e c e n t 

f i g u r e s we have, i t i s now unde r p r o d u c e d by 75,859. 

Q. What do you co n c l u d e from t h e i n f o r m a t i o n 

shown on E x h i b i t No. 8? 

A. I co n c l u d e t h a t t h e p r o r a t i o n system i n 

t h i s p a r t i c u l a r case i s a s s i g n i n g a l a r g e amount of 

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

i s p r o d u c i n g at c a p a c i t y , and i n t h i s p a r t i c u l a r case, 

t h i s w e l l d i d n ' t even produce f o r an e n t i r e y e a r , and 

i t ' s produced a v e r y i n s i g n i f i c a n t amount of gas over 

t h e two y e a r s t h a t I ' v e l o o k e d a t i t . 

I t ' s j u s t t h e way t h e numbers have f a l l e n 

i n t h i s case, t h i s w e l l i s s t i l l c l a s s i f i e d as 

n o n m a r g i n a l , and because of t h a t , i t ' s g e t t i n g a 

p o r t i o n o f t h e p o o l a l l o w a b l e each month t h a t c o u l d be 

produced by o t h e r w e l l s i n t h e f i e l d . J 

Q. L e t ' s t u r n now t o E x h i b i t No. 9, Mr. 

Foppiano. Would you i d e n t i f y and d e s c r i b e t h a t 
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d i s p l a y ? 

A. Yes. This i s the same type of a n a l y s i s as 

I d i d on the P r e s i d i o w e l l , except t h i s was done on 

the Exxon New Mexico "CW" State #1. Here again, the 

operator i n d i c a t e s t o us t h i s w e l l i s producing at 

ca p a c i t y . And i n d i s c u s s i n g t h i s s i t u a t i o n w i t h him, 

he's also i n d i c a t e d t h a t he would l i k e t o i n s t a l l 

compression on t h i s w e l l , but t h a t the low allo w a b l e s 

i n the past have made j u s t i f i c a t i o n of t h a t compressor 

i n s t a l l a t i o n i m p o s s i b l e , as f a r as t h e i r economics 

goes. 

I t also shows t h a t the w e l l has produced 

s t e a d i l y anywhere from about 6,000 Mcf a month, but 

t h a t the l e v e l of al l o w a b l e t h a t has been assigned t o 

i t has been such t h a t i t ' s bounced back and f o r t h 

between overproduced, underproduced, but since the 

a l l o w a b l e t h a t has been a d m i n i s t r a t i v e l y increased i n 

the l a s t s e v e r a l months, t h i s w e l l has gotten a good 

share of t h a t a l l o w a b l e , and i t i s now 60 m i l l i o n 

underproduced as of the most recent f i g u r e s . 

Q. Did you also examine the i s s u e , Mr. 

Foppiano, of whether or not the p r o r a t i o n system as 

ap p l i e d t o t h i s pool was a c c u r a t e l y and r e a l i s t i c a l l y 

a s s i gning an al l o w a b l e based upon market demand f o r 

p r o d u c t i o n from the pool? 
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A. I'm s o r r y . Can you say t h a t again? 

Q. I'm not sure I can. Did you examine, s i r , 

the issue of whether or not the p r o r a t i o n system 

t h a t ' s a p p l i e d t o the Burton Flat-Morrow Gas Pool i s 

ac c u r a t e l y and r e a l i s t i c a l l y a s s i g n i n g a l l o w a b l e t o 

those w e l l s i n the pool based upon market demand? 

A. My op i n i o n i s i t ' s not a c c u r a t e l y a s s i g n i n g 

a l l o w a b l e . 

Q. So you have examined t h a t question? 

A. Yes, I have examined t h a t q u e s t i o n . 

Q. Have you taken t h a t i n f o r m a t i o n i n terms of 

pool p r o d u c t i o n versus nominations and all o w a b l e s and 

p l o t t e d any of t h a t i n f o r m a t i o n ? 

A. Yes, I have. 

Q. Can you demonstrate t o us i n a g r a p h i c a l 

way what the nominations have been i n r e l a t i o n t o pool 

product ion ? 

A. Yes, I can. 

Q. Let's t u r n t o E x h i b i t No. 10. Would you 

i d e n t i f y and describe t h a t d i s p l a y ? 

A. Yes. This i s l o o k i n g at a l l the p r o r a t i o n 

schedules since January of 1988. I've looked at the 

pool p r o d u c t i o n and the nominations by the v a r i o u s 

purchasers i n the p o o l , and I've j u s t graphed them on 

the same time s c a l e . 
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What i t i n d i c a t e s t o me i s t h a t up u n t i l 

about September of 1988, the nominations somewhat 

t r a c k e d the p r o d u c t i o n . And I say t h a t i n t h a t when 

the nominations went down, the p r o d u c t i o n i n the f i e l d 

went down, and when the nominations went up, the 

pr o d u c t i o n i n the f i e l d went up, but since September 

of 1988, the nominations have gone down and stayed 

low, and the p r o d u c t i o n has been much higher than 

t h a t , and i n f a c t our a n a l y s i s i n d i c a t e s the 

p r o d u c t i o n would have been higher except f o r the 

allowables t h a t were set i n the f i e l d . 

This also i n d i c a t e s t o me t h a t the 

p i p e l i n e s t h a t are nominating are nominating small 

volumes and i n d i c a t i n g t o me t h a t they are purchasing 

small volumes. And most of the gas i n the f i e l d i s 

being t r a n s p o r t e d on those p i p e l i n e s i n s t e a d of being 

bought by those p i p e l i n e s . 

Q. I d e n t i f y f o r the record then what you mean 

when you say nominations. 

A. These are the nominations made by the 

purchasers as shown i n the p r o r a t i o n schedule f o r the 

purchase of gas. So t h i s would be a nomination by El 

Paso f o r the purchase of gas on El Paso's system. 

Q. Can you conclude then from the i n f o r m a t i o n 

t h a t you've s t u d i e d t h a t the nominations as p l a t t e d on 
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E x h i b i t No. 10 do not i n f a c t r e p r e s e n t t h e market 

demand f o r p o o l p r o d u c t i o n ? 

A. Yes. My o p i n i o n i s t h e n o m i n a t i o n s do not 

r e f l e c t market demand f o r t h e gas from t h i s p o o l , b u t 

t h e y might i n d i c a t e t h e market demand j u s t f o r t h a t 

s m a l l p a r t y t h a t i s b e i n g nominated by t h e p u r c h a s e r , 

w h i c h may be j u s t system s u p p l y or something l i k e 

t h a t , and th e r e s t of t h e gas t h a t ' s b e i n g produced 

out of t h e p o o l i s b e i n g produced and t r a n s p o r t e d on 

the s e p i p e l i n e s i n s t e a d of bought by them. 

Q. You cannot l o o k t h e n a t E x h i b i t No. 10 and 

con c l u d e t h a t you have p o o l d e l i v e r a b i l i t y f o r p o o l 

w e l l s t h a t exceeds t h e market demand? 

A. No, I don't t h i n k you can. 

Q. The n o m i n a t i o n s do not a c c u r a t e l y r e f l e c t 

market demand f o r t h e p o o l p r o d u c t i o n ? 

A. That i s c o r r e c t . 

Q. I n f a c t , you've c o n c l u d e d j u s t t h e 

o p p o s i t e , have you n o t , Mr. Foppiano? 

A. They do not r e f l e c t market demand f o r a l l 

t h e gas from t h i s p o o l . 

Q. And t h a t market demand f o r p o o l p r o d u c t i o n 

f a r exceeds t h e d e l i v e r a b i l i t y of t h e p o o l w e l l s ? 

A. Yes, s i r , i n my o p i n i o n , t h a t ' s t r u e . 

Q. L e t ' s t u r n now t o E x h i b i t No. 1 1 . I d e n t i f y 
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and describe what you've presented here. 

A. This i s an e x h i b i t t h a t we presented i n the 

October hearing where we're showing the pool 

p r o d u c t i o n and the pool a l l o w a b l e since January of 88, 

and we also i n the bottom graph show the s t a t u s of the 

f i e l d as i t ' s changed d u r i n g t h a t same time p e r i o d . 

I want t o p o i n t out of a couple of t h i n g s . 

I n October of 1988, because the pool was overproduced 

at t h a t t i m e , the OCD a d m i n i s t r a t i v e l y adjusted the 

a l l o w a b l e , and t h a t ' s what caused the spike i n the 

dashed l i n e on the upper graph. And then as a r e s u l t 

of our heari n g and r e l a t e d OCD a c t i o n , t h e r e were 

a d m i n i s t r a t i v e adjustments i n October and November, 

and, i n my o p i n i o n , t h a t ' s what's caused the a l l o w a b l e 

t o spike up i n those two months, October and November 

of 1989. 

And, there again, t h a t was made because the 

f i e l d was also overproduced as of t h a t t i m e . 

Q. When we look at the upper d i s p l a y and look 

at the dashed l i n e t h a t shows the a l l o w a b l e , i n your 

o p i n i o n , does t h a t a l l o w a b l e as assigned a c c u r a t e l y 

and c o r r e c t l y r e f l e c t market demand f o r pool 

p r o d u c t i o n ? 

A. No i t does n o t . 

Q. Why not? 
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A. I n our a n a l y s i s and i n v e s t i g a t i o n i n t h i s 

p o o l , t h e r e ' s a market demand f o r a l l t h e gas t h a t i s 

cap a b l e of b e i n g produced from t h i s p o o l . And t h e 

a l l o w a b l e we see i s g o i n g back down, and i t ' s g o i n g 

back down because t h e r e are no more a d m i n i s t r a t i v e 

a d j u s t m e n t s b e i n g made, and I t h i n k i t ' s g o i n g back 

down because t h e way t h e system i s o p e r a t i n g t o a s s i g n 

a l l o w a b l e s t o w e l l s i n c a p a b l e of making i t . 

So w i t h t h a t i n f o r m a t i o n , i t ' s my o p i n i o n 

t h a t t h e p o o l a l l o w a b l e does n o t a c c u r a t e l y r e f l e c t 

t h e market demand of gas from t h i s p o o l . 

Q. When we loo k a t t h e October p l o t f o r 89, 

and y o u ' r e a t t h e t o p of t h e s p i k e f o r t h e a l l o w a b l e , 

t h a t ' s t h e p o i n t i n t i m e t h a t t h e D i v i s i o n p u t t h e 

a d m i n i s t r a t i v e a d j u s t m e n t of a d d i t i o n a l a l l o w a b l e f o r 

t h e p o o l ? 

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

Q. Why does t h a t a l l o w a b l e s t a r t t o f a l l and 

the n d e c l i n e r a p i d l y l a t e r i n t h e y e a r ? 

A. They made a l e s s e r a d j u s t m e n t i n November, 

and t h e y made no a d j u s t m e n t i n t h e December s c h e d u l e ; 

so I t h i n k t h a t ' s p a r t of why i t d r o p s . 

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

some o f th e s e w e l l s , are s t i l l b e i n g c u r t a i l e d because 

t h e a l l o w a b l e i s n o t h i g h enough d u r i n g t h o s e months 
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t o allow us t o produce i t . As we've seen on a 

previous e x h i b i t , t h e r e are some w e l l s i n the f i e l d 

t h a t are c l o s e , and i n one case over s i x times 

overproduced s t i l l . 

Q. Have you examined other issues w i t h regards 

t o p r o r a t i o n i n g t o see whether or not there i s a 

j u s t i f i c a t i o n f o r c o n t i n u i n g p r o r a t i o n i n g i n the pool 

because of the existence of nonstandard p r o r a t i o n 

u n i t s ? 

A. Yes, I've examined t h a t . 

Q. Have you reduced t h a t i n f o r m a t i o n t o a 

d i sp 1 a y ? 

A. Yes . 

Q. Let me d i r e c t your a t t e n t i o n t o E x h i b i t No. 

12. I s t h a t the i n f o r m a t i o n ? 

A. Yes. Based on the February 1990 p r o r a t i o n 

schedule, t h i s i s a d e p i c t i o n of the nonstandard 

p r o r a t i o n u n i t s i n the p o o l . And as shown, ther e are 

s i x of them. That represents 10 percent of the t o t a l 

u n i t s i n the p o o l , and a l l but one are low c a p a c i t y , 

marginal w e l l s . The only nonmarginal nonstandard u n i t 

i s underproduced; yet our i n f o r m a t i o n i n d i c a t e s i t ' s 

producing at c a p a c i t y a l s o . 

So my conclusion i s t h a t p r o r a t i o n i n g i s 

not needed t o ad j u s t e q u i t i e s between the standard and 
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nonstandard p r o r a t i o n u n i t s i n t h i s p o o l . 

Q. Turn t o E x h i b i t No. 13. What have you 

shown here, Mr. Foppiano? 

A. What I'm showing here i s a summary of the 

next 18 pages. What we d i d i s we went t o a l l the 

operators i n the p o o l , the operators of marginal and 

nonmarginal w e l l s , and asked them t o waive any p r o t e s t 

t o d e t e r m i n i n g p r o r a t i o n i n g i n t h i s pool i f t h a t was 

t h e i r o p i n i o n , determined i f p r o r a t i o n i n g should be 

term i n a t e d . 

I'm showing, as of today, I have 97 percent 

on a w e l l basis of the operators i n w e l l s i n the pool 

have waived p r o t e s t t o our a p p l i c a t i o n t o t e r m i n a t e 

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

Q. These would i n c l u d e operators of marginal 

w e l l s as w e l l as nonmarginal w e l l s ? 

A. Yes. I n f a c t , i t was kind of i n t e r e s t i n g , 

i n t a l k i n g w i t h s e v e r a l of the operators who had only 

marginal w e l l s , t h e r e was a l o t of support f o r 

t e r m i n a t i n g p r o r a t i o n i n g from the operators of the 

marginal w e l l s because of the j u s t i f i c a t i o n f o r 

compression i n s t a l l a t i o n and reworking those w e l l s , 

and doing t h i n g s and spending money t o improve the 

d e l i v e r a b i l i t y on those w e l l s . They f e l t l i k e t h a t 

the l e v e l of nonmarginal a l l o w a b l e i n the pool was so 
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low t h a t economically j u s t i f y i n g t h a t work on the 

marginal w e l l s was tough i f not impossible t o do. 

So t h e r e was a l o t of support from the 

operators of the marginal w e l l s i n a d d i t i o n t o the 

nonmarginal w e l l s . 

Q. Why wouldn't the operators of marginal 

w e l l s want the c o n t i n u a t i o n of p r o r a t i o n i n g where they 

could thereby apply a cap t o the higher c a p a c i t y w e l l s 

and keep t h e i r producing rates down? 

A. W e l l , i n d i s c u s s i o n w i t h s e v e r a l of them, 

the o p i n i o n i s t h a t t here's very l i m i t e d drainage 

c a p a b i l i t i e s here i n t h i s p o o l , t h a t t h e y ' r e not 

wo r r i e d t h a t the nonmarginal w e l l s t h a t are o f f s e t t i n g 

t h e i r w e l l s are going t o d r a i n t h e i r w e l l or adversely 

a f f e c t i t i n any way. 

They also b e l i e v e t h e r e ' s a market f o r a l l 

the gas t h a t they can s e l l , and they want t o do more 

work i n t h i s f i e l d . They want t o d r i l l some w e l l s , 

they want t o i n s t a l l compression, they want t o rework 

these w e l l s , and the low allo w a b l e s i n the past have 

precluded them from doing t h i s . 

Q. When d i d you f i r s t c o n t a c t i n g the operators 

about the performance of p r o r a t i o n i n g i n the Burton 

F l a t Morrow? 

A. As e a r l y as, I would say, J u l y or August of 
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1989 and c o n t i n u a l l y s i n c e t h e n . 

Q. D u r i n g t h a t e n t i r e p r o c e s s a l l t h e way up 

t o t o d a y , have you had anyone v o i c e an o b j e c t i o n t o 

t e r m i n a t i n g p r o r a t i o n i n g i n t h e B u r t o n F l a t - M o r r o w Gas 

Pool ? 

A. No, I have n o t . I n f a c t , I have had 

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

Q. When we lo o k a t th o s e p a r t i e s t h a t have n ot 

si g n e d w a i v e r s , would you t e l l t h e Examiner what t h e 

s t a t u s i s of your e f f o r t s t o i n f o r m t h o s e p a r t i c u l a r 

o p e r a t o r s and o b t a i n t h e i r w a i v e r s ? 

A. Yes. I ' d l i k e t o p o i n t out one t h i n g . 

I ' v e shown Coquina under t h e column o f "Have Not 

Signed W a i v e r s . " L a t e y e s t e r d a y , we r e c e i v e d a w a i v e r 

from Coquina; so t h e y have i n f a c t waived any p r o t e s t 

i n t h i s . T h a t ' s where I get t h e 97 p e r c e n t i n s t e a d o f 

the 95. 

The J. M. Huber, I had a l o t of d i f f i c u l t y 

g e t t i n g i n t o u c h were somebody t h a t knew a n y t h i n g 

about J. M. Huber's o p e r a t i o n s . When I f i n a l l y d i d , a 

co u p l e of weeks ago, t h e y i n f o r m e d me t h a t t h e y s o l d 

t h a t w e l l t o B i l l H. P e a r l P r o d u c t i o n Company, and my 

a t t e m p t s t o get ah o l d of B i l l H. P e a r l P r o d u c t i o n 

Company met w i t h no success. 

Texas I n t e r n a t i o n a l , I ' v e heard from 
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kno w l e d g e a b l e p e o p l e t h a t t h e y have gone b a n k r u p t , and 

I have been unable t o get a h o l d of anybody from Texas 

I n t e r n a t i o n a l . 

The p o i n t i s , I guess, t h e reason why I 

don' t have w a i v e r s from t h o s e two i n d i v i d u a l s i s , I 

t h i n k , more l o g i s t i c t h a n a n y t h i n g e l s e . I don't 

t h i n k t h e r e i s any p r o t e s t on t h e i r p a r t or any d e s i r e 

not t o do what we want t o do. 

Q. L e t me ask you t o s k i p now t o t h e end of 

the e x h i b i t book, Mr. Foppi a n o , and i f y o u ' l l f i n d t h e 

l a s t of t h e f o l d - o u t d i s p l a y s , w h i c h i s marked as OXY 

E x h i b i t No. 30? 

A. Yes, I have i t . 

Q. When we t a l k about your e f f o r t s t o c o n t a c t 

th e o p e r a t o r s and t h e i n t e r e s t owners w i t h i n t h i s 

a r e a , have you dev e l o p e d a map and an i n d e x by whi c h 

th e Examiner, i f he d e s i r e s , may d e t e r m i n e what 

i n t e r e s t owners have been n o t i f i e d , and where t h e i r 

i n t e r e s t s may l i e i n t h e p o o l ? 

A. Yes, I have. 

Q. D e s c r i b e f o r us t h e n what you've done w i t h 

E x h i b i t No. 30. 

A. E x h i b i t No. 30 i s an i d e n t i c a l f i e l d 

o u t l i n e t o E x h i b i t No. 1. What we've done i s break 

th e f i e l d down i n t o t r a c t s . We had s e v e r a l l a n d 
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people research the records t o i d e n t i f y the lessees 

and unleased m i n e r a l i n t e r e s t owners i n each of those 

nonproducing u n i t s i n t h i s p o o l . And, of course, we 

already knew the o p e r a t o r s , but we also had them look 

at t h a t . 

So t h i s a n a l y s i s was mainly an attempt to 

i d e n t i f y the lessees and unleased m i n e r a l i n t e r e s t 

owners w i t h i n the f i e l d l i m i t s . And t h i s d e p i c t i o n 

shows the i n d i v i d u a l t r a c t s , and along w i t h the next 

e x h i b i t , i d e n t i f i e s each of these p a r t i e s t h a t we gave 

n o t i c e t o . 

Q. When we t u r n t o E x h i b i t 31 th e n , t h a t i s 

the l i s t by t r a c t of the i n t e r e s t owners? 

A. That's c o r r e c t . 

Q. When we go t o E x h i b i t No. 32, which i s the 

l a s t t hree pages i n the book, what are we l o o k i n g at 

the re ? 

A. E x h i b i t No. 32 i s a l i s t of the operators 

of w e l l s i n the Burton Flats-Morrow F i e l d , and w i t h i n 

one m i l e of the f i e l d l i m i t s . We developed t h i s l i s t 

also f o r n o t i c e purposes of t h i s a p p l i c a t i o n . 

Q. When you look at the very l a s t page i n the 

e x h i b i t book, what i s shown there? 

A. This i s based on our research and the OCD 

records, the known nominators, purchasers, and 
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t r a n s p o r t e r s of gas from t h e B u r t o n F l a t s - M o r r o w P o o l . 

Q. From a l l t h e s e l i s t s t h e n d i d you g e n e r a t e 

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

t o us f o r s e n d i n g out c o p i e s of t h e a p p l i c a t i o n and 

n o t i c e o f the h e a r i n g t o d a y ? 

A. T h a t 1 s c o r r e c t . 

Q. Have you examined t h a t l i s t t o s a t i s f y 

y o u r s e l f t h a t i t ' s a c c u r a t e t o t h e b e s t of your 

knowledge? 

A. Yes, I hav e. 

Q. L e t me show you what i s marked as E x h i b i t 

No. 33, Mr. Foppiano, and ask you t o t u r n t o a copy of 

the a t t a c h m e n t t o t h e a p p l i c a t i o n and have you t e l l me 

whether or not t h i s r e p r e s e n t s t h e l i s t t h a t you have 

p r o v i d e d t o us f o r n o t i f i c a t i o n p u rposes? 

A. (Wi t n e s s r e f e r r e d t o document.) 

Yes, I b e l i e v e i t ' s t h e same l i s t . 

MR. KELLAHIN: Mr. Examiner, E x h i b i t No. 33 

i s our C e r t i f i c a t e of M a i l i n g . We have a t t a c h e d t o 

the end o f i t , i n a d d i t i o n t o t h e a p p l i c a t i o n and t h e 

n o t i c e l i s t , t h e c o p i e s of t h e green r e t u r n r e c e i p t 

c ards t h a t have been r e t u r n e d t o us t h u s f a r . There 

are s t i l l some t h a t are o u t s t a n d i n g , b u t th e s e a re a l l 

t h a t we have r e c e i v e d as of y e s t e r d a y . 

MR. STOVALL: Mr. Examiner, I ' d l i k e t o 
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i n t e r r u p t the proceeding at t h i s p o i n t and t u r n t o 

E x h i b i t No. 31. 

Under Tract No. 6, the r e appears an 

i n t e r e s t of Harvard and LeMay E x p l o r a t i o n Company. 

I'd l i k e t o p o i n t out t o the Examiner and t o OXY t h a t 

Harvard and LeMay E x p l o r a t i o n Company i s what's l e f t 

of a p a r t n e r s h i p i n which Mr. B i l l LeMay, the D i r e c t o r 

of t h i s D i v i s i o n , was i n v o l v e d . 

I've discussed t h i s w i t h him on previous 

occasions, and at the time t h i s a p p l i c a t i o n was f i l e d , 

reviewed i t w i t h him. Mr. LeMay s t i l l has at l e a s t a 

nominal i n t e r e s t i n Harvard and LeMay. He receives 

a b s o l u t e l y no income, has a b s o l u t e l y no ownership or 

a c t i v e p a r t i c i p a t i o n i n i t , and, i n f a c t , he i s and 

has been f o r the l a s t three years or longer a c t i v e l y 

engaged i n t r y i n g t o dispose of any i n t e r e s t he has i n 

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

I t h i n k i t ' s important t h a t you be aware 

t h a t at l e a s t n o m i n a l l y Mr. LeMay does have some small 

i n t e r e s t . And I b e l i e v e i t ' s a small m i n e r a l i n t e r e s t 

t h a t t h a t p a r t n e r s h i p may own. I'm not e x a c t l y 

accurate. 

But at t h i s t i m e , having made t h a t 

statement on the r e c o r d , I would o f f e r t o OXY and Mr. 

K e l l a h i n , i f you have any concerns w i t h t h a t at a l l , 
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Mr. LeMay w i l l be more than happy t o recuse h i m s e l f 

and may do so whether you wish or not and have the 

Deputy D i r e c t o r sign the order. 

Do you have any f e e l i n g s on t h a t ? 

MR. KELLAHIN: Mr. S t o v a l l , I t h i n k h i s 

i n t e r e s t i s so small and so a b s t r a c t i n r e l a t i o n t o 

the issue here, t h a t I can't p e r c e i v e i t as being a 

c o n f l i c t of i n t e r e s t f o r him, and we c e r t a i n l y have no 

o b j e c t i o n t o him revi e w i n g and executing the order t o 

be entered. We don't propose t o assert any c o n f l i c t 

because of h i s ownership of a small i n t e r e s t i n a 

p o r t i o n of a t r a c t t h a t i s i n v o l v e d i n the p o o l . 

MR. STOVALL: I c e r t a i n l y want i t t o be 

cl e a r on the record though t h a t does e x i s t , and I ' l l 

discuss i t w i t h him a f t e r the hearing as t o whether he 

wishes t o do so on h i s own i n i t i a t i v e . 

I have n o t h i n g f u r t h e r on t h a t i s s u e . 

MR. KELLAHIN: Okay. 

Q. Let me take you back now, Mr. Foppiano, t o 

E x h i b i t No. 14. As a r e s u l t of your study and the 

st u d i e s of the other t e c h n i c a l people t h a t a s s i s t you 

i n the performance of t h i s work, would you summarize 

f o r us what your conclusions are and recommendations 

to the Examiner ? 

A. Yes. My conclusions are, number one, t h a t 
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i n the i n t e r e s t of c o n s e r v a t i o n , p r o r a t i o n i n g should 

be t e r m i n a t e d i n t h i s p o o l . And I've o u t l i n e d some 

reasons why I t h i n k t h i s should be done, and I ' l l go 

through them. 

F i r s t , I t h i n k i t w i l l prevent waste 

because i t removes what I consider and other operators 

consider t o be a d i s i n c e n t i v e t o d r i l l i n g new w e l l s , 

reworking o ld w e l l s , and doing other t h i n g s t h a t w i l l 

increase the u l t i m a t e recovery of gas from t h i s p o o l . 

I don't b e l i e v e t h a t c o r r e l a t i v e r i g h t s 

w i l l be adversely a f f e c t e d by the g r a n t i n g of t h i s 

a p p l i c a t i o n , and I say t h i s because our a n a l y s i s 

i n d i c a t e s market demand exceeds the pool 

d e l i v e r a b i l i t y . The nonmarginal w e l l s have l i m i t e d 

drainage areas, and y o u ' l l see some more testimony and 

e x h i b i t s on t h i s . The few nonstandard p r o r a t i o n u n i t s 

t h a t are i n the f i e l d are mostly m a r g i n a l . So as f a r 

as r e c e i v i n g a b e n e f i t from t e r m i n a t i o n of 

p r o r a t i o n i n g , they won't be able t o produce any more 

than t h e y ' r e producing r i g h t now, i n my o p i n i o n . 

And t h e r e i s but one m u l t i p l e w e l l u n i t i n 

t h i s p o o l . OXY has an i n t e r e s t i n i t , and OXY has 

received an AFE from the operator t o plug and abandon 

one of those m u l t i p l e w e l l s i n t h a t u n i t ; so I don't 

t h i n k m u l t i p l e w e l l u n i t s i n t h i s pool are a problem, 
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as f a r as p r o r a t i o n i n g goes. 

In my o p i n i o n , the p o t e n t i a l f o r n o n r a t a b l e 

takes by the p i p e l i n e s no longer e x i s t s because the 

marketing of gas has changed d r a m a t i c a l l y i n t h i s pool 

where the p i p e l i n e s are not buying very much of the 

gas t h a t i s produced here. They're t r a n s p o r t i n g the 

gas, and the operators are, a l o t of them, through 

t h e i r own methods, are s e l l i n g t h e i r gas t o the spot 

market. So the takes by the p i p e l i n e s and the 

purchases by the p i p e l i n e s I don't t h i n k are an issue 

as f a r as w i l l they be nonr a t a b l e i f we t e r m i n a t e 

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

And, l a s t l y , most of the pool o p e r a t o r s , as 

I've shown you, 97 percent have waived any p r o t e s t t o 

t h i s a p p l i c a t i o n , and none have i n d i c a t e d any 

o b j e c t i o n t o us. And, i n f a c t , i n my di s c u s s i o n s w i t h 

many of them, the r e are a l o t t h a t support our 

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

MR. KELLAHIN: That concludes my 

examination of Mr. Foppiano, Mr. Examiner. 

We would move i n t r o d u c t i o n of h i s E x h i b i t s 

1 through 14 plus the p l a t 30 and the t a b u l a t i o n of 

i n t e r e s t owners, 31 and 32. 

HEARING EXAMINER: E x h i b i t s 1 through 14 

and E x h i b i t s 30, 31, and 32 w i l l be admitted i n t o 
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evidence at t h i s t i m e . 

MR. KELLAHIN: I n a d d i t i o n , we would move 

the i n t r o d u c t i o n of our C e r t i f i c a t e of M a i l i n g , which 

I b e l i e v e i s E x h i b i t 33. 

HEARING EXAMINER: Also E x h i b i t 33 w i l l be 

admitted i n t o evidence at t h i s t i m e . 

CROSS EXAMINATION 

BY HEARING EXAMINER: 

Q. Mr. Foppiano, what i s the c u r r e n t 

p r o d u c t i o n as of January -- I'm s o r r y -- as of the 

l a t e s t p r o r a t i o n schedule month r e p o r t e d , and I 

b e l i e v e , what, would t h a t be November or December? 

A. I t would be December. 

Q. What was December's t o t a l p r o d u c t i o n from 

the pool? And do you want to r e f e r t o -- i t ' s 

probably i n one of your e x h i b i t s . 

A. I've got e x a c t l y i n a t a b u l a r form r i g h t 

he r e . 

In December the pool produced on OCD 

records 540,874 Mcf, but I ' d l i k e t o p o i n t out t h a t 

we're aware t h a t number i s i n a c c u r a t e . I t i s , i n 

f a c t , 89,000 less than t h a t because, through some 

unknown reason, 89,000 Mcf was assigned as p r o d u c t i o n 

on one of our w e l l s t h a t d i d not produce i t . So the 

pool p r o d u c t i o n i s 89,000 Mcf less than t h a t . 
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And my e x h i b i t s r e f l e c t what we know t o be 

the a c t u a l p r o d u c t i o n ; so I've c o r r e c t e d my e x h i b i t s 

f o r t h a t . 

Q. So b a s i c a l l y i t ' s about 460,000 Mcf? 

A. About 450, yes, s i r . 

MR. KELLAHIN: That's on a monthly basis? 

THE WITNESS: On a monthly b a s i s . 

Q. (BY HEARING EXAMINER) Let's j u s t look at 

t h i s f i g u r e i n December. December i s n o r m a l l y , i n 

t h i s p a r t i c u l a r p o o l , the p r o d u c t i o n goes up, I would 

assume, because i t ' s i n the w i n t e r t i m e ? Would t h a t 

hold t r u e f o r t h i s p a r t i c u l a r pool? 

A. I t h i n k i n t h i s case the p r o d u c t i o n has 

gone up p a r t i a l l y because of the a d m i n i s t r a t i v e 

adjustments t h a t have been made i n t h i s p o o l . Also, I 

t h i n k t h e r e i s more d e s i r e t o s e l l as much gas as you 

can i n the w i n t e r t i m e because the p r i c e s are higher 

than i n the summertime; so th e r e are operators who l e t 

t h e i r w e l l s r i d e , I t h i n k , through the summertime t o 

accumulate a l l o w a b l e , and then open them up i n the 

w i n t e r t i m e , and i n some cases get them s i x times 

overproduced. 

Q. Does OXY partake i n t h i s p r a c t i c e ? 

A. No, OXY does not partake i n t h i s p r a c t i c e . 

Q. Who does? 
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A. My research has i n d i c a t e d one o p e r a t o r , 

Fasken; they were overproduced i n the w i n t e r of 88 and 

89 on several of t h e i r w e l l s . The p r o d u c t i o n on t h e i r 

w e l l s increased d r a m a t i c a l l y d u r i n g those w i n t e r 

months . 

During the summer months, t h e i r p r o d u c t i o n 

d e c l i n e d . And when we i n q u i r e d of them as t o why 

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

t r y i n g t o make up the ov e r p r o d u c t i o n t h a t had 

accumulated d u r i n g the w i n t e r t i m e when they were 

producing as much as they c o u l d . And they d i d n ' t want 

to go i n t o the next w i n t e r t i m e overproduced. 

So, i n my o p i n i o n , t h e i r p r o d u c t i o n was 

lower because of the al l o w a b l e s i n the p o o l . We asked 

them, " I s ther e any market c u r t a i l m e n t here?" They 

i n d i c a t e d no. They could s e l l as much gas as they 

wanted t o , but they chose t o shut t h e i r compressors 

down, cut the c o s t , and t r y t o make up t h a t 

o v e r p r o d u c t i o n so they d i d n ' t go i n t o the next 

w i n t e r t i m e massively overproduced and not produce as 

much as they wanted t o . 

Q. Let's take a look at t h i s December f i g u r e . 

I'm using t h i s f o r a purpose at t h i s p o i n t . Of t h i s 

460,000 p r o d u c t i o n , were there any c u r t a i l m e n t s -- I'm 

s o r r y ; l e t me rephrase t h a t . 
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Did any of the 11 p i p e l i n e s -- were t h e r e 

11 p i p e l i n e s i n here? 

A. That's c o r r e c t . 

Q. I guess I should say 11 t r a n s p o r t e r s 

because the p i p e l i n e s , sometimes they double up, l i k e 

El Paso and Llano have a separate t r a n s p o r t a t i o n l i n e ; 

so w e ' l l j u s t say t r a n s p o r t e r s , and we w i l l r e f e r t o 

the 11 which you show on your E x h i b i t 3. 

Were they able t o take a l l of the gas? 

A. My research i n t a l k i n g w i t h the other 

operators was yes, they were able t o produce as much 

gas as they wanted t o i n December of 1989. 

Q. And the p i p e l i n e s had no t r o u b l e t a k i n g i t ? 

A. Not t o my knowledge, they had no t r o u b l e . 

Q. Have you s t u d i e d or do you have another 

witness t h a t would perhaps give us some f i g u r e s of i f 

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

would our f i g u r e s from t h i s pool be i n December or 

would have been i n December? 

A. Yes, we have another witness t h a t w i l l 

discuss what we t h i n k the most o p t i m i s t i c number of 

pool d e l i v e r a b i l i t y i s absent p r o r a t i o n . 

Q. Okay. 

A. Another t h i n g I'd l i k e t o p o i n t o u t, and we 

have another witness t h a t w i l l discuss t h i s i n more 
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! 

d e t a i l , i s , since the a l l o w a b l e was incr e a s e d , OXY and 

other operators have done work i n the f i e l d t o I 

increase the pool d e l i v e r a b i l i t y ; so i t keeps marching j 

up. There has been a l o t of compression i n s t a l l e d on | 
i 
l 

OXY's p a r t . We've reworked some w e l l s . We have a j 
i 

w e l l d r i l l i n g . As I've s a i d , other operators have | 
! 

i n d i c a t e d they've s t a r t e d t o do some work, but some 

have i n d i c a t e d they won't u n t i l they see a l o t longer 

-- i f t h a t ' s p o s s i b l e , u n t i l they can see a l o t longer 

of the higher a l l o w a b l e s . 

HEARING EXAMINER: Mr. K e l l a h i n , we're 

going t o recess f o r about 15 minutes at t h i s p o i n t . 

MR. KELLAHIN: Sure. 

(Thereupon, a recess was taken.) 

HEARING EXAMINER: This hearing w i l l come 

to order . 

Mr. S t o v a l l , I b e l i e v e you had some 

quest i ons . j 
i 

MR. STOVALL: I do, j u s t a few qu e s t i o n s , j 
i 

Mr. Foppiano . j 

CROSS-EXAMINATION 

BY MR. STOVALL: 

Q. I s th e r e much changing about the s t a t u s of 

w e l l s from marginal t o nonmarginal? Did you see much 

f l i p - f l o p p i n g at a l l , p a r t i c u l a r l y before the 
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a d m i n i s t r a t i v e changes were made t o the m a r g i n a l / 

nonmarginal r e c l a s s i f i c a t i o n procedure? 

A. There were very few t h a t were r e c l a s s i f i e d 

as a r e s u l t of the new r u l e t h a t was i n s t i t u t e d i n the 

l a t t e r p a r t of 89. I've looked at the marginal and 

nonmarginal w e l l c l a s s i f i c a t i o n s on a two-year b a s i s , 

and I see a t r e n d , but I don't see them changing 

d r a m a t i c a l l y from month t o month. 

Q. I s the tr e n d toward more w e l l s going 

m a r g i n a l ; i s t h a t --

A. The tr e n d i s more w e l l s going m a r g i n a l . 

Q. I s the e f f e c t of t h a t t r e n d t h a t the 

all o w a b l e w i l l be d i s t r i b u t e d amongst fewer w e l l s ; i s 

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

A. This i s c o r r e c t . 

Q. One of your great concerns, i f I understand 

what you're saying, i s ther e are too many nonmarginal 

w e l l s tha-: can't produce an al l o w a b l e t h a t are i n f a c t 

h o l d i n g back the p r o d u c t i o n from other nonmarginal 

w e l l s tha-: can be produced? 

A. Yes, s i r , t h a t i s one of our concerns. 

Q. I f t h a t t r e n d were t o c o n t i n u e , have you 

done any st u d i e s or a n a l y s i s t h a t would show t h a t i f , 

l e t ' s say these underproduced w e l l s t h a t you've 

i d e n t i f i e d , i f they moved i n t o a marginal s t a t u s , what 
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would the e f f e c t be -- l e t me e x p l a i n t h i s i n terms of 

what we've seen i n other s i t u a t i o n s . 

As the number of nonmarginal w e l l s 

decreases, the a l l o w a b l e per w e l l i n c r e a s e s , and fewer 

w e l l s are able t o meet t h a t a l l o w a b l e , and t h e r e f o r e 

i t becomes kind of a s p i r a l i n t h a t d i r e c t i o n . Have 

you done any a n a l y s i s t o see how t h a t could work over 

a pe r i od of time? 

A. Yes, I have. My op i n i o n i s you're 

c o r r e c t . Given a constant amount of pool a l l o w a b l e , 

because you would be d i s t r i b u t i n g over fewer w e l l s , 

those fewer w e l l s would enjoy a l a r g e r a l l o w a b l e . The 

problem we see here i s t h a t t h a t does not work f a s t 

enough . 

We are, as of the present day, and other 

operators are already c u r t a i l i n g t h e i r p r o d u c t i o n 

because of the low allowables t h a t have been assigned 

i n the f a s t . That c u r t a i l m e n t of p r o d u c t i o n w i l l 

cause lower a l l o w a b l e s i n the f u t u r e , and, i n my 

o p i n i o n , -hat's what causes the s p i r a l e f f e c t and 

dr i v e s the a l l o w a b l e down. As the a l l o w a b l e s t a r t s 

d r o p p i n g , more w e l l s get c l o s e r t o the s i x times 

l i m i t ; they s t a r t g e t t i n g c u r t a i l e d ; t h a t drops the 

f u t u r e a l l o w a b l e . And I t h i n k t h a t j u s t p o i n t s t o one 

of the problems w i t h the c u r r e n t system i n how i t sets 
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or how i t estimates market demand and p r o r a t e s i t 

according t o the w e l l s i n the f i e l d . 

I j u s t t h i n k t h a t i t doesn't act f a s t 

enough, and w e l l s are g e t t i n g c u r t a i l e d before t h e r e ' s 

a chance t o keep the pool a l l o w a b l e up high enough. 

Q. What I'm l o o k i n g at at the moment i s 

co n s i d e r i n g a l t e r n a t i v e s t o what you're a s k i n g , the 

d e p r o r a t i o n of the p o o l . I f , f o r example, l o o k i n g at 

your E x h i b i t 6, l e t ' s take the b i g th r e e underproduced 

w e l l s , not j u s t the two you i d e n t i f i e d , but add t o 

t h a t the BHP, Burton F l a t Deep Unit No. 56, which i s 

58,000 underproduced. I s t h a t underproduction 

accumulated over a p e r i o d of time? Has i t been, do 

you know? 

A. Yes, i t has . 

Q. So i t ' s not l i k e one spike i n downward 

p r o d u c t i o n on those w e l l s t h a t ' s created t h a t , but 

rath e r a trend showing an i n a b i l i t y t o produce the 

allowable? 

A. I t ' s a t r e n d , but I t h i n k , p a r t i c u l a r l y i f 

y o u ' l l look at E x h i b i t No. 9, y o u ' l l see t h a t a l a r g e 

p o r t i o n of t h a t underage accumulated i n recent months 

when the a l l o w a b l e was a d m i n i s t r a t i v e l y increased. 

So, yes, i t i s a t r e n d , but when the 

al l o w a b l e gets r e a l h i g h , i t serves t o take a l a r g e 
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p o r t i o n of t h a t higher a l l o w a b l e and give i t t o those 

w e l l s , and i t can't be r e d i s t r i b u t e d f a s t enough 

through the c l a s s i f i c a t i o n procedure t o go t o those 

w e l l s t h a t are capable of meeting the market demand, 

and are i n f a c t t r y i n g t o meet the market demand. 

Q. Could t h a t be c o r r e c t e d , do you t h i n k , i f 

the operators approached the D i v i s i o n or i f the 

D i v i s i o n could a d m i n i s t r a t i v e l y r e c l a s s i f y those w e l l s 

marginal more r a p i d l y than the automatic system does 

to put them i n t o marginal s t a t u s and allow t h a t 

a l l o w a b l e t o go t o the nonmarginal w e l l s ? Would t h a t 

help? 

A. That would h e l p , yes. 

Q. What about, I n o t i c e OXY has not asked t h a t 

the February a l l o w a b l e or the March a l l o w a b l e be 

a d m i n i s t r a t i v e l y increased i n the same way as the 

November and December a p p l i c a t i o n s . I f t h a t were t o 

happen, i f those a l l o w a b l e s were t o be increased, 

l e t ' s say f o r the f u t u r e , would t h a t also p r o v i d e any 

assistance i n r e d i s t r i b u t i n g the a l l o w a b l e p r o p e r l y by 

keeping i z high enough? 

A. I t would. And my concern th e r e i s t h a t i t 

addresses the problem on a s h o r t - t e r m and a c o n t i n u a l , 

l i k e us h.aving t o come back and ask f o r a l a r g e r 

a l l o w a b l e -- i t would be an ongoing t y p e , s h o r t - t e r m 
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process. And i n our di s c u s s i o n s w i t h the o p e r a t o r s , 

they d e s i r e a more long-term s o l u t i o n t o t h i s problem, 

one t h a t provides them enough of a comfortable f a c t o r 

i n j u s t i f y i n g d r i l l i n g new w e l l s , i n p a r t i c u l a r . 

When you're l o o k i n g at pay-out periods of 

two t o t h r e e years of d r i l l i n g a Morrow w e l l here, 

these o p e r a t o r s , i n c l u d i n g o u r s e l v e s , would l i k e some 

comfort t h a t they can s e l l t h i s gas t h a t t h e y ' r e going 

t o produce from these w e l l s and get the w e l l p a i d --

get payback on the w e l l . I t ' s an economic v e n t u r e . 

I don't t h i n k t h a t c o n t i n u a l l y coming back 

and asking f o r the a l l o w a b l e t o be a d m i n i s t r a t i v e l y 

increased and r e l y i n g on t h a t i s going t o do a whole 

l o t t o generate the a c t i v i t y t h a t I t h i n k i s p o s s i b l e 

i n t h i s f i e l d t o increase the u l t i m a t e recovery of 

reserves . 

Q. Even i f , l e t ' s say, we d i d t h a t f o r a 

pe r i o d of one c y c l e , are you saying i n some way, keep 

the higher allowables and allow the process t o 

r e c l a s s i f y as marginal more and more w e l l s , you don't 

t h i n k thai: would u l t i m a t e l y p r o v i d e a s o l u t i o n over a 

pe r i o d of a year, say? 

A. No. I t would h e l p , but I t h i n k i n terms of 

d r i l l i n g new w e l l s , and I ' l l use our own experience as 

an example, we're l o o k i n g a t , i f we were allowed t o 
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produce what we t h i n k t h e w e l l s are ca p a b l e of 

p r o d u c i n g , i t t a k e s two y e a r s t o pay back t h e 

in v e s t m e n t . 

And management, when t h e y ' r e l o o k i n g a t t h e 

r i s k o f d r i l l i n g t h e w e l l , and t h e r e ' s an a d d i t i o n a l 

r i s k o f c u r t a i l m e n t s h o u l d t h e OCD change t h e i r mind 

or some o t h e r f a c t o r work i n here where t h e a l l o w a b l e 

would p r e v e n t us from s e l l i n g t h e gas from a new w e l l , 

I t h i n k management would be r e a l concerned about t h a t 

r i s k and may not approve t h e d r i l l i n g o f a new w e l l i n 

th e f i e l d . 

I t h i n k o t h e r o p e r a t o r s have t h e same 

c o n c e r n . They would j u s t l i k e a more l o n g - t e r m 

s o l u t i o n . And I t h i n k y e a r s i s what we're h a v i n g t o 

look a t i n terms of d r i l l i n g new w e l l s . 

I ' d a l s o l i k e t o add t h a t our a n a l y s i s 

i n d i c a t e s t h a t not v e r y many w e l l s have been added t o 

t h i s p o o l i n t h e l a s t f i v e y e a r s , and as a r e s u l t of 

the h i g h e r a l l o w a b l e s i n the l a s t s e v e r a l months, OXY 

has commenced t h e d r i l l i n g of one w e l l , t h e Government 

AB 5. I b e l i e v e i t ' s c l o s e t o TD. We have two w e l l s 

p l a n n e d f o r 1990 t h a t h i n g e upon t h e a c t i o n t a k e n 

h e r e . 

And I t h i n k t h a t i n our d i s c u s s i o n s w i t h 

o t h e r o p e r a t o r s , t h a t i s i n d i c a t i v e of t h e t y p e of 
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a c t i v i t y t h a t o t h e r o p e r a t o r s w i t h l i k e t o see t o o , 

but t h e y need t h e h i g h e r a l l o w a b l e s f o r a l o n g e r 

p e r i o d of t i m e t o be a b l e t o j u s t i f y i t . And 

t e r m i n a t i o n o f p r o r a t i o n would make them f e e l a l o t 

more c o m f o r t a b l e about i t . I t would make us f e e l a 

l o t more c o m f o r t a b l e about i t t o o . 

Q. I f I u n d e r s t o o d what you s a i d b e f o r e , you 

do have a w i t n e s s who c o u l d t e s t i f y as t o t h e 

p o t e n t i a l p r o d u c t i v e c a p a c i t y of t h i s f i e l d , and I 

would hope a l s o i n terms of t h e a b i l i t y of t h e 

p h y s i c a l p i p e l i n e s t h a t are i n th e f i e l d t o move t h e 

gas out t o t h e market? 

A. Yes, we do have an a d d i t i o n a l w i t n e s s . 

Q. L e t ' s t u r n b r i e f l y t o E x h i b i t No. 10. I t ' s 

your n o m i n a t i o n s v e r s u s p r o d u c t i o n . 

A. Yes. 

Q. Do you know what r o l e n o m i n a t i o n s p l a y i n 

th e a l l o w a b l e system t o d a y ? 

A. Yes, I do. 

Q. What i s t h a t r o l e ? 

A. None a t a l l . 

Q. So t h i s e x h i b i t r e a l l y i s n ' t v e r y h e l p f u l 

i n terms Df your a p p l i c a t i o n or t h e r o l e of t h o s e --

A. We have a n o t h e r w i t n e s s t h a t w i l l t e s t i f y 

i n more d e t a i l about t h i s , b u t i t backs up our 
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a s s e r t i o n t h a t the p i p e l i n e s are mostly t r a n s p o r t i n g 

gas out cf t h i s f i e l d . We have contacted the 

p i p e l i n e s i n t h i s f i e l d and i n q u i r e d as t o t h e i r 

marketing p r a c t i c e s and how much they ' r e buying f o r 

system supply versus how much t h e y ' r e t r a n s p o r t i n g . 

I t h i n k t h i s p r e t t y w e l l f a l l s i n l i n e w i t h 

t h a t independent research from the p i p e l i n e s . 

Q. Are you f a m i l i a r w i t h the a c t u a l order t h a t 

comes out w i t h the p r o r a t i o n schedule? 

A. Yes, I am. 

Q. Would you look at paragraph 4 of t h a t , 

please . 

A. What month? 

Q. I t doesn't m a t t e r . I happen t o have 

February here. 

A. I've got February a l s o . Okay, the 

c o n d i t i o n s i n the gas market. 

Q. Paragraph 4 of the f i n d i n g s , excuse me. 

A. Okay. 

Q. I s t h a t not what the order says, t h a t i n 

f a c t the nominations don't r e a l l y r e f l e c t the r e a l i t y ? 

A. And I b e l i e v e we've t e s t i f i e d t h a t the 

nominations do not r e f l e c t the t o t a l market demand of 

gas from :his p o o l . 

MR. STOVALL: I don't have a n y t h i n g f u r t h e r 
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at t h i s time. As we develop more evidence, we may 

des i r e t c c a l l Mr. Foppiano back. 

I f I understand your c a p a c i t y i n t h i s w i t h 

OXY -- I do have one other q u e s t i o n -- your c a p a c i t y 

w i t h OXY i s such t h a t a f t e r we've heard a l l the 

tes t i m o n y , you're k i n d of overseeing t h i s d e p r o r a t i n g 

p r o j e c t on behalf of OXY; i s t h a t c o r r e c t ? 

THE WITNESS: You could look at i t l i k e 

t h a t , yes . 

Q. A c u r i o s i t y q u e s t i o n , are you f a m i l i a r w i t h 

Order R-7982? I t ' s the Fasken a p p l i c a t i o n f o r 

t e r m i n a t i o n ? 

A. Yes, I am. 

Q. Do you know what C i t i e s Service p o s i t i o n 

was at t h a t time? 

A. Yes, I do. We p r o t e s t e d t h a t a p p l i c a t i o n . 

Q. Does t h i s c u r r e n t a p p l i c a t i o n r e f l e c t a 

change i n p o s i t i o n or some other change? 

A. I t r e f l e c t s a change i n p o s i t i o n because of 

a change in circumstances. During t h a t t i m e , as you 

know, OXY i s the l a r g e s t operator i n the p o o l , we were 

c u r t a i l e d by El Paso and not able t o market a l l of our 

gas from our w e l l s i n the p o o l . Hence we p r o t e s t e d 

the a p p l i c a t i o n t o t e r m i n a t e p r o r a t i o n . 

Since t h a t t i m e , we have gott e n our gas 
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released from El Paso, and we have the a b i l i t y t o 

market as much gas as we want t o out of t h i s p o o l . I n 

f a c t , we t r y t o market as much gas as we can; so 

c o n d i t i o n s have changed d r a m a t i c a l l y f o r us. 

MR. STOVALL: Now I r e a l l y am through. 

CROSS-EXAMINATION 

-CONTINUED-

BY HEARING EXAMINER: 

Q. I n r e f e r r i n g t o E x h i b i t No. 14, Mr. 

Foppiano, you l i s t something i n ther e -- i t ' s t i t l e d , 

"Let's Terminate P r o r a t i o n i n g Because i t w i l l prevent 

waste by removing a major d i s i n c e n t i v e f o r d r i l l i n g 

new w e l l s . " 

Do you want t o el a b o r a t e a l i t t l e b i t on 

t h i s on OXY's stan d p o i n t ? 

A. Sure. D r i l l i n g of new w e l l s , we have some 

economics; t h e y ' r e i n c l u d e d i n a l a t e r e x h i b i t , and a 

witness w i l l present them. But b a s i c a l l y they show 

under a p r o r a t i o n s c e n a r i o , i t ' s uneconomical t o d r i l l 

a w e l l i n t h i s p o o l . The pay-back p e r i o d i s too l o n g , 

and i n f a c t i t has a discounted cash flow of 

neg a t i v e . I n terms of p r o v i d i n g an economic 

i n c e n t i v e , continued p r o r a t i o n doesn't do i t . 

Reworking old w e l l s , much the same 

s i t u a t i o n but a l i t t l e b i t d i f f e r e n t . The l e v e l of 
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nonmarginal a l l o w a b l e i s what has r e a l l y caused the 

problem t h e r e . When you have a w e l l t h a t i s a 100, 

200 Mcf-a-day producer, and you can rework i t , you 

t h i n k , t o increase the d e l i v e r a b i l i t y up t o a m i l l i o n 

a day, and the nonmarginal a l l o w a b l e i s at 150 or 200 

Mcf a day, our management w i l l not approve p r o j e c t s 

t h a t r e q u i r e a c a p i t a l o u t l a y up f r o n t when we don't 

t h i n k we can s e l l the gas and recoup our investment i f 

the workover i s s u c c e s s f u l . 

The same i s t r u e f o r compression 

i n s t a l l a t ion . 

Q. Let's t a l k about d r i l l i n g and reworking at 

t h i s p o i n t . 

A. Ok ay. 

Q. How many w e l l s has OXY proposed w i t h i n the 

l a s t year or reworked w i t h i n the l a s t year t h a t have 

been turned down because of t h i s ? 

MR. STOVALL: Excuse me, Mr. Examiner, i f I 

may i n t e r r u p t at t h i s t i m e , since you've asked t h a t 

q u e s t i o n , I was going t o do t h i s when you were 

throug h , but I would l i k e t o -- the D i r e c t o r j u s t 

handed me a l e t t e r which he received from Mr. 

Foppiano. Mr. K e l l a h i n , he has asked we get t h i s i n t o 

the r e c o r d , and I b e l i e v e i t addresses the Examiner's 

quest ion . 
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I f you would i d e n t i f y t h a t l e t t e r , Mr. 

Foppiano -- i f you don't mind, w e ' l l c a l l i t an OXY 

e x h i b i t . Mr. K e l l a h i n ? 

MR. KELLAHIN: I have no o b j e c t i o n once the 

witness looks at the l e t t e r . 

THE WITNESS: Yes. This i s a l e t t e r I 

wrote t o Mr. LeMay. I t b a s i c a l l y d e t a i l e d the 

a c t i v i t y t h a t OXY has performed i n the f i e l d since the 

al l o w a b l e was a d m i n i s t r a t i v e l y increased i n October. 

P r i o r t o t h a t t i m e , we d i d very l i t t l e 

a c t i v i t y , and I can't offhand t e l l you the number of 

p r o j e c t s t h a t were turned down because they never aot 

to an AFE stage. The engineer wasn't going t o look at 

these p r o j e c t s because of the low allo w a b l e s i n t h i s 

p o o l . Since the al l o w a b l e s have been increased, the 

engineers have been given the i n c e n t i v e t o look at 

these type of a c t i v i t i e s , and t h i s l e t t e r , I t h i n k , 

d e t a i l s i : , and I ' l l j u s t read from i t . 

MR. KELLAHIN: We can mark i t , i f t h a t ' s 

a l l r i g h t . 

MR. STOVALL: We can mark i t . You don't 

need t o read i t . 

Q. (BY HEARING EXAMINER) How many u n d r i l l e d 

f r a c s does OXY have w i t h i n t h i s pool and w i t h i n a mil e 

of i t ? 
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A. I a p o l o g i z e . I c a n ' t answer t h a t q u e s t i o n . 

Q. You t a l k about r e w o r k i n g o l d w e l l s . How 

many w e l l s does OXY have? 

A. We o p e r a t e , I b e l i e v e , 18 w e l l s i n t h e 

p o o l . 

Q. Has OXY reworked any of th e s e o l d w e l l s 

w i t h i n t h e l a s t y e a r ? 

A. Yes, t h e y have. I t ' s on t h a t e x h i b i t . 

Q. On t h i s E x h i b i t 34 wh i c h I ' v e j u s t been 

handed ? 

A. Yes. 

HEARING EXAMINER: Mr. K e l l a h i n , s h o u l d we 

i n t r o d u c e E x h i b i t 34 at t h i s t i m e ? 

MR. KELLAHIN: A b s o l u t e l y , Mr. Examiner. 

HEARING EXAMINER: E x h i b i t 34 w i l l be 

a d m i t t e d i n t o e v i d e n c e . There's no f u r t h e r q u e s t i o n s 

I have o f t h i s w i t n e s s at t h i s t i m e . We may r e c a l l 

him l a t e r . 

MR. KELLAHIN: I have a c o u p l e of f o l l o w - u p 

q u e s t i o n s , Mr. Examiner. 

HEARING EXAMINER: Okay. 

REDIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. I n response t o Mr. S t o v a l l ' s q u e s t i o n s 

c o n c e r n i n g o t h e r p o s s i b l e s o l u t i o n s , Mr. Fopp i a n o , you 
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discussed w i t h Mr. S t o v a l l whether or not a more r a p i d 

r e c l a s s i f i c a t i o n of w e l l s t o a marginal s t a t u s would 

hel p , and you said i t would h e l p . I s t h a t an 

e f f e c t i v e s o l u t i o n t o the problem t h a t you see i n the 

pool ? 

A. I n my o p i n i o n , no. 

Q. What, i n your o p i n i o n , i s the most 

e f f e c t i v e s o l u t i o n f o r the problems created by the 

p r o r a t i o n i n g system? 

A. I n my o p i n i o n , the most e f f e c t i v e s o l u t i o n 

would be to t e r m i n a t e p r o r a t i o n i n g . 

Q. Why should we not simply suspend i t or 

t e m p o r a r i l y abandon i t f o r a year? 

A. I t goes t o the economics of some of t h i s 

work t h a t can be done i n the f i e l d . Operators need t o 

f e e l more comfortable about a long-term a b i l i t y t o 

s e l l the gas t h a t they get from a new w e l l d r i l l e d i n 

the pool absent a l l o w a b l e r e s t r i c t i o n s . 

Q. When was the l a s t w e l l d r i l l e d i n the pool? 

A. Can I take f i v e seconds t o --

Q. Sure. 

A. Our i n f o r m a t i o n i s the l a s t w e l l d r i l l e d i n 

the pool vas i n 1983. 

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

RECROSS EXAMINATION 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

53 

BY HEARIKG EXAMINER: 

Q. How about your Government AB W e l l #5? 

A. That i s c u r r e n t l y d r i l l i n g . I t has n o t 

been completed i n t h e p o o l y e t . 

Q. Are t h e r e any o t h e r w e l l s between 1985 and 

now t h a t have been d r i l l e d but not completed i n t h a t 

p o o l ? 

A. I'm sure t h e r e a r e . There are w e l l s t h a t 

have been d r i l l e d f o r o t h e r p r o d u c i n g h o r i z o n s i n t h a t 

p o o l . 

Q. I s your Government AB 5, i s t h a t f o r t h e 

Morrow or f o r an o t h e r p o o l ? 

A. That i s f o r t h e Morrow. 

Q. I'm g o i n g t o ask my q u e s t i o n a g a i n . Are 

t h e r e any w e l l s down t o t h e Morrow, not f o r any o t h e r 

p o o l , b u t s p e c i f i c a l l y went down t o t h e Morrow t h a t 

have not been completed i n t h e Morrow y e t ? 

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

I f y o u're r e f e r r i n g t o d r y h o l e s --

Q. E x p l a i n t o me your "AB" #5. What's g o i n g 

on? You d r i l l e d i t t o t h e Morrow? 

A. T h a t ' s c o r r e c t . We are d r i l l i n g i t t o t h e 

Morrow. 

Q. When d i d you s t a r t d r i l l i n g i t ? 

A. L a t t e r p a r t of 89. I don ' t have an exac t 
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d a t e . 

Q. So i t s h o u l d be -- i s i t c a b l e t o o l e d ? 

A. No, s i r . 

Q. So you're down t o t h e Morrow; r i g h t ? 

A. We're c o r i n g . 

Q. You're down t o t h e Morrow? 

A. We're down t o t h e Morrow. 

Q. You're s t i l l t e s t i n g i t ? 

A. C o r r e c t . 

Q. You haven't c o m p l e t e d i t y e t ? 

A. Th a t ' s c o r r e c t . I d o n ' t even b e l i e v e we 

set p i p e on i t y e t . 

Q. Have t h e r e been any o t h e r w e l l s between 

1983 and today t h a t s p e c i f i c a l l y were d r i l l e d down t o 

the Morrow t h a t are s t i l l w a i t i n g some s o r t of a 

p i p e l i n e hookup, or t h a t are s t i l l t e s t i n g , such as 

your "AB" 5? 

A. Not t h a t I'm aware o f . 

HEARING EXAMINER: Okay. No o t h e r 

q u e s t i o n s a t t h i s t i m e . 

Mr. K e l l a h i n ? 

MR. KELLAHIN: N o t h i n g e l s e . Thank you. 

Mr. Examiner? 

HEARING EXAMINER: Yes, Mr. K e l l a h i n . 

MR. KELLAHIN: At t h i s t i m e , Mr. Examiner, 
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I'd l i k e t o c a l l Michael Dawson. Mr. Dawson i s a gas 

marketer w i t h e x p e r t i s e i n t h i s p a r t i c u l a r pool on 

behalf of h i s company. 

MICHAEL DAWSON, 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn 

upon h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY KELLAHIN: 

Q. Mr. Dawson, f o r the r e c o r d , would you 

please s t a t e your name and occupation. 

A. My name i s Michael Dawson. I'm a sales 

r e p r e s e n t a t i v e f o r the n a t u r a l gas market w i t h OXY 

USA. 
i 

Q. Would you describe what you do i n r e l a t i o n 

t o your company's business i n the Burton Flat-Morrow 

Gas Pool? 

A. I'm re s p o n s i b l e f o r i d e n t i f y i n g markets f o r 

gas and securing c o n t r a c t s f o r the sale of t h a t gas. j 
! 

Q. For gas produced out of t h i s p a r t i c u l a r 

pool ? 

A. For gas produced out o f . 

Q. How long have you performed t h a t f u n c t i o n 

f o r your company, Mr. Dawson? 

A. Since 1981. 
Q. Have your engineers and t e c h n i c a l personnel 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

56 

p r o v i d e d you w i t h some r e s e r v o i r or p o o l c a p a c i t y or 

d e l i v e r a t i l i t y numbers? 

A. Yes, t h e y have. 

Q. For your company as w e l l as what t h e y 

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

the p o o l ? 

A. Yes, t h e y have. 

Q. Have you made a s t u d y t o d e t e r m i n e whether 

or n o t i n your o p i n i o n you can market t h a t gas 

produced ? 

A. Yes, I have. 

Q. Have you a l s o made a s t u d y t o u n d e r s t a n d 

whether or not t h e r e i s any se a s o n a l f l u c t u a t i o n and 

the range of t h a t f l u c t u a t i o n i n terms o f gas market 

f o r t h e gas produced from t h i s p o o l ? 

A. Yes, I have. 

MR. KELLAHIN: At t h i s t i m e , Mr. Examiner, 

we t e n d e r Mr. Dawson as an e x p e r t gas m a r k e t e r . 

HEARING EXAMINER: Mr. Dawson i s so 

q u a l i f i e d . 

Q. (BY MR. KELLAHIN) Give us some b a c k g r o u n d , 

Mr. Dawson, i n a g e n e r a l way, about what i s done w i t h 

t h e gas produced out of t h e B u r t o n F l a t - M o r r o w Gas 

P o o l . Where does i t go, and who consumes i t ? 

A. I n g e n e r a l , t h e gas t h a t ' s produced from 
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the pool i s t r a n s p o r t e d out of the p o o l , p r i m a r i l y by 

i n t e r s t a t e p i p e l i n e s t o v a r i o u s markets. There are 

also i n t r a s t a t e p i p e l i n e s which t r a n s p o r t gas out of 

the p o o l . H i s t o r i c a l l y , those p i p e l i n e s have been 

purchasers of the gas t o date. They are mostly 

t r a n s p o r t i n g the gas t o other markets, and the gas can 

be sold t o a v a r i e t y of markets t h a t are a c c e s s i b l e 

through those p i p e l i n e s . 

Q. I n the c u r r e n t market c o n d i t i o n s f o r the 

gas produced from the p o o l , who i s the u l t i m a t e 

consumer of the gas produced? Where does i t go? 

Where i s the end market? 

A. The end markets vary. They are u t i l i t i e s 

and brokerage companies and i n d u s t r i a l i n s t a l l a t i o n s , 

a v a r i e t y of d i f f e r e n t markets a v a i l a b l e . 

Q. Let me ask you t o go t o what i s marked as 

OXY E x h i b i t No. 15. Are you f a m i l i a r w i t h t h i s 

d i splay? 

A. Yes, I am. 

Q. Would you i d e n t i f y and describe the 

i n f o r m a t i o n on the d i s p l a y ? 

A. Okay. The p o r t i o n which i s col o r e d green 

i d e n t i f i e s the p r o d u c t i o n from the pool f o r years 1988 

and 1989. 

The red p o r t i o n of the e x h i b i t shows OXY's 
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p r o d u c t i o n from the pool f o r the same p e r i o d of time . 

And i t shows how our gas was produced i n r e l a t i o n t o 

pr o d u c t i o n from the o v e r a l l p o o l . 

Q. Compare f o r me, i f you w i l l , s i r , the 

r e l a t i o n s h i p of the gas p r o d u c t i o n from the pool 

d u r i n g t h i s p e r i o d of time t o the market demand f o r 

t h a t gas . 

A. Okay. The market demand f o r t h a t p e r i o d of 

time d i d change, and i t i s r e f l e c t e d i n our 

product i on . 

As you can see, d u r i n g the p e r i o d 1988, up 

u n t i l September, the r e was l i m i t e d p r o d u c t i o n by OXY 

from the p o o l . And a f t e r t h a t p e r i o d of ti m e , the 

pr o d u c t i o n increased s i g n i f i c a n t l y . What t h a t 

r e f l e c t e d was was the f a c t , as I b e l i e v e Mr. Foppiano 

a l l u d e d t o t h i s e a r l i e r , t h a t h i s t o r i c a l l y we have had 

sales arrangements p r i m a r i l y w i t h El Paso N a t u r a l Gas 

Company, and we were subject t o whatever t h e i r 

l i m i t a t i o n s were i n terms of t a k i n g gas. And a f t e r 

t h a t gas was released from El Paso from our c o n t r a c t s 

w i t h El Paso, toward the end of 1988, we began t o be 

able t o s e l l our gas v i r t u a l l y at c a p a c i t y , whatever 

was a v a i l a b l e . 

Q. What have the engineers provided you i n 

terms of .a t o t a l c a p a c i t y or a t o t a l d e l i v e r a b i l i t y of 
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gas t h a t can be produced by the e x i s t i n g w e l l s out of 

the p o o1V 

A. For the e n t i r e pool? 

Q. Yes , s i r . 

A. 600 m i l l i o n cubic f e e t per month. 

Q. What p o r t i o n of t h a t volume i s represented 

by OXY's d e l i v e r a b i l i t y or c a p a c i t y of t h e i r w e l l s ? 

A. OXY's d e l i v e r a b i l i t y would be a l i t t l e l ess 

than h a l f of t h a t . On a d a i l y r a t e , t h a t would 

represent about 20 m i l l i o n cubic f e e t per day, I 

t h i n k , and OXY's would be somewhere i n the range of 9 

to 10 m i l l i o n cubic f e e t per day. 

Q. Let's examine OXY's p o r t i o n of the t o t a l 

pool d e l i v e r a b i l i t y . On a monthly b a s i s , OXY's share 

of the pool d e l i v e r a b i l i t y i s what volume, s i r ? 

A. On a monthly basis? 

Q. Yes, s i r . 

A. A l i t t l e less than 300 m i l l i o n cubic f e e t 

per month. 

Q. I f the engineers t e l l you t h a t f o r the 

OXY's wei:.s t h a t represents the t o t a l c a p a c i t y of 

those w e l l s t o produce, i n your o p i n i o n can you market 

t h a t volume of gas? 

A. Yes, s i r , I can. 

Q. What volume of gas have you a c t u a l l y been 
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marketing? 

A. I have been marketing the t o t a l 

d e l i v e r a b i l i t y of 300. 

Q. Do you have a market demand t h a t exceeds 

the t o t a l d e l i v e r a b i l i t y of OXY's w e l l s ? 

A. Yes, s i r , I do". 

Q. I s t h a t s u b j e c t t o seasonal adjustments t o 

the extent t h a t you w i l l have pool d e l i v e r a b i l i t y t h a t 

exceeds the market demand t h a t you've i d e n t i f i e d f o r 

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

A. No, s i r , i n my o p i n i o n , i t w i l l n o t . 

Q. Why? 

A. And I would l i k e t o r e f e r back t o the 

e x h i b i t . You w i l l see t h a t f o r 1988, d u r i n g the 

pe r i o d of time t h a t we were s e l l i n g gas p r i m a r i l y t o 

El Paso was the l a s t p e r i o d t h a t we had t h a t seasonal 

f l u c t u a t i o n . Of course, t h a t was due to the f a c t t h a t 

t h a t was our market. We were l i m i t e d i n t h a t sense. 

But a f t e r we have been able t o go out and ex e r c i s e --

w e l l , pursue other markets, and ther e are other market 

o p p o r t u n i t i e s out t h e r e , you can see through the same 

pe r i o d of time i n 1989, we d i d n ' t experience any 

d r o p - o f f Ln our sa l e s . 

Q. When we look at t o t a l pool d e l i v e r a b i l i t y , 

and on a monthly basis you gave me 600 thousand Mcf a 
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month ? 

A. Yes. 

Q. Let's assume t h a t OXY has the t o t a l pool 

d e l i v e r a t i l i t y , not only f o r t h e i r w e l l s but f o r a l l 

the w e l l s , and your engineer s a i d , "Mr. Dawson, I'm 

going t o give you the t o t a l pool d e l i v e r a b i l i t y t o 

market . n 

A. Yes. 

Q. Do you t h i n k you could market t h a t gas? 

A. Yes, s i r , I b e l i e v e I can. 

Q. What's the basis f o r t h a t opinion? 

A. I t ' s been my experience t h a t markets are 

a v a i l a b l e f o r the purchase of t h i s gas which exceed 

the producer's a b i l i t y t o s e l l the gas from the f i e l d 

i n the p a st. 

Q. Are you aware of any operator t h a t i s 

having any kin d of c u r t a i l m e n t of h i s p r o d u c t i o n f o r 

lack of a market? 

A. No, s i r , not simply f o r lack of market. 

Q. Do you see any d i s p a r i t y between the 

t r a n s p o r t e r s of gas produced i n the pool so t h a t i f a 

c e r t a i n operator i s hooked up w i t h a c e r t a i n 

t r a n s p o r t e r , then even when he wants t o get t o market, 

he can't? Do you see any of t h a t going on i n t h i s 

pool ? 
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A. Of course, the d i f f e r e n t p i p e l i n e s have 

d i f f e r e n t c a p a c i t y and t h a t type of t h i n g , but i t i s 

important t o recognize the f a c t t h a t there are 

in t e r c o n n e c t p o i n t s between most of these p i p e l i n e s , 

and there i s access t o v a r i o u s kinds of exchange 

arrangements and whatnot; so t h a t , i n my o p i n i o n , t h a t 

would not impose any kin d of l i m i t a t i o n on your 

a b i l i t y t o take the gas to some a v a i l a b l e market. 

There would be a way t o move the gas. 

Q. I s the c u r r e n t market i n any way l i k e the 

h i s t o r i c a l market s e v e r a l years ago where a producer 

i s locked i n t o a long-term gas c o n t r a c t w i t h El Paso 

or some other company t h a t now i s i n the 

t r a n s p o r t a t i o n business? 

A. Not at a l l . I n f a c t , most of the p i p e l i n e s 

i n the f i e l d have ceased being purchasers of gas and 

have become mostly t r a n s p o r t e r s of gas. That's the 

t r e n d . Tne highest percentage of purchased gas by any 

one of the p i p e l i n e s t h a t we are s e l l i n g gas to i n the 

f i e l d i s 25 p e r c e n t , and the remainder of t h a t gas 

throughput on t h e i r system i s t r a n s p o r t e d gas, which 

r e f l e c t s the f a c t t h a t producers i n t h i s area are 

g e t t i n g t h e i r gas released from the t r a d i t i o n a l types 

of arrangements t h a t you r e f e r t o , and th e y ' r e 

pursuing other kinds of markets, and they are securing 
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t h o s e m a r k e t s . 

Q. Are you aware of any i n s t a n c e i n t h e p o o l 

where an o p e r a t o r because of s e a s o n a l demands i n t h e 

summertine i s l o c k e d i n t o a l o n g - t e r m c o n t r a c t t h a t he 

ca n ' t get t e m p o r a r y r e l e a s e of t h a t gas volume i f he 

wants t o t a k e i t t o an o t h e r market? 

A. I t ' s been my e x p e r i e n c e t h a t most of t h e 

p i p e l i n e s are w i l l i n g t o o f f e r s h o r t - t e r m r e l i e f f o r 

s i t u a t i o n s f o r such an o p e r a t o r , and month-to-month or 

seas o n a l r e l e a s e of gas i s r e a d i l y f o r t h c o m i n g . They 

are w i l l i n g t o o f f e r t h o s e k i n d s of o p p o r t u n i t i e s t o 

p r o d u c e r s who may have gas c o n t r a c t e d t o them who 

o t h e r w i s e would not be a b l e t o s e l l i t due t o a 

decrease i n summer demand. 

Q. Based upon your e x p e r i e n c e , Mr. Dosson, do 

you see any reason t o c o n t i n u e t h e p r o r a t i o n system 

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

market demand f o r t h a t p o o l ' s p r o d u c t i o n among t h e 

o p e r a t o r s i n t h e p o o l w e l l s ? 

A. No, s i r . 

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. Dawson. We would 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 No. 15 at t h i s t i m e , Mr. 

Examiner. 

HEARING EXAMINER: E x h i b i t No. 15 w i l l be 
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admitted i n t o evidence at t h i s t i m e . 

CROSS-EXAMINATION 

BY HEARING EXAMINER: 

Q. Mr. Dawson, do you know roughly about what 

percentage of the gas i s i n t e r s t a t e as opposed t o 

i n t r a s t a t e from t h i s pool? 

A. No, s i r , I don't, but I b e l i e v e the 

m a j o r i t y of i t goes i n t o i n t e r s t a t e markets. 

Q. How about of the t r a n s p o r t e r s , which ones 

are t r a n s p o r t i n g i n t r a s t a t e ? 

A. Which t r a n s p o r t e r s are t r a n s p o r t i n g 

i n t r a s t a t e ? 

Q. Yes. 

MR. STOVALL: Mr. Dawson, you might look at 

E x h i b i t 3. 

HEARING EXAMINER: Yes, t h a t ' s what I'm 

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

THE WITNESS: Okay. The t r a n s p o r t e r s t h a t 

I recognize t h a t would be t r a n s p o r t i n g gas i n t r a s t a t e 

would be 3as Company of New Mexico and Llano. 

The other names on t h i s l i s t , some of them 

are o p e r a t o r s , have perhaps systems of t h e i r own, 

p r i m a r i l y , f o r moving t h e i r own gas. P h i l l i p s 66 

would be sort of -- they would be a t r a n s p o r t e r , and 

they would also be a gatherer t o t h e i r own 
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f a c i l i t i e s . They are not a t y p i c a l t r a n s p o r t e r i n the 

sense of El Paso N a t u r a l Gas or Llano or Gas Company 

of New Mexico, Northern N a t u r a l , or N a t u r a l Gas 

P i p e l i n e . 

Q. How about OXY? OXY's name appears on 

here. What kind of a marketing r e l a t i o n s h i p or 

t r a n s p o r t a t i o n r e l a t i o n s h i p does OXY have i n t h i s 

pool ? 

A. I b e l i e v e t h a t would j u s t be our own 

ga t h e r i n g f a c i l i t i e s which take the gas to our own 

processing p l a n t , processing f a c i l i t i e s . 

Q. Does OXY as a t r a n s p o r t e r , does i t take 

j u s t gas from t h e i r own w e l l s , or are they also t a k i n g 

gas from other w e l l s ? 

A. We take gas from other w e l l s as w e l l . 

Q. Do you have a percentage perhaps of 

pr o d u c t i o n or a number of w e l l s from the other 

operators t h a t are hooked up to OXY's t r a n s p o r t a t i o n 

system ? 

A. No, I don't. 

Q. Do you know which p a r t of the pool t h a t 

OXY's l i n e goes to? 

MR. STOVALL: I s there another witness who 

can answer t h a t b e t t e r ? 

THE WITNESS: Yes, s i r . 
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MR. KELLAHIN: We have a r e s e r v o i r engineer 

who can t e l l the connections. 

HEARING EXAMINER: We'll j u s t w a i t f o r 

t h a t . I have no other questions of Mr. Dawson. 

Are there other questions of t h i s witness? 

MR. STOVALL: I do have j u s t a couple of 

que s t i o n s , Mr. Dawson. 

CROSS-EXAMINATION 

BY MR. STOVALL: 

Q. Do you market a l l of OXY's gas through i t s 

o p e r a t i o n s , l e t ' s say, the Southwest j u s t t o keep i t 

simple? 

A. No, I don't, but I do market the m a j o r i t y 

of i t i n t h i s area. 

Q. Do you market a l l of OXY's New Mexico gas? 

A. Let me e x p l a i n something about how we are 

s t r u c t u r e d now t h a t causes t h a t t o be a l i t t l e b i t 

d i f f e r e n t . 

In 1981 and through 1985, I marketed the 

gas. I had primary r e s p o n s i b i l i t y f o r the e n t i r e 

area, our e n t i r e Southwest r e g i o n . Since t h a t time 

we've been s t r u c t u r e d a l i t t l e b i t d i f f e r e n t l y i n t h a t 

t h e r e are reps who have been assigned t o s p e c i f i c 

p i p e l i n e s , and they would also then at t h i s time be 

res p o n s i b l e f o r marketing gas on those p i p e l i n e s . 
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However, t h a t does not i n the Southwest or i n t h i s 

area doesn't r e f l e c t a m a j o r i t y of t h e i r business. 

Most of cur gas would not be s i t u a t e d on those 

p i p e l i n e s . I t ' s s o r t of a chance occurrence. 

Q. The reason I'm asking those questions i s , I 

guess the r e a l q u e s t i o n i s , do you have a p r e t t y good 

understanding of OXY's t o t a l gas marketing o p e r a t i o n s 

and s i t u a t i o n ? 

A. Yes, I do. 

Q. Say, j u s t coming out of New Mexico gas, 

roughly what general f r a c t i o n or percentage of OXY's 

gas comes out of the Burton Flat-Morrow Pool? We're 

l o o k i n g at less than a q u a r t e r , less than a h a l f ? 

A. Much less than a q u a r t e r . 

Q. So th e r e i s s u b s t a n t i a l gas produced 

throughout mostly southeast New Mexico; i s t h a t 

c o r r e c t ? 

A. I'm sorr y ? 

Q. I s most of OXY's p r o d u c t i o n i n southeast 

New Mexico f o r gas? Most of i t ' s New Mexico 

pr o d u c t i o n ? 

A. Most of OXY's p r o d u c t i o n companywide? 

Q. No, j u s t f o r New Mexico, w i t h i n the 

southeast . 

A. Yes, t h a t ' s c o r r e c t . 
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Q. Does the gas go both d i r e c t i o n s , east and 

west ? 

A. Yes , i t does. 

Q. Do you know i f OXY has any problem 

marketing gas from other pools and f i e l d s i n New 

Mexico? Are you able t o market a l l the gas you 

produce? 

A. Yes, we are. 

Q. So i t ' s not j u s t t h a t you are able t o 

market the Burton F l a t gas, but i n f a c t any gas t h a t 

OXY i s capable of produ c i n g , i t can f i n d a market f o r ? 

A. T h a t 1 s r i g h t . 

Q. At an acceptable p r i c e , I assume t h a t 

means? Not n e c e s s a r i l y d e s i r a b l e but acceptable? 

A. Yes, I guess an acceptable p r i c e , yes. 

MR. STOVALL: I t h i n k t h a t answers a l l the 

questions I've got f o r the moment. 

HEARING EXAMINER: For the moment. Thank 

you , Mr. Dawson. 

MR. KELLAHIN: Mr. Examiner, I ' d l i k e t o 

c a l l Mr. Scott Gengler. Mr. Gengler i s a r e s e r v o i r 

engineer and a p r o d u c t i o n engineer t h a t ' s done 

a d d i t i o n a l work f o r OXY w i t h regards t o some of the 

t o p i c s i n v o l v e d i n today's h e a r i n g . 

SCOTT GENGLER, 
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t h e w i t n e s s h e r e i n , a f t e r 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 : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Gen g l e r , would you p l e a s e g i v e us your 

name and o c c u p a t i o n f o r t h e r e c o r d . 

A. My name i s S c o t t G e n g l e r , s p e l l e d 

G -e-n-g-l-e-r. I'm a p e t r o l e u m e n g i n e e r w i t h OXY USA. 

Q. Mr. Gengl e r , have you on p r i o r o c c a s i o n s 

t e s t i f i e d as a p e t r o l e u m e n g i n e e r b e f o r e t h e D i v i s i o n ? 

A. No, I have n o t . 

Q. Would you summarize your e d u c a t i o n a l 

background f o r us? 

A. Yes. I have a B a c h e l o r of Science Degree 

i n P e t r o l e u m E n g i n e e r i n g from Texas A&M U n i v e r s i t y . 

Q. Subsequent t o g r a d u a t i o n , would you 

summarize f o r us your employment e x p e r i e n c e as t o 

p e t r o l e u m e n g i n e e r i n g ? 

A. I have been a p r o d u c t i o n and r e s e r v o i r 

e n g i n e e r f o r OXY USA s i n c e g r a d u a t i o n . 

Q. Are you f a m i l i a r w i t h t h e p r o d u c t i o n and 

the r e s e r v o i r c h a r a c t e r i s t i c s i n t h e B u r t o n 

F l a t - M o r r o w Gas Pool o f Eddy County, New Mexico? 

A. Yes, I am. 

MR. KELLAHIN: We t e n d e r Mr. Genqler as an 
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i 

expert petroleum engineer. 

HEARING EXAMINER: Mr. Gengler i s so 

q u a l i f ied . 

Q. (BY MR. KELLAHIN) I n terms of s t u d y i n g the 

question of whether or not p r o r a t i o n i n g can be 

ter m i n a t e d o r , i n the a l t e r n a t i v e , continued i n the 

Burton Flat-Morrow, what were you asked t o do, Mr. 

Gengler ? 

A. I was asked t o look at the drainage 

question as i t a p p l i e s t o marginal w e l l s and 

nonmarginal w e l l s , and whether or not these marginal 

w e l l s would d r a i n p r o d u c t i o n from the non -- excuse me 

-- nonmarginal w e l l s would d r a i n p r o d u c t i o n from the 

marginal w e l l s . 

Q. I n the absence of p r o r a t i o n ? 

A. Ri g h t . 

Q. I n order t o answer the que s t i o n of whether 

or not the nonmarginal w e l l s w i l l d r a i n beyond t h e i r 

320-acre spacing u n i t i f the p r o r a t i o n i n g a l l o w a b l e 

r e s t r i c t i o n s are removed, what d i d you do? 

A. We looked at a l l the nonmarginal w e l l s t h a t 

OXY operates i n the pool and determined what t h e i r 

drainage area was. 

Q. Have you reduced your c a l c u l a t i o n s and your 

work t o a summary d i s p l a y t h a t shows the r e s u l t s of 
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t h a t c a l c u l a t i o n ? 

A. Yes r I have. 

Q. Let me t u r n t o E x h i b i t No. 16. I s t h i s 

your e x h i b i t ? 

A. Yes, i t i s . 

Q. Describe f o r us what you've done and what 

you've concluded. 

A. We have c a l c u l a t e d from isopach maps a 

PhiHSg f c r each one of our nonmarginal w e l l s i n the 

pool and used t h a t data along w i t h data from P/Z 

an a l y s i s f o r a couple of reserves i n a v o l u m e t r i c 

equation t o determine drainage area. 

Q. When you look at the nonmarginal w e l l s t h a t 

OXY operated i n the p o o l , what d i d you c a l c u l a t e f o r 

the drainage areas of those w e l l s ? 

A. We c a l c u l a t e d t h a t a l l w e l l s t h a t we 

operate as nonmarginal w e l l s have a drainage area of 

less than 320 acres. 

Q. The c a l c u l a t e d drainage areas f o r each of 

those s i x w e l l s i s shown on E x h i b i t No. 16? 

A. Yes, i t i s . 

Q. Describe f o r us the method t h a t you went 

about to get t h a t drainage area. 

A. We had our g e o l o g i s t do isopach maps of 

each i n d i v i d u a l sand t h a t i s produced i n each one of 
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the nonmarginal w e l l s , and we came up w i t h an isopach 

map f o r each one of those w e l l s . 

We then used t h a t data w i t h p l a n i m e t e r data 

t o come up w i t h the PhiHSg. j 

Q. What, i f a n y t h i n q , d i d you do as an i 

engineer t o check the accuracy of the v o l u m e t r i c j 

c a l c u l a t i o n ? 

A. We used P/Z a n a l y s i s t o come up w i t h our 

reserves, and we double-checked t h a t number against j 

our d e c l i n e curve a n a l y s i s and also r a t e versus cum 

gas a n a l y s i s . 

Q. I n your o p i n i o n , are the w e l l s t h a t you've 

chosen t o determine whether or not they had the j 
i 

a b i l i t y t o d r a i n areas l a r g e r than 320, whether or not j 
! 

those w e l l s are r e p r e s e n t a t i v e and t y p i c a l of the j 

higher c a p a c i t y nonmarginal w e l l s i n the pool? j 

A. Yes. I b e l i e v e t h a t these are t y p i c a l . I 

OXY i s the l a r g e s t operator i n the p o o l . We have the 

most amount of nonmarginal w e l l s . These w e l l s are 

spread out both i n the n o r t h and i n the south end of 

the pool and give a r e p r e s e n t a t i v e c r o s s - s e c t i o n of 

the w e l l s i n the p o o l . 

Q. Can you give us a case study and show us 

the c a l c u l a t i o n s and the method of a n a l y s i s t h a t you 

ap p l i e d t o each of the s i x w e l l s ? 
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A. Yes, I can. 

Q. Which w e l l d i d you s e l e c t f o r t h e case 

s t u d y ? 

A. We chose t h e OXY o p e r a t e d E l i z o n d o F e d e r a l 

A #3. 

Q. Why d i d you s e l e c t t h e E l i z o n d o F e d e r a l A 

#3 w e l l ? 

A. I t had t h e most amount of r e c o v e r a b l e 

r e s e r v e s a s s i g n e d t o i t and i n our d r a i n a g e area 

c a l c u l a t i o n s , showed t h e most d r a i n a g e area of any of 

our w e l l s . 

Q. I f we then had a l i k e l y c a n d i d a t e f o r a 

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

u n i t s , t h i s i s i t ; r i g h t ? 

A. Yes, i t i s . 

Q. What d i d you do? 

A. We took and d e t e r m i n e d t h e d r a i n a g e area 

f o r t h i s w e l l . 

Q. Your d r a i n a g e c a l c u l a t i o n i s shown on 

E x h i b i t 17? 

A. Yes, i t i s . 

Q. Then you c o n f i r m e d t h e c a l c u l a t i o n by 

comparing i t t o t h e c u m u l a t i v e r e c o v e r y on your P/Z 

ve r s u s Q p l o t ? 

A. Yes. 
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Q. Do you have a p l o t f o r t h a t w e l l shown i n 

the e x h i b i t book? 

A. Yes, I do. 

Q. That 1s No. 18? 

A. Yes. 

Q. Using the P/Z versus Q gas slope, what d i d 

you determine t o be the t o t a l gas reserves f o r the 

w e l l ? 

A. 7.58 b i l l i o n cubic f e e t . 

Q. How d i d t h a t match w i t h your v o l u m e t r i c s 

t h a t you c a l c u l a t e d your drainage f o r ? 

A. They matched i d e n t i c a l l y . 

Q. I n your o p i n i o n , w i l l the high c a p a c i t y 

nonmarginal w e l l s i n the absence of p r o r a t i o n i n g have 

the o p p o r t u n i t y t o impair the c o r r e l a t i v e r i g h t s of 

the o f f s e t t i n g spacing u n i t s by e n j o y i n g a drainage 

advantage over those spacing u n i t s ? 

A. No, they w i l l n ot. 

Q. Have you looked at any other e n g i n e e r i n g 

f a c t o r s or conclusions t h a t would support your o p i n i o n 

t h a t the high c a p a c i t y w e l l s i n t h i s area are not 

going t o d r a i n more than 320 acres? 

A. Yes, I have. 

Q. What d i d you do? 

A. On our Elizondo Federal A #3, I took our 
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o f f s e t t i n g w e l l s t o the n o r t h , t o the south, and t o 

the east of the Elizondo Federal A #3, and I compared 

bottom hcle pressures. 

Q. So the Examiner can f i n d where you are i n 

the p o o l , l e t ' s take E x h i b i t No. 1 and have you show 

us where these four w e l l s on E x h i b i t No. 19 are 

1ocat ed ? 

A. The Elizondo Federal A #3 i s lo c a t e d i n 

Section 20 of Township 21 South, Range 27 East. 

Q. Down on the south end of the pool? 

A. Yes. 

Q. And the other w e l l s t h a t are shown on 

E x h i b i t 19, where are those w e l l s located? 

A. They are lo c a t e d i n Sections 20, 21, and 

29 . 

Q. By l o o k i n g at the bottom hole pressure 

i n f o r m a t i o n f o r those four w e l l s , what does i t t e l l 

you as an engineer? 

A. I t t e l l s me t h a t there i s no d i f f e r e n c e or 

no c o r r e l a t i v e r i g h t s problems between the marginal 

and the nonmarginal w e l l s . 

Q. When we look at t h i s d i s p l a y , which are the 

nonmarginal w e l l s , and which are the marginal? 

A. The Elizondo Federal A #3 i s a nonmarginal 

w e l l . The other t h r e e are m a r g i n a l . 
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I'd l i k e t o p o i n t out the CDM A #1 i s 

c u r r e n t l y c l a s s i f i e d as a marginal w e l l , but we have 

had a t u b i n g leak i n t h a t w e l l and have had t o r e p a i r 

i t . I t takes time t o r e p a i r the damage t h a t i s done 

by the water t h a t has been put on t h a t f o r m a t i o n , plus 

we have other mechanical problems t h a t we need t o f i x , 

and we are kin d of w a i t i n g t o see what happens w i t h 

t h i s hearing before we decide whether or not we want 

t o do t h i s work. 

Q. What i s the magnitude or range of pressure 

d i f f e r e n t i a l between the marginal w e l l s and the 

nonmarginal w e l l s shown on t h i s d i s p l a y ? 

A. There i s a d i f f e r e n c e of about 1,500 t o 

1,600 pounds. 

Q. For t h i s p a r t i c u l a r r e s e r v o i r i n t h i s area, 

what does t h a t t e l l you? 

A. I t t e l l s me t h a t these two zones are not 

communicated, and t h a t t h e r e should be no drainage 

between these two zones. 

Q. Were you asked t o study any other issue or 

t o p i c w i t h regards t o t h i s case? 

A. Yes, I was. 

Q. What were you asked t o do? 

A. I was asked t o determine the pool 

d e l i v e r a b i l i t y of t h i s p o o l . 
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Q. Did you do t h a t ? 

A. Yes , I d i d . 

Q. What, i n your o p i n i o n , i s t h e c u r r e n t t o t a l 

p o o l d e l i v e r a b i l i t y f o r t h e B u r t o n F l a t - M o r r o w Gas 

Pool ? 

A. I found t h a t t h e p o o l d e l i v e r a b i l i t y i s 600 

m i l l i o n c u b i c f e e t per month. 

Q. How d i d you make t h a t d e t e r m i n a t i o n ? 

A. We c o n t a c t e d a l l t h e n o n m a r g i n a l 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 what t h e d e l i v e r a b i l i t y of 

t h e i r w e l l s were. Then we assembled t h a t i n f o r m a t i o n 

from them, assuming t h a t t h e y may or may not be 

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

The m a r g i n a l w e l l s , we assumed t h a t t h e y 

c o u l d produce a n y t h i n g t h e y c o u l d ; so t h e y were g i v i n g 

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

d e l i v e r a b i l i t y . 

Q. What i s OXY's t o t a l d e l i v e r a b i l i t y of t h e 

w e l l s t h a t t h e y o p e r a t e ? 

A. I t ' s a p p r o x i m a t e l y 250 m i l l i o n per day. 

HEARING EXAMINER: 215? 

THE WITNESS: 250. 

Q. (BY MR. KELLAHIN) Were you asked t o do 

a n y t h i n g e l s e ? 

A. Yes, I was. 
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Q. What else were you asked t o do? 

A. I was asked t o look at the o p p o r t u n i t y t o 

work over, d r i l l , or add compression t o our w e l l s t o 

increase p r o d u c t i o n from t h i s p o o l . 

Q. Does t h a t o p p o r t u n i t y e x i s t ? 

A. C u r r e n t l y , i t has l i m i t e d a p p l i c a t i o n s due 

to a l l o w a b l e s . 

Q. Describe f o r us what you've done i n order 

t o reach t h a t c o n c l u s i o n . 

A. The f i r s t t h i n g t h a t we d i d was, a f t e r 

g e t t i n g an increase i n al l o w a b l e i n October, we worked 

over four w e l l s , and we i n s t a l l e d compression on seven 

a d d i t i o n a l w e l l s . 

Q. Can you give us a p l a t t h a t shows the 

s p e c i f i c w e l l s i n which a d d i t i o n a l work was done? 

A. Yes, I can . 

Q. I s t h a t E x h i b i t No. 20? 

A. Yes, i t i s . 

Q. Let's go t o t h a t and have you i d e n t i f y f o r 

us t h a t d i s p l a y and the c o l o r code t h a t a p p l i e s t o the 

d i sp1 ay. 

A. On t h i s map, the blue dots i n d i c a t e the 

work t h a t has been done since October of 1989 as f a r 

as workovers. I t also i n c l u d e s two w e l l s t h a t have 

been recompleted i n t o the p o o l . 
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The orange d o t s i n d i c a t e t h e compressor 

a p p l i c a t i o n s t h a t have been added. There are seven o f 

t h o s e . 

The green d o t s i n d i c a t e proposed 1990 

work o v e r s t h a t we had proposed t o management but have 

not r e c e i v e d a p p r o v a l o f . 

And t h e red d o t s are the proposed 1990 

w e l l s , i n c l u d i n g t h e government "AB" #5 t h a t i s 

c u r r e n t l y b e i n g c o m p l e t e d . 

Q. Assume t h a t p r o r a t i o n c o n t i n u e s and a l s o 

assume t h e Commission does n o t p u t any a d m i n i s t r a t i v e 

bonus a l l o w a b l e i n t o t h e system. Under t h o s e 

a s s u m p t i o n s , can OXY go ahead w i t h t h e r e w o r k , 

r e c o m p l e t i o n , compressor i n s t a l l a t i o n s , or t h e 

d r i l l i n g o f new w e l l s i n t h i s p o o l ? 

A. No, t h e y may n o t . 

Q. Why n o t ? 

A. Due t o economics. 

Q. I f we a p p l y a c o n s i s t e n t l e v e l o f t e m p o r a r y 

bonus a l l o w a b l e s so t h a t each w e l l e n j o y s on a 

c o n t i n u a l r e g u l a r m o n t h l y b a s i s a f i x e d amount of 

a l l o w a b l e , what a l l o w a b l e amount would t h a t have t o be 

i n o r d e r t o g e n e r a t e t h e a d d i t i o n a l w o r kover and 

r e c o m p l e t i o n work? 

A. I would say t h e bonus a l l o w a b l e t h a t was 
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added i n October and November would j u s t i f y t h a t i f we 

could be guaranteed f o r one or two years t h a t t h a t 

would be i n e f f e c t . 

Q. What does t h a t t r a n s l a t e down t o t o an 

i n d i v i d u a l nonmarginal w e l l i n terms of a d a i l y 

producing r a t e , do you remember? 

A. I b e l i e v e i t was about 700 Mcf per day. 

Q. 750 i s what I remember, but i t was i n t h a t 

range? 

A. Okay, yes. 

Q. What o p p o r t u n i t y d i d OXY exer c i s e then i n 

response t o r e c e i v i n g the temporary bonus all o w a b l e s 

i n October and November of 89? 

A. We took and i n s t a l l e d seven compressors on 

both nonmarginal and marginal w e l l s . 

Q. And t h a t i s what's shown on t h i s e x h i b i t ? 

A. Yes, along w i t h the workovers. 

Q. Why i s t h a t not a s u f f i c i e n t enough a c t i o n 

by the D i v i s i o n t o allow the pool t o be operated i n 

such a way t h a t we maximize u l t i m a t e l i m i t e d recovery 

from the pool? 

A. Because we are proposing t o do other work, 

and t h a t other work needs a longer response time t o 

recapture our investment i n these workovers and 

d r i l l i n g o p p o r t u n i t i e s . And r i g h t now our 
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management's concern i s how long do we get t h i s bonus 

a l l o w a b l e . 

Q. I d e n t i f y f o r us what has been the recent 

h i s t o r y i n terms of new d r i l l i n g a c t i v i t y t a r g e t e d f o r 

t h i s p a r t i c u l a r p o o l . 

A. Since 1983 when we d r i l l e d the l a s t w e l l i n 

the p o o l , t h e r e has been no other w e l l s d r i l l e d down 

to the Morrow u n t i l we commenced the d r i l l i n g of the 

Government AB #5 i n December of 1989. 

Q. Why was t h a t w e l l commenced then? 

A. We decided t o go ahead and s t a r t our 

d r i l l i n g program t o show the Commission t h a t t h e r e i s 

a d d i t i o n a l o p p o r t u n i t y f o r d r i l l i n g i n t h i s pool and 

what kind of r e s u l t s t h a t we might o b t a i n . 

Q. Why wasn't t h a t o p p o r t u n i t y exercised from 

83 t o December of 89? 

A. F i r s t of a l l , the market demand was below 

what the d e l i v e r a b i l i t y of the w e l l s were; hence, we 

could not market a l l the gas t h a t we were prod u c i n g , 

which was p r e t t y t y p i c a l of a l l o p e r a t o r s . 

Q. That's changed though i n the l a s t 18 

months, has i t not? 

A. Yes, i t has. 

Q. I n the l a s t 18 months, why wasn't, i n 

response t o the removal of the c o n s t r a i n t s of the 
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market demand -- i n other words, you've got market 

demand t h a t now exceeds pool d e l i v e r a b i l i t y , why d i d 

t h a t not t r i g g e r a d d i t i o n a l d r i l l i n g i n the pool i n 

the l a s t 18 months? 

A. Because of low a l l o w a b l e s . 

Q. Let's t u r n now t o E x h i b i t No. 21 and have 

you i d e n t i f y and describe t h a t e x h i b i t . 

A. This i s a graph of p r o d u c t i o n from one of 

our marginal w e l l s i n the Burton Flat-Morrow Pool 

where we have i n s t a l l e d compression. This w e l l i s , 

l i k e I say, s t i l l c l a s s i f i e d as a marginal w e l l . 

P r i o r t o the i n s t a l l a t i o n of the compressor, the w e l l 

was producing approximately 300 Mcf per day. P r i o r t 

the bonus a l l o w a b l e , t h i s w e l l was c l a s s i f i e d as 

nonmarginal. I t was making the 220 average a l l o w a b l e 

f o r the l a s t 12 months p r i o r t o the bonus a l l o w a b l e . 

I n December we i n s t a l l e d compression, and 

we are c u r r e n t l y producing i n the range of 700 Mcf pe 

day, which when the Commission gets around t o 

r e c l a s s i f y i n g i t would move i t from a marginal t o a 

nonmarginal s t a t u s . 

Q. What's your c o n c l u s i o n from l o o k i n g at the 

i n f o r m a t i o n on the Tracy C #1 w e l l ? 

A. My conclusion i s th e r e ' s ample 

o p p o r t u n i t i e s t o increase p r o d u c t i o n w i t h 
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compression. I f the a l l o w a b l e s were t o remain back 

p r i o r t o the bonus a l l o w a b l e at 220, we would have 

never done t h i s work. 

Q. Let's t u r n t o E x h i b i t No. 22, Mr. Gengler, 

and have you i d e n t i f y and describe the i n f o r m a t i o n on 

t h i s d i s p l a y . 

A. These are t y p i c a l w e l l economics f o r 

d r i l l i n g a Burton Flat-Morrow w e l l . T y p i c a l d r i l l i n g 

cost i s $685,000. We have shown thr e e cases here, the 

f i r s t case being one where the average a l l o w a b l e was 

220 Mcf per day, which was the average a l l o w a b l e f o r 

the 12 months p r i o r t o the a d d i t i o n of the bonus 

al1owable. 

The second case assumes t h a t we keep t h a t 

750 Mcf per day bonus a l l o w a b l e and not change i t f o r 

at l e a s t two t o th r e e years. 

And the t h i r d case i s i f t h e r e was no 

p r o r a t i o n at a l l . 

Q. What do you conclude from making t h i s 

economic a n a l y s i s i n terms of whether or not 

p r o r a t i o n i n g can be continued? 

A. The f i r s t case where we stay back where we 

were on a p r o r a t i o n at 220 Mcf per day, the net 

present worth of the d r i l l i n g w e l l would be a negative 

$10,000. 
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On the p r o r a t e d case where we had 750 Mcf 

per day guaranteed, the present worth i s $521,000 and 

would take 2.1 years t o get our money back on i t . 

The t h i r d case w i t h no p r o r a t i o n has a 

present worth of $582,000, and t h a t ' s 1.5 years 

pay-back p e r i o d . 

Q. I n your o p i n i o n , should p r o r a t i o n i n g be 

continued f o r the Burton Flat-Morrow Gas Pool? 

A. No, i t should not. 

Q. Let me t u r n now t o E x h i b i t 23. What i s 

t h a t , s i r ? 

A. This i s a l e t t e r from one of the other 

operators i n the f i e l d , Petrus O i l Company, and t h i s 

was an u n s o l i c i t e d l e t t e r t o our p e t i t i o n f o r 

d e p r o r a t i n g the Burton Flat-Morrow F i e l d . 

In t h e i r l e t t e r , they say th e r e ' s no 

economic i n c e n t i v e t o rework these w e l l s because of 

the low a l l o w a b l e s . They f e e l l i k e t h a t they have 

p o t e n t i a l i n t h e i r marginal w e l l s t o rework them, but 

w i t h the a l l o w a b l e even at 750 Mcf per day, i t doesn't 

give them a s e c u r i t y t o go about doing t h i s or the 

economic j u s t i f i c a t i o n t o do i t . 

Q. And you're t a l k i n g about reworking of the 

marginal wells? 

A. Yes. 
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Q. I n your o p i n i o n , Mr. Gengler, i f the 

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

i n c r e a s i n g the u l t i m a t e recovery of gas from the pool? 

A. No, i t w i l l n o t . 

Q. I d i d n ' t make myself c l e a r . 

A . Excuse me. 

Q. I f they t e r m i n a t e , i n your o p i n i o n , w i l l 

t h a t r e s u l t i n i n c r e a s i n g the u l t i m a t e recovery? 

A. Yes, i t w i l l increase the u l t i m a t e recovery 

of the pool because i t w i l l allow us and other 

operators t o do rework and compression i n s t a l l a t i o n s 

t h a t they would not do under p r o r a t i o n . 

MR. KELLAHIN: That concludes my 

examination of Mr. Gengler. 

We would move the i n t r o d u c t i o n of h i s 

E x h i b i t s 20 thr o u g h , I b e l i e v e 23 i s the l a s t one. 

HEARING EXAMINER: E x h i b i t s 20 through 23 

w i l l be admitted i n t o evidence. 

CROSS-EXAMINATION 

BY HEARING EXAMINER: 

Q. Mr. Gengler, l e t ' s r e f e r t o E x h i b i t No. 22, 1 

and you b r i n g t h a t f i g u r e up again, and i t ' s been 

mentioned s e v e r a l t i m e s , and I want t o make sure I get 

i t r i g h t , what t h i s f i g u r e i s and where i t came from. 

The 750 Mcf per day, e x p l a i n t o me what t h a t i s 
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again. 

A. That i s what we used as the bonus a l l o w a b l e 

t h a t was put i n t o e f f e c t i n October of 89, and we used 

t h a t as a standard, you know, i f we got a bonus 

a l l o w a b l e equal t o t h a t from now t o the end of the 

pool l i f e . 

Q. Was t h i s the only f i g u r e you worked w i t h ? 

Did you work w i t h another f i g u r e , say 600, 650, 500 

Mcf per day on any of your economic analyses? 

A. No, we d i d n o t . 

Q. How many w e l l s i n t h i s pool -- I ' l l ask i t 

i n two p a r t s . You have d e f i n i t e l y looked at i t as f a r 

as OXY's w e l l s . How many OXY w e l l s are there t h a t are 

capable of producing over 650 Mcf per day? 

A. I'd say four or f i v e . 

Q. On a r e g u l a r basis -- now, are we t a l k i n g 

about a f t e r workover, or are we t a l k i n g about now? 

A. We're t a l k i n g about now. 

Q. How about poolwide? 

A. I would say the r e ' s probably another three 

or four c u r r e n t l y t h a t can produce over t h a t 650, but 

I'd l i k e to also i n t e r j e c t t h a t s e v e r a l operators have 

t o l d me t h a t they would l i k e t o i n s t a l l compression or 

do some rework t o increase those. 

One company i n p a r t i c u l a r said t h a t they 
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would l i k e t o rework a w e l l and p u t i t on 

co m p r e s s i o n . They've t e s t e d f o r compression and f e e l 

l i k e i t would make 2 m i l l i o n per day. C u r r e n t l y , t h e 

d e l i v e r a b i l i t y i s 160 Mcf per day. 

Q. Of OXY's w e l l s t h a t are c a p a b l e , t h e f o u r 

or f i v e t h a t would be ca p a b l e of p r o d u c i n g over 750 

Mcf a day, where a re t h e y l o c a t e d i n t h e p o o l ? 

A. They're p r e t t y much spread out t o t h e p o o l . 

Q. Th a t ' s what I was g e t t i n g a t . 

A. They're not c o n c e n t r a t e d i n one a r e a . 

Q. The same w i t h t h e t h r e e or f o u r o t h e r s ? 

A. Yes. 

HEARING EXAMINER: Mr. K e l l a h i n , I see t h a t 

we're g o i n g t o have some ge o l o g y e n t e r i n t o t h i s ? 

MR. KELLAHIN: J u s t b r i e f l y t o l a y t h e 

f o u n d a t i o n f o r 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 t h a t were 

done f o r t h e d r a i n a g e c o n c l u s i o n s , Mr. Examiner. I 

w o u l d n ' t e x p e c t i t t o t a k e more t h a n 15 mi n u t e s t o p u t 

t h a t i n . 

Q. (BY HEARING EXAMINER) Of th e s e OXY w e l l s 

-- I'm g o i n g t o r e f e r t o E x h i b i t No. 16 -- of t h e OXY 

w e l l s t h a t you a l l u d e d t o t h a t were c a p a b l e of 

p r o d u c i n g over 750 Mcf a day, are t h e y l i s t e d on 

E x h i b i t 16? 

A. A l l b u t one or two of them are l i s t e d on 
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here. 

Q. Which one of these s i x w e l l s can produce 

over 750 Mcf a day? 

A. The Cawley A #1, the Government AD #3. 

P r i o r t o the workover, the Elizondo Federal A #3 was 

capable. I t c u r r e n t l y i s n o t . We have some damage 

from a t u b i n g leak on t h a t w e l l , but p r o d u c t i o n i s 

slo w l y c l i m b i n g , and we expect i t i n the next few 

months t o be back above 650. 

Q. Those are two. I s ther e another one on 

there ? 

A. There was the Cawley A #1, the Government 

AD #3, and we expect here f a i r l y soon the Elizondo 

Federal A #3. 

Q. Going back t o E x h i b i t No. 22, i n the t h i r d 

case, nonprorated, you get a payback over 

one-and-a-half years. This i s a t y p i c a l w e l l 

economics. What kind of d a i l y p r o d u c t i o n are we 

1ook ing at ? 

A. I n i t i a l p r o d u c t i o n of 1.3 m i l l i o n per day. 

Q. Of a t y p i c a l w e l l , when would we s t a r t 

seeing t h i s p r o d u c t i o n drop o f f ? 

A. What do you mean by drop o f f ? 

Q. To the 750 Mcf a day. 

A. I would assume i t would take about a year, 
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y e a r - a n d - a - h a l f . 

HEARING EXAMINER: I have no o t h e r 

q u e s t i o n s of t h i s w i t n e s s . Are t h e r e any q u e s t i o n s of 

Mr. Gengler? 

MR. STOVALL: I don ' t ask e n g i n e e r s 

quest i o n s . 

HEARING EXAMINER: He may be excused. 

Mr. K e l l a h i n ? 

MR. KELLAHIN: My l a s t w i t n e s s , Mr. 

Examiner, i s John C a r r o l l . Mr. C a r r o l l i s a 

g e o l o g i s t . 

JOHN CARROLL, 

th e w i t n e s s h e r e i n , a f t e r 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 : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. C a r r o l l , f o r t h e r e c o r d , would you 

pl e a s e s t a t e your name and o c c u p a t i o n . 

A. Yes. My name i s John C a r r o l l . I'm an 

e x p l o i t a t i o n g e o l o g i s t w i t h OXY USA, I n c . 

Q. How do you s p e l l your l a s t name? 

A. C - a - r - r - o - 1 - 1 . 

Q. Mr. C a r r o l l , have you on p r i o r o c c a s i o n s 

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. No, I have n o t . 
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Q. Would you summarize your e d u c a t i o n a l 

background ? 

A. I have a B a c h e l o r ' s of Science Degree i n 

Geology fro m t h e U n i v e r s i t y of Texas a t E l Paso wh i c h 

was r e c e i v e d i n 1981. Since t h a t t i m e , I have worked 

f o r C i t i e s , OXY, i n b o t h an e x p l o r a t i o n and p r o d u c t i o n 

capac i t y . 

Q. Have you p r e p a r e d a g e o l o g i c i n t e r p r e t a t i o n 

o f t h e v a r i o u s areas i n t h e B u r t o n F l a t - M o r r o w Gas 

Pool ? 

A. Yes , I have. 

Q. How l o n g have you been w o r k i n g i n t h i s 

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

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

A. Since 1988. 

MR. KELLAHIN: We t e n d e r Mr. C a r r o l l as an 

e x p e r t p e t r o l e u m g e o l o g i s t . 

HEARING EXAMINER: Mr. C a r r o l l i s so 

q u a l i f i e d . 

Q. (BY MR. KELLAHIN) Mr. C a r r o l l , what were 

you asked t o do w i t h r e g a r d s t o t h i s p a r t i c u l a r case? 

A. I was asked t o a s s i s t our e n g i n e e r i n 

d e t e r m i n i n g t h e d r a i n a g e areas f o r a l l of our 

n o n m a r g i n a l w e l l s w i t h i n t h e B u r t o n F l a t - M o r r o w p o o l . 

Q. I n o r d e r t o f u l f i l l t h a t r e s p o n s i b i l i t y , 
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what d i d you do? 

A. I went t h r o u g h a number of v a r i o u s stages 

t o come up w i t h some PhiH numbers t h a t were u t i l i z e d 

i n Mr. Gengler's c o m p u t a t i o n s . 

Q. Have you p r o v i d e d i n t h e e x h i b i t book a s e t 

or an example of t h e PhiH maps t h a t you p r e p a r e d f o r 

h i s use ? 

A. Yes , I have. 

HEARING EXAMINER: For t h e r e c o r d , we're 

t a l k i n g Greek a g a i n , r i g h t , Mr. K e l l a h i n ? 

THE WITNESS: Yes. Those PhiH maps are 

E x h i b i t s 25 t h r o u g h 28 i n t h e book. 

Q. (BY MR. KELLAHIN) L e t me ask you, s i r , t o 

t u r n t o E x h i b i t No. 24, whi c h i s t h e f i r s t of t h e 

g e o l o g i c d i s p l a y s . You p r e p a r e d t h a t ? 

A. Yes, I d i d . 

Q. I n l o o k i n g a t t h e s t r a t i g r a p h y of t h e 

Bu r t o n F l a t - M o r r o w , i d e n t i f y f o r us t h a t p o r t i o n o f 

th e Morrow t h a t you mapped and u t i l i z e d f o r purposes 

of Mr. Gengler's c a l c u l a t i o n s o f t h e d r a i n a g e a r e a s . 

A. For t h a t p a r t i c u l a r case s t u d y , I d i d PhiH 

maps on t h e Morrow B h o r i z o n . 

Q. Why d i d you choose t h e Morrow B h o r i z o n f o r 

th e p a r t i c u l a r w e l l s t o map? 

A. For t h a t p a r t i c u l a r case, because t h o s e 
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p a r t i c u l a r sands were the p r o d u c t i v e sands i n t h a t 

case study area. 

Q. Having prepared a n o r t h - s o u t h s t r a t i g r a p h i c 

c r o s s - s e c t i o n through the p o o l , what do you conclude? 

A. I t h i n k i t shows the v a r i a b i l i t y i n sand 

d e p o s i t i c n from the n o r t h e r n p a r t of the pool t o the 

southern p a r t of the p o o l . The blue areas are 

carbonates, and the y e l l o w areas are i n d i c a t i v e of 

sands . 

Q. Mr. Gengler has concluded based upon h i s 

work t h a t i f p r o r a t i o n i n g i s t e r m i n a t e d , t h a t he 

cannot f i n d any of the w e l l s he's examined t h a t w i l l 

have the a b i l i t y t o d r a i n more than the 320-acre 

spacing u n i t assigned t o them. How do you react to 

r e c e i v i n g t h a t c onclusion as a g e o l o g i s t , Mr. C a r r o l l ? 

A. I t h i n k based on the d e p o s i t i o n a l system 

we're l o o k i n g at here and the d i s c o n t i n u i t y of the 

Morrow r e s e r v o i r , as i s e x e m p l i f i e d by E x h i b i t No. 29 

Q. Let's t u r n t o E x h i b i t No. 29 and take a 

look at t h a t . 

A. This was a c r o s s - s e c t i o n through the case 

study area from south t o n o r t h . I t shows t h a t the 

primary p r o d u c t i v e sand, the B-2 sand, as you go t o 

the n o r t h , t h a t r e s e r v o i r q u a l i t y d i m i n i s h e s r a p i d l y 
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to the n c r t h . And due to t h a t d i s c o n t i n u i t y , I'm not 

su r p r i s e d at a l l t h a t these nonmarginal w e l l s do not 

d r a i n or a c t u a l l y d r a i n less than 320 acres. 

Q. For purposes of the r e c o r d , l e t ' s go 

through a case study so t h a t Mr. Stogner understands 

the g e o l c g i c basis f o r the engine e r i n g c o n c l u s i o n s . 

Let me s t a r t w i t h E x h i b i t 25. 

A. Okay. I ' l l give you a l i t t l e background up 

to t h a t e x h i b i t . 

Q. A l l r i g h t . 

A. What I attempted t o do i s c o r r e l a t e the 

p r o d u c t i v e sands f o r each nonmarginal w e l l from t h a t 

nonmarginal w e l l t o the surrounding w e l l s . And f o r 

each p r o d u c t i v e sand, I created a PhiH map f o r each 

p r o d u c t i v e sand. 

Q. And you d i d t h i s f o r a l l of the ones on 

which Mr. Gengler has c a l c u l a t e d drainage areas? 

A. Yes, I have. 

Q. For purposes of the e x h i b i t book, you have 

inc l u d e d only those set of geologic d i s p l a y s t h a t 

apply t o the Elizondo #3? 

A. Yes. 

Q. When we look at the Elizondo #3 th e n , 

E x h i b i t No. 25 i s your mapping of the B-2 sand? 

A. Yes. And I d i d s i m i l a r PhiH mapping f o r 
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a l l of the p r o d u c t i v e sands i n t h a t nonmarginal w e l l 

and surrounding w e l l s . 

Q. And then Mr. Gengler has taken the sum 

t o t a l of a l l those maps f o r those producing sands i n 

t h a t n onnarginal w e l l and made h i s c a l c u l a t i o n s of the 

gas t o be recovered and, c o r r e s p o n d i n g l y , the drainage 

areas ? 

A. Yes, he has . 

MR. KELLAHIN: That concludes my 

examination of Mr. C a r r o l l . 

Mr. Examiner, we would move the 

i n t r o d u c t i o n of h i s geologic d i s p l a y s which are shown 

i n the e x h i b i t book, s t a r t i n g w i t h E x h i b i t 24 through 

29 . 

HEARING EXAMINER: E x h i b i t s 24 through 29 

are admitted i n t o evidence. 

THE WITNESS: The l a s t w e l l on t h a t 

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

the case study, the CDM "A" #1. 

HEARING EXAMINER: And t h a t i s the only 

w e l l ? 

THE WITNESS: Yes, s i r . That was j u s t t o 

give you a general idea of the v a r i a b i l i t y i n sand 

d e p o s i t i o n across the f i e l d . 

That l a s t c r o s s - s e c t i o n I have on a l a r g e r 
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s c a l e i f you'd l i k e t o l o o k a t t h a t . 

CROSS-EXAMINATION 

BY HEARING EXAMINER: 

Q. No. I was t r y i n g t o e s t a b l i s h w h i c h zones 

are t h e more p r o l i f i c p r o d u c e r s ? 

A. I would say t h e Morrow B and t h e Morrow A. 

Morrow C i s p r i m a r i l y c a r b o n a t e s . 

Q. W i t h i n t h e Morrow B, which of t h e 

s t r i n g e r s ? You've got B-1. 

A. For our p a r t i c u l a r case s t u d y , I b e l i e v e 

t h e B-2 would be t h e p r i m a r y c o n t r i b u t o r t o t h a t 

p r o d u c t i o n . 

Q. Do we see t h i s B-2 zone p i n c h out as we go 

t o t h e n o r t h ? 

A. Yes, I b e l i e v e we do f o r t h i s p a r t i c u l a r 

s t u d y a r e a . We're d e a l i n g w i t h h i g h l y c h a n n e l i z e d 

systems h e r e , and t h i s B-2 can p i c k up a g a i n i n o t h e r 

areas of t h e f i e l d . We d i d a s i m i l a r p r o c e s s f o r each 

one of our n o n m a r g i n a l w e l l s . 

HEARING EXAMINER: I have no q u e s t i o n s of 

t h i s w i t n e s s . He may be excused. 

MR. KELLAHIN: One f o l l o w up, one q u e s t i o n . 

REDIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. As a g e o l o g i s t , do you see any d i r e c t 
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the c a l c u l a t i o n s and t h e c o r r e s p o n d i n g p r o d u c t i v i t y of 

the w e l l s ? 

A. Yes, I do. I t h i n k t h e r e ' s d i r e c t 

c o r r e s p o n d e n c e . 

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

HEARING EXAMINER: Thank you, Mr. K e l l a h i n . 

MR. KELLAHIN: That c o n c l u d e s our 

p r e s e n t a t i o n , Mr. Examiner. 

HEARING EXAMINER: I don ' t b e l i e v e t h e r e ' s 

any -- or I have no reason t o r e c a l l any w i t n e s s e s a t 

t h i s p o i n t , Mr. K e l l a h i n . Do you? 

MR. KELLAHIN: No, s i r . 

HEARING EXAMINER: Do you have a n y t h i n g you 

would l i k e t o c l o s e w i t h ? 

MR. KELLAHIN: We'd l i k e t h e o p p o r t u n i t y , 

i f you d e s i r e , t o p r o v i d e you w i t h a d r a f t o r d e r t h a t 

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

a p p l i c a t i o n . As you can see from t h e w i t n e s s e s , OXY 

has examined t h i s p a r t i c u l a r p o o l i n - d e p t h f o r a 

number of months. We've t r i e d t o l o o k a t t e r m i n a t i n g 

p r o r a t i o n i n g from e v e r y c o n c e i v a b l e p o s s i b l e 

p e r s p e c t i v e , l o o k i n g a t a l l t h e major and secondary 

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

I t ' s i n t e r e s t i n g t o note t h a t we cannot 
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f i n d anycne t h a t wants t o keep p r o r a t i o n i n g i n the 

p o o l . There i s no reason, I t h i n k , t o have an 

a d m i n i s t r a t i v e s o l u t i o n f i x e d upon a pool i n which 

none of the i n t e r e s t owners want i t . I t h i n k what 

we're asking you i s why keep something t h a t no one 

want s. 

There are c e r t a i n t h i n g s t o examine. A l l 

the other issues are based upon the s i n g l e compelling 

reason f o r p r o r a t i o n i n g , and t h a t i s , when the pool 

d e l i v e r a b i l i t y i s going t o r e g u l a r l y and c o n s i s t e n t l y 

exceed market demand, then t h a t i s the p r e d i c a t e upon 

which we base p r o r a t i o n i n g because we have 

p r o d u c t i v i t y or d e l i v e r a b i l i t y of the w e l l s t h a t i s 

going t o exceed the pool market demand. 

The demonstration here i s t h a t j u s t the 

reverse i s o c c u r r i n g , has occurred i n the recent p a s t , 

and w i l l continue t o occur on a re g u l a r b a s i s . That 

i s , market demand i s going t o c o n s i s t e n t l y exceed the 

d e l i v e r a b i l i t y of the p o o l . There i s not a seasonal 

adjustment f a c t o r t h a t j u s t i f i e s the c o n t i n u a t i o n of 

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

We might t r y t o guess and see what l e v e l of 

p r o d u c t i v i t y or al l o w a b l e i s going t o j u s t i f y the 

economic i n c e n t i v e s necessary f o r the a d d i t i o n a l work, 

but I t h i n k we're guessing. I t h i n k we need t o 
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terminate p r o r a t i o n i n g and l e t the operators i n the 

p o o l i n g go about the business of producing gas from 

t h a t pool i n the most e f f i c i e n t way. We can f i n d no 

reason tc continue the p r o r a t i o n i n g f o r t h i s 

p a r t i c u l a r p o o l , and, a c c o r d i n g l y , would request the 

D i v i s i o n t o t e r m i n a t e . Thank you. 

HEARING EXAMINER: Thank you, Mr. 

K e l l a h i n . 

Does anybody else have a n y t h i n g f u r t h e r i n 

t h i s case? 

Mr. K e l l a h i n , I won't t u r n down your o f f e r 

f o r a rough d r a f t . 

MR. KELLAHIN: A l l r i g h t , s i r . 

HEARING EXAMINER: Case No. 9872 w i l l be 

taken under advisement. 
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EXAMINER CATANACH: C a l l Case 9872. 

MR. STOVALL: I n t h e m a t t e r o f Case Number 

9872 b e i n g reopened p u r s u a n t t o p r o v i s i o n s o f 

D i v i s i o n Order R-9463 w h i c h o r d e r , among o t h e r 

t h i n g s , p r o v i d e d f o r t h e r e o p e n i n g o f Case 9872 i n 

o r d e r t h a t a l l o p e r a t o r s i n t h e B u r t o n F l a t - M o r r o w 

Gas P o o l , Eddy County, New Mexico, may appear and 

p r e s e n t e v i d e n c e r e l a t i v e t o t h e permanent 

t e r m i n a t i o n o f gas p r o r a t i o n i n g f o r s a i d B u r t o n 

F l a t - M o r r o w Gas P o o l . 

EXAMINER CATANACH: Are t h e r e appearances i n 

t h i s case? 

MR. KELLAHIN: Mr. Examiner, I'm Tom K e l l a h i n 

w i t h t h e Santa Fe Law F i r m K e l l a h i n , K e l l a h i n & 

Aubrey a p p e a r i n g t o d a y on b e h a l f o f Oxy USA I n c . , 

and I have one w i t n e s s t o be sworn. 

MR. CATANACH: Are t h e r e any o t h e r 

appearances ? 

(No r e s p o n s e ) . 

W i l l t h e w i t n e s s p l e a s e s t a n d and be sworn 

i n ? 

( A t w h i c h t i m e Mr. Foppiano was sworn.) 

RICHARD E. FOPPIANO, 

th e W i t n e s s h e r e i n , b e i n g d u l y sworn, was examined 

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

BY MR. KELLAHIN: 

Q. W i l l you p l e a s e s t a t e y o u r name and 

oc c u p a t i o n ? 

A. My name i s R i c h a r d E. Foppiano, and my 

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

USA i n M i d l a n d , Texas. 

Q. Mr. Foppiano, d i d you t e s t i f y i n Case 9872 

on F e b r u a r y 2 1 , 1990 i n t h e case i n w h i c h y o u r 

company sought t o t e r m i n a t e gas p r o r a t i o n i n g i n t h e 

B u r t o n F l a t - M o r r o w Gas Pool? 

A. Yes, I d i d . 

Q. And b o t h p r i o r t o and subsequent t o t h a t 

h e a r i n g , have you k e p t y o u r s e l f i n f o r m e d w i t h 

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

t o d a y ' s h e a r i n g ? 

A. Yes, I have. 

Q. Based upon y o u r s t u d i e s , Mr. Fo p p i a n o , have 

you come t o c o n c l u s i o n s about w h e t h e r o r n o t 

p r o r a t i o n i n g i n t h e B u r t o n F l a t - M o r r o w Gas Pool 

ought t o be t e r m i n a t e d o r ceased on a permanent 

bas i s ? 

A. Yes, I have. 

MR. KELLAHIN: We t e n d e r Mr. Foppiano 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 . 
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EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) L e t me have you t u r n t o 

yo u r package o f e x h i b i t s , Mr. Foppiano, and b e f o r e 

o b t a i n i n g your recommendations f o r t h e Examiner 

c o n c e r n i n g p r o r a t i o n i n g , l e t ' s have you t a k e a 

m i n u t e and r e f r e s h our r e c o l l e c t i o n about t h e 

r e g u l a t o r y h i s t o r y t h a t ' s i n --

MR. KELLAHIN: Mr. Examiner, we p r o v i d e d you 

w i t h a copy o f t h e p r i o r o r d e r s t h a t suspended 

p r o r a t i o n i n g i n t h e p o o l a l o n g w i t h Mr. Foppiano's 

e x h i b i t book. 

Q. (By Mr. K e l l a h i n ) Would you summarize f o r 

us t o r e f r e s h our r e c o l l e c t i o n , Mr. Fopp i a n o , t h e 

r e g u l a t o r y h i s t o r y t h a t ' s b e i n g used i n t h e B u r t o n 

F l a t - M o r r o w Gas Pool t o manage t h a t p r o d u c t i o n ? 

A. Yes, I w i l l . E x h i b i t Number 1 i s j u s t a 

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

B u r t o n F l a t - M o r r o w f i e l d . The p o o l was c r e a t e d i n 

1973, i t became p r o r a t e d i n 1974, and i n 1985 one o f 

t h e o p e r a t o r s i n t h e p o o l p e t i t i o n e d t h e OCD t o 

t e r m i n a t e p r o r a t i o n i n g , and t h e i r r e q u e s t was d e n i e d 

a t t h a t t i m e . 

I n '89 Oxy came i n and asked 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 i n c r e a s e t h e a l l o w a b l e i n 

t h e f i e l d because t h e r e was a market demand t h a t was 
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n o t b e i n g r e f l e c t e d by t h e c u r r e n t p r o r a t i o n s ystem, 

and p u r s u a n t t o t h a t r e q u e s t , t h e OCD added volumes 

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

and November '89, and t h e n a t a h e a r i n g i n F e b r u a r y 

of 1990 Oxy r e q u e s t e d t h a t p r o r a t i o n be p e r m a n e n t l y 

t e r m i n a t e d i n t h e B u r t o n F l a t s - M o r r o w f i e l d on t h e 

b a s i s t h a t i t was j u s t u nnecessary t o c o n t i n u e 

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

Q. L e t ' s f o c u s on t h e l a s t o r d e r w h i c h was t h e 

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

suspended. Summarize f o r us, and I know t h e o r d e r s 

d e t a i l them more e x p l i c i t l y , b u t summarize f o r us 

t h e m a j o r components f o r h a v i n g p r o r a t i o n i n g 

suspended f o r t h e p o o l ? 

A. W e l l , E x h i b i t 2 are t h e d e t a i l s o f why we 

r e q u e s t e d t h a t t h e OCD t e r m i n a t e p r o r a t i o n i n g i n t h e 

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

p r e v e n t waste because i t w i l l p r o v i d e an i n c e n t i v e 

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

and do o t h e r t h i n g s t h a t w ould i n c r e a s e t h e u l t i m a t e 

r e c o v e r y . 

We f e l t a t t h a t t i m e t h a t t h e c u r r e n t 

p r o r a t i o n i n g system was a c t u a l l y a d i s i n c e n t i v e f o r 

t h e s e t y p e a c t i v i t i e s , and, i n f a c t , our r e v i e w o f 

t h e h i s t o r y i n d i c a t e d t h a t v e r y l i t t l e o f t h a t t y p e 
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of a c t i v i t y had been done and t h a t o t h e r o p e r a t o r s 

i n d i c a t e d t h e same pr o b l e m t h a t t h e a l l o w a b l e system 

was what was p r e v e n t i n g them from u n d e r t a k i n g t h e s e 

t y p e o f a c t i v i t i e s . 

We a l s o show t h a t c o r r e l a t i v e r i g h t s 

w o u l d n ' t be a d v e r s e l y e f f e c t e d by t e r m i n a t i o n o f 

p r o r a t i o n . We show t h a t t h e r e was a market demand 

f o r e v e r y t h i n g t h a t t h e p o o l c o u l d p r o d u c e . The few 

n o n m a r g i n a l w e l l s had l i m i t e d d r a i n a g e a r e a s . 

We showed t h a t by g e o l o g i c a l and 

e n g i n e e r i n g t e s t i m o n y , and t h e r e were a few 

n o n s t a n d a r d u n i t s and most of t h o s e were m a r g i n a l . 

I t h i n k t h e r e was o n l y one t h a t was n o n m a r g i n a l , and 

t h e o n l y m u l t i p l e w e l l u n i t i n t h e f i e l d was 

o p e r a t e d by BHP, I b e l i e v e , and i t had t e m p o r a r i l y 

-- one o f t h e m u l t i p l e w e l l s t h a t was t e m p o r a r i l y 

abandoned a t t h a t t i m e -- so we d i d n ' t f e e l l i k e 

p r o r a t i o n t o a d j u s t e q u i t i e s between m u l t i p l e w e l l 

u n i t s and n o n m u l t i p l e w e l l u n i t s was j u s t i f i e d i n 

t h a t case. 

We a l s o b e l i e v e t h a t p o t e n t i a l f o r 

n o n r a t e a b l e t a k i n g by p i p e l i n e s d i d n ' t e x i s t anymore 

s i n c e t h e p i p e l i n e s w e r e n ' t a c t u a l l y t a k i n g gas 

anymore t h e y were j u s t t r a n s p o r t i n g i t , and t h e 

o p e r a t o r s were s e l l i n g t h e i r gas on t h e open m a r k e t . 
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Most of them were, t h e ones t h a t we t a l k e d t o , so 

t h e r e wasn't much t a k i n g g o i n g on, and so t h e 

p o t e n t i a l f o r n o n r a t e a b l e t a k i n g j u s t d i d n ' t e x i s t 

i n t h a t s c e n a r i o . 

And l a s t l y , we p o o l e d t h e o p e r a t o r s , and I 

t h i n k a t t h e t i m e of t h e h e a r i n g we showed t h a t 

o p e r a t o r s of 97 p e r c e n t o f t h e w e l l s had w a i v e d i n 

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

Q. Since t h e o r d e r was e n t e r e d , what has 

o c c u r r e d w i t h r e g a r d t o t h e management and 

p r o d u c t i o n o f t h e r e s e r v e s b e i n g p roduced f r o m t h a t 

p o o l ? 

A. A l l s o r t s o f good t h i n g s have o c c u r r e d . 

E x h i b i t 3 d e t a i l s them. Pool p r o d u c t i o n has 

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

s u s p e n s i o n o f p r o r a t i o n . New w e l l s have been 

d r i l l e d . P r i o r t o t h e t i m e when we had t h e h e a r i n g 

l a s t y e a r I d o n ' t t h i n k t h e r e had been any new w e l l s 

added t o t h e f i e l d i n , I want t o say, f i v e y e a r s o r 

more . 

Compression i n s t a l l a t i o n and work o v e r 

a c t i v i t y has i n c r e a s e d s u b s t a n t i a l l y . We've done 

more o f t h a t t y p e o f work, and o t h e r o p e r a t o r s have 

i n d i c a t e d t h a t t h e y ' v e done more of t h a t t y p e o f 

work. We b e l i e v e t h e r e c o n t i n u e s t o be a market f o r 

HUNNICUTT REPORTING 
LINDA BUMKENS, CSR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

9 

a l l t h e gas, and w e ' l l show you some e v i d e n c e o f 

t h a t m a r k e t . And t o my knowledge, no one has 

c o m p l a i n e d s i n c e p r o r a t i o n was t e m p o r a r i l y suspended 

i n F e b r u a r y . 

Q. Has t h e a d d i t i o n a l d r i l l i n g , t h e 

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

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

a t t r i b u t a b l e t o su s p e n d i n g p r o r a t i o n i n g i n t h a t 

p o o l ? 

A. I n my o p i n i o n , y e s , i t i s . 

Q. L e t ' s t u r n t o some of t h e s e s p e c i f i c 

d e t a i l s w i t h r e g a r d s t o t h e s e e v e n t s . S t a r t i n g o f f 

w i t h t h e gas p r o d u c t i o n f r o m t h e p o o l , i f y o u ' l l 

t u r n t o t h e d i s p l a y f o l l o w i n g t a b f o u r . 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. T h i s i s a p l o t of t h e p o o l p r o d u c t i o n and 

MCF -- o r excuse me -- m i l l i o n s o f c u b i c f e e t p e r 

month pr o d u c e d i n t h e y e a r s '88, '89, '90, ' 9 1 , and 

i t shows f l u c t u a t i o n s o f p r o d u c t i o n , b u t b a s i c a l l y 

b e f o r e t h e w i n t e r season o f 1989 i t shows -- I'm 

g o i n g t o guess -- about 250 m i l l i o n a month average 

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

Since t h e OCD s t a r t e d a d d i n g a l l o w a b l e i n t o 

t h e p o o l , and s i n c e p r o r a t i o n was t e r m i n a t e d , you 

can see t h e average p r o d u c t i o n i s a t l e a s t o v e r 500 
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m i l l i o n c u b i c f e e t per month. So i n my o p i n i o n , p o o l 

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

OCD has t a k e n t h e a c t i o n t h a t t h e y ' v e t a k e n . 

And t h e graph a l s o shows what, you know, 

t h e i n c r e a s e t h a t Oxy has seen and t h e i n c r e a s e t h a t 

t h e i r o p e r a t o r s have seen, and what I t h i n k i s 

f a i r l y o b v i o u s t h e r e i s t h a t n o t o n l y has Oxy 

b e n e f i t t e d t o some degree, b u t t h e o t h e r o p e r a t o r s 

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

t o produce as much as t h e y d e s i r e , and I t h i n k 

t h a t ' s shown by t h e w i d e n i n g gap between our 

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

Q. Can you show us on t h e gas p r o d u c t i o n 

d i s p l a y t h a t p o i n t i n t i m e i n w h i c h t h e a d d i t i o n a l 

bonus a l l o w a b l e was a p p l i e d t o t h e p o o l w h i c h you 

asked f o r back i n '89, I b e l i e v e i t was? 

A. Yes. I n October and November o f 1989, t h e 

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

a l l o w a b l e t o t h e p o o l t o i n c r e a s e i t , and you can 

see what t h e p o o l p r o d u c t i o n d i d as a r e s u l t o f 

t h a t . I t went up d r a m a t i c a l l y . And i n December and 

Ja n u a r y -- I c a n ' t see w h i c h one e x a c t l y -- as you 

can see over 600 m i l l i o n f o r t h e month, and t h e n , o f 

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

re a s o n why t h a t i s , based on my i n v e s t i g a t i o n , i s 
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t h a t t h a t so i n c u r s t h e o p e r a t o r s t o produce t h a t 

some o f them o v e r p r o d u c e d , and we were s t i l l under 

t h e c u r r e n t p r o r a t i o n system a t t h a t t i m e , and t h e y 

g o t o v e r p r o d u c e d and had t o c u r t a i l t h e i r 

p r o d u c t i o n . 

And t h a t ' s why t h e p r o d u c t i o n dropped 

d r a m a t i c a l l y u n t i l about March or A p r i l o f 1990. 

And A p r i l 1, 1990, was t h e e f f e c t i v e d a t e o f t h e 

t e r m i n a t i o n o f p r o r a t i o n i n g . And you can see t h e 

p r o d u c t i o n went r i g h t back up a g a i n . 

Q. L e t ' s t u r n now t o t h e i n f o r m a t i o n b e h i n d 

t a b f i v e . What have you p r e s e n t e d here? 

A. Yes. I men t i o n e d t h a t w o r k o v e r a c t i v i t y 

has i n c r e a s e d s u b s t a n t i a l l y . T h i s i s an e x h i b i t 

t h a t j u s t shows t h e wor k o v e r a c t i v i t y t h a t Oxy has 

u n d e r t a k e n s i n c e t h e w i n t e r of 1989 when t h e 

a l l o w a b l e s t a r t e d t o be i n c r e a s e d , and what i t shows 

i s t h a t t h e r e a r e s e v e r a l w e l l s where we've opened 

up a d d i t i o n a l Morrow Zones and i n c r e a s e d t h e 

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

w o r k o v e r . 

We have s t i m u l a t e d -- You see t h e T r a c y 

Al ? We s t i m u l a t e d t h e Morrow i n t h a t w e l l --

f r a c t u r e s t i m u l a t e d i t -- and we d i d t h e same t h i n g 

on CDM A Number 1. We opened up a d d i t i o n a l Morrow 

HUNNICUTT REPORTING 
LINDA BUMKENS, CSR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

12 

Zones and s t i m u l a t e d i t , and on t h e Government Z I we 

even r e c o m p l e t e d t h e w e l l f r o m t h e Wolfcamp i n t o t h e 

Morrow. And on t h e r e s t o f them you can see we've 

done a p r e t t y good -- I have a p r e t t y good program 

of c o m p r e s s i o n i n s t a l l a t i o n , w h i c h was a n o t h e r t h i n g 

we i d e n t i f i e d t h e p r o r a t i o n was w o r k i n g a g a i n s t 

because t h e r e wasn't much i n c e n t i v e a t t h a t t i m e t o 

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

m a r g i n a l w e l l s because t h e n o n m a r g i n a l a l l o w a b l e was 

so low. 

Q. T h i s a c t i v i t y was n o t u n d e r t a k e n w i t h o u t 

r i s k ; i s n ' t t h a t t r u e ? 

A. That's t r u e . You can see t h a t b e f o r e and 

a f t e r numbers t h e r e . I n some cases l i k e when we 

opened up a d d i t i o n a l Morrow on t h e E l i z a n d o F e d e r a l 

Number 3, we c u t our p r o d u c t i o n i n h a l f , and you can 

a l s o see t h a t some o f t h e i n c r e a s e s t h a t we saw were 

n o t v e r y s i g n i f i c a n t . For example, t h e CDM A 1, we 

o n l y i n c r e a s e d our d e l i v e r a b i l i t y t o 50 MCF a day. 

The E l i z a n d o F e d e r a l A2Y, 10 MCF a day, and you 

know, t h e r e ' s some o t h e r examples o f t h a t , b u t 

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

u n d e r t a k i n g a c t i v i t i e s of t h i s s o r t . 

You know, y o u ' r e g o i n g t o -- you hope t o 

come o u t ahead on t h e l o n g r u n , b u t t h e r e a r e r i s k s 
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i n d o i n g t h i s t y p e o f a c t i v i t y . 

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

none o f t h i s a c t i v i t y would have o c c u r r e d ? 

A. Very l i t t l e o f i t , I t h i n k . There w o u l d n ' t 

be as much o f i t . I t ' s h a r d t o say t h a t we w o u l d n ' t 

have done any o f t h i s , b u t we c e r t a i n l y w o u l d n o t 

have done as much as t h i s had p r o r a t i o n i n g c o n t i n u e d 

because t h e i n c e n t i v e was n o t t h e r e . 

Q. Turn now t o t h e i n f o r m a t i o n b e h i n d t a b 6 

and i d e n t i f y and e x p l a i n t h a t . 

A. I t h i n k one o f t h e main t h i n g s we showed i n 

t h e h e a r i n g i n F e b r u a r y was t h a t t h e r e h a d n ' t been 

v e r y many new w e l l s added t o t h e f i e l d , and t h e r e 

was p o t e n t i a l f o r new w e l l s t o be added t o t h e 

f i e l d , b u t t h e r e wasn't any i n c e n t i v e under t h e 

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

p r o r a t i o n p r o v i d e d t h a t i n c e n t i v e , and s u r e enough, 

a f t e r p r o r a t i o n was t e r m i n a t e d we c o u n t s i x new 

w e l l s have been d r i l l e d i n t h e f i e l d a t a 

s u b s t a n t i a l i n v e s t m e n t . 

Four o f t h o s e w e l l s have been c o m p l e t e d i n 

t h e Morrow, and two o f them was c o m p l e t e d -- one o f 

them was c o m p l e t e d i n t h e Wolfcamp and t h e o t h e r i n 

t h e A t o k a . And i t ' s a l s o s i g n i f i c a n t t o p o i n t o u t 

t h a t n o t o n l y has Oxy u n d e r t a k e n t h i s a c t i v i t y , b u t 
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a n o t h e r o p e r a t o r s have a l s o . 

And as you can seen by t h e i n i t i a l 

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

t h e s e a r e s u c c e s s f u l and some o f them were n o t as 

s u c c e s s f u l p r o b a b l y as t h e o p e r a t o r s had hoped, so 

t h e r e , a g a i n , i t p o i n t s o u t t h e r i s k o f even 

d r i l l i n g -- i n f i e l d d r i l l i n g i n t h i s f i e l d . 

Q. I n yo u r o p i n i o n , has t h e s u s p e n s i o n o f 

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

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

A. I t most d e f i n i t e l y has. By t h e work o v e r 

and d r i l l a c t i v i t i e s I t h i n k t h e r e has been a 

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

w o u l d be r e a l i z e d f r o m t h i s p o o l . 

Q. Have you made an assessment 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 r e i s s t i l l m arket demand t h a t 

exceeds t h e t o t a l p o o l - w i d e d e l i v e r a b i l i t y 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. Yes. D u r i n g t h e l a s t s e v e r a l months, as 

you can see from t h e t a b l e i n E x h i b i t 6, we have 

been c o m p l e t i n g and t r y i n g t o p u t t h e s e w e l l s on 

l i n e . Some o f t h e s e new ones, p a r t i c u l a r l y t h e 

Tr a c y D and t h e Simpson A2Z. 

And so we've been t a l k i n g t o and 

co m m u n i c a t i n g w i t h o t h e r m a r k e t s , o t h e r p i p e l i n e s , 
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i n t h e f i e l d t o assess what m a r k e t i n g o p p o r t u n i t i e s 

we have. And i t ' s our o p i n i o n t h a t based on t h o s e 

c o n t a c t s t h a t t h e r e i s ample c a p a b i l i t y t o move gas 

o u t o f t h i s f i e l d , and t h e r e i s even i n t e r e s t 

g e n e r a t e d t o improve t h a t even more, b u t t h e r e ' s 

ample m a r k e t . 

And what I'm g e t t i n g around t o s a y i n g , I 

guess, i s t h e r e ' s ample o p p o r t u n i t y and ample m a r k e t 

f o r n o t o n l y t h e p o o l d e l i v e r a b i l i t y as i t e x i s t s 

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

d e l i v e r a b i l i t y . 

Q. Are you aware o f any o p e r a t o r t h a t has been 

u n a b l e t o market h i s gas i f he wanted t o market h i s 

gas from t h i s p o o l ? 

A. I am unaware of any o p e r a t o r who has been 

u n a b l e t o market i t because o f -- or i f he was --

They had a m a r k e t . 

Q. Has t h e r e been any p i p e l i n e c a p a c i t y 

p roblems o r c u r t a i l m e n t s o r r e s t r i c t i o n s due t o t h e 

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

A. None t h a t I'm aware o f . 

Q. L e t me ask you t o t u r n t o t h e e x h i b i t a f t e r 

t a b seven, and i d e n t i f y and d e s c r i b e t h i s e x h i b i t ? 

A. T h i s i s a p l a t showing t h e o u t l i n e s o f t h e 

B u r t o n F l a t - M o r r o w P o o l , and i t shows a l l t h e w e l l s 
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i n t h e p o o l t h a t a r e c o m p l e t e d i n t h e Morrow w i t h i n 

t h e o u t l i n e of t h a t f i e l d . I t a l s o shows 

h i g h l i g h t e d w i t h l i t t l e r e d d o t s , t h e s i x w e l l s t h a t 

were d r i l l e d and shows t h e l o c a t i o n o f t h o s e w e l l s . 

I t a l s o shows i n g r e e n , a w e l l t h a t i s 

s t i l l a t t h i s t i m e a proposed w e l l by Yates i n t h e 

l o w e r l e f t - h a n d p a r t o f t h i s e x h i b i t . And I d o n ' t 

t h i n k t h a t w e l l ' s been spudded y e t , b u t t h a t ' s a 

p r o p o s e d l o c a t i o n f o r a B u r t o n F l a t - M o r r o w w e l l . I t 

shows t h a t t h e r e ' s even a l i t t l e more a c t i v i t y i n 

t h e f i e l d t h a n what I had shown on t h e p r i o r 

e x h i b i t . Those a r e j u s t showing what a r e 

c o m p l e t e d . T h i s shows t h a t t h e r e ' s even s t i l l some 

i n t e r e s t i n d r i l l i n g new w e l l s i n t h e f u t u r e . 

Q. Are you aware o f any i n t e r e s t owner i n t h e 

p o o l t h a t has d e m o n s t r a t e d d e s i r e t o r e i n s t a t e 

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

A. I'm aware o f no one t h a t has e x p r e s s e d such 

a d e s i r e . 

Q. Turn t o t h e i n f o r m a t i o n b e h i n d t a b 8. What 

have you co m p i l e d ? 

A. These are communications we've had w i t h 

p i p e l i n e s and o t h e r communications r e l a t e d t o gas 

m a r k e t i n g o p p o r t u n i t i e s i n t h e B u r t o n F l a t - M o r r o w 

a r e a , and l e t t e r number 1 t h e r e , i t shows -- t h i s i s 
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a response t o i n t e r e s t e x p r e s s e d by Gas Company o f 

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

we're c o m p l e t i n g as we speak i n t h e B u r t o n 

F l a t - M o r r o w , and t h e n e x t l e t t e r i s t h e same t y p e o f 

respo n s e t o a r e q u e s t f o r Maple. Maple e x p r e s s i n g 

i n t e r e s t t h e r e i n b u y i n g gas from one o f our new 

w e l l s . P h i l l i p s 66 N a t u r a l Gas Company i s t h e t h i r d 

l e t t e r . They're i n t e r e s t e d i n t a k i n g gas f r o m t h e 

f i e l d . And t h e n t h e r e i s L l a n o e x p r e s s i n g an 

i n t e r e s t i n t a k i n g our gas from t h e f i e l d . 

MR. STOVALL: I t must be a g r e a t c o n t r a c t . 

THE WITNESS: Everybody wants a p i e c e o f i t . 

A. TransWestern P i p e l i n e Company e x p r e s s i n g 

i n t e r e s t i n gas s a l e s f r o m our gas p r o d u c t i o n i n t h e 

B u r t o n F l a t - M o r r o w a r e a . And t h e l a s t two l e t t e r s 

a r e f r o m A x i s Gas C o r p o r a t i o n , and I t h o u g h t t h i s 

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

o u t t h e o p p o r t u n i t i e s t h a t had been c r e a t e d as a 

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

T h i s i s a company t h a t i s l o o k i n g a t 

i n s t a l l i n g a low p r e s s u r e g a t h e r i n g system i n t h e 

area t o be a b l e t o a l l o w o p e r a t o r s t o produce t h e i r 

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

i f t h e y want t o go t h a t r o u t e , and t h i s has t h e 

b e n e f i t o f j u s t l i k e c o m p r e s s i o n i n c r e a s i n g t h e 
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u l t i m a t e r e c o v e r y f r o m t h e p o o l . 

And so I wanted t o p o i n t i t o u t t h a t i n my 

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

o f p r o r a t i o n , and i t ' s c r e a t e d t h i s k i n d o f 

o p p o r t u n i t y f o r t h e p r o d u c e r s t o t a k e advantage o f . 

I d o n ' t t h i n k we'd have t h i s k i n d o f t h i n g i f we 

were s t i l l under t h e e x i s t i n g p r o r a t i o n system. 

Q. W i t h t h e s u s p e n s i o n o f p r o r a t i o n i n g i n t h e 

p o o l , do you see any adverse consequences o c c u r r i n g 

t o w e l l s t h a t w ould have been c l a s s i f i e d as 

m a r g i na1? 

A. No, I do n o t . 

Q. Has s u s p e n s i o n of p r o r a t i o n i n g a t t a i n e d t h e 

o b j e c t i v e s f o r e c a s t by you and y o u r company f o r t h i s 

p o o l ? 

A. I n my o p i n i o n , i t has. 

Q. What i s yo u r recommendation t o t h e Examiner 

about t h e permanent t e r m i n a t i o n o f gas p r o r a t i o n i n g 

f o r t h e B u r t o n F l a t - M o r r o w Gas Pool? 

A. My recommendation i s t h a t i t be p e r m a n e n t l y 

t e r m i n a t e d . 

Q. What i s yo u r b a s i s b e h i n d t h a t ? 

A. W e l l , on t h e b a s i s t h a t i t ' s no l o n g e r 

n e c e s s a r y t o p r o r a t e t h e f i e l d . A l l t h e c o n d i t i o n s 

t h a t -- t h e reasons t h a t t h e y f o r p r o r a t i n g d o n ' t 
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e x i s t anymore. There's a market f o r a l l t h i s gas. 

I t w i l l p r e v e n t waste by a l l o w i n g o p e r a t o r s t o 

u n d e r t a k e t h e a c t i v i t y t h a t t h e y want t o u n d e r t a k e 

w i t h o u t c u r t a i l m e n t , and i t won't a d v e r s e l y e f f e c t 

c o r r e l a t i v e r i g h t s because t h e s e w e l l s have l i m i t e d 

d r a i n a g e a r e a s . So, I j u s t I d o n ' t see t h e need t o 

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

There's t h e n o n m a r g i n a l u n i t s -- I mean --

t h e 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 . I d o n ' t t h i n k a r e 

a p r o b l e m h e r e . M u l t i p l e w e l l u n i t s I d o n ' t t h i n k 

a r e a p r o b l e m e i t h e r , so t h e r e ' s no r e a s o n t o 

c o n t i n u e p r o r a t i n g . 

MR. KELLAHIN: That c o n c l u d e s my e x a m i n a t i o n 

of Mr. Foppiano. 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 8. 

MR. CATANACH: E x h i b i t s 1 t h r o u g h 8 w i l l be 

a d m i t t e d as e v i d e n c e . 

(Oxy E x h i b i t s 1 t h r o u g h 8 were 

a d m i t t e d i n e v i d e n c e . ) 

MR. STOVALL: One p o i n t o f c l a r i f i c a t i o n . 

Mr. K e l l a h i n , a r e you -- because i t ' s a reopened 

case, I assume y o u r p o s i t i o n i s t h a t t h e r e c o r d f r o m 

t h e p r i o r h e a r i n g on t h i s case i s a p a r t o f t h i s 

r e c o r d as w e l l ? 

MR. KELLAHIN: Yes, Mr. S t o v a l l . 
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MR. STOVALL: The e v i d e n c e can be c o n s i d e r e d ; 

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

MR. KELLAHIN: And, i n f a c t , n o t o n l y t h e 

r e c o r d b u t t h e o r d e r i t s e l f asked us t o come f o r w a r d 

as p a r t i e s and ex p r e s s our comments about t h e 

permanent n a t u r e of t h i s s u s p e n s i o n , so we t h i n k 

t h i s i s a c o n t i n u a t i o n of t h e same base case. 

DIRECT EXAMINATION 

BY MR. STOVALL: 

Q. Mr. Foppiano, on E x h i b i t 5 you've g o t t h e 

CDM A 1 t w i c e . Once you t e s t e d and f r a c t and t h e n 

i n s t a l l e d compressor? 

A. Uh-huh. 

Q. I s t h a t c o r r e c t ? 

A. Yes . 

Q. I n t h a t sequence? I t l o o k s l i k e i t m i g h t 

be t h e o p p o s i t e sequence; i s t h a t c o r r e c t ? 

A. I c a n ' t t e l l you t h e sequence, Mr. S t o v a l l . 

Q. I'm j u s t t r y i n g t o t r a c e f r o m t h e volume i s 

what I'm t r y i n g t o do. I t l o o k s l i k e t h e 

c o m p r e s s i o n went f r o m 190 t o 240 and t h e n t e s t e d and 

f r a c t , p u t back down, and when you f r a c t e d you g o t 

i t back up i n t o t h e 750? 

A. W e l l , t h a t c o u l d be, and t h a t may w e l l be, 

b u t I r e a l l y d o n ' t know, b u t t h e s e b e f o r e and a f t e r 
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volumes a r e t h e a c t u a l r i g h t b e f o r e we d i d t h e work 

and a f t e r we d i d t h e work, so t h e y w o u l d n ' t be — 

t h e y m i g h t n o t n e c e s s a r i l y be t h e same. I t may have 

been t h a t 750 d e c l i n e d down t o 190 and we p u t i t on 

c o m p r e s s i o n , b u t I r e a l l y d o n ' t know. I wo u l d 

s u s p e c t we d i d what was cheapest t o s t a r t w i t h , 

w h i c h i s t o p u t i t on c o m p r e s s i o n , and when t h a t 

d i d n ' t r e a l l y pan o u t l i k e we wanted i t t h e n we went 

i n and opened a d d i t i o n a l Morrow and s p e n t more money 

on i t . 

Q. So t h e 750 would r e f l e c t a c t u a l l y p r o b a b l y 

a c o m b i n a t i o n c o m p r e s s i o n and --

A. Could be, yes. P r o b a b l y does, y e s . 

Q. How come t h e Simpson A Number 2-Z was so 

much more expensive? I s t h i s s o m e t h i n g we've 

a l r e a d y d i s c u s s e d ? 

A. No. That was a w e l l we t r i e d t o d r i l l as a 

s t r a i g h t - u p Morrow w e l l a t a new l o c a t i o n , 

e n c o u n t e r e d d i f f i c u l t y , and t h e d i f f i c u l t i e s were we 

l o s t c i r c u l a t i o n , I b e l i e v e , and we c o u l d n o t 

overcome t h o s e d i f f i c u l t i e s so we p l u g g e d t h a t w e l l , 

s k i d d e d t h e r i g , t r i e d i t a g a i n , and e n c o u n t e r e d t h e 

same d i f f i c u l t i e s and t h e same problems w i t h t h e 

same r e s u l t . 

We p l u g g e d t h a t w e l l and gave up t r y i n g t o 
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d r i l l j u s t a bran d new w e l l , and we went up t o an 

o l d abandoned w e l l on t h e same 320-acre u n i t , 

r e e n t e r e d i t and d r i l l e d d i r e c t i o n a l l y and 

e n c o u n t e r e d some pr o b l e m s . 

Q. I remember t h a t now. I d i d n ' t r e c o g n i z e 

t h e name. 

A. So t h e t o t a l c o s t here 1.2 m i l l i o n i s 

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

so t h a t i n c u d e s t h e c o s t o f t h e --

Q. The f i r s t two a t t e m p t s . I f o r g o t . I 

d i d n ' t remember t h e name o f i t . I t was a 

f o r c e d - p o o l i n g case wasn't i t , Mr. Foppiano? 

A. I t was a f o r c e d p o o l i n g and a d i r e c t i o n a l 

d r i l l i n g . We had t o g e t d i r e c t i o n a l d r i l l i n g 

a u t h o r i t y t o r e e n t e r t h a t w e l l . I n f a c t , I m i g h t 

j u s t p o i n t o u t t h e Tr a c y D i s a l s o a r e e n t r y . We're 

t a l k i n g about t h e same a r e a , and we g o t so s c a r e d on 

t h a t Simpson we d i d t h e Tr a c y D as a r e e n t r y . 

Q. A r e a l cheap r e e n t r y and a r e a l e x p e n s i v e 

r e e n t r y ; i s t h a t what y o u ' r e s a y i n g ? 

A. Yeah. 

Q. Do you suppose t h e a d d i t i o n a l p r o d u c t i o n 

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

c o n t r i b u t e d t o t h e d e c l i n e i n t h e p r i c e o f gas? 

A. Oh, I w o u l d n ' t say. 
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Q. Loaded q u e s t i o n . 

EXAMINATION 

BY MR . CATANACH: 

Q. Mr. Foppiano, have you been i n c o n t a c t w i t h 

any 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 ? 

A . R e c e n t l y or --

Q • Yes, i n terms o f t h i s reopened case. 

A. I n terms of t h i s reopened case I ' v e been i n 

c o n t a c t w i t h B r i d g e O i l Company, who has been 

m o n i t o r i n g t h e s i t u a t i o n ever s i n c e t h e o r d e r was 

i s s u e d l a s t y e a r , and I have t a l k e d w i t h them, and 

t h e y j u s t wanted t o keep up t o speed w i t h what was 

ha p p e n i n g . 

DIRECT EXAMINATION 

BY MR. STOVALL: 

Q. I t k e p t t h e B u r t o n F l a t - M o r r o w on t h e 

p r o r a t i o n s c h e d u l e k i n d of as a s t e a d y case so we 

c o u l d see what would happen t o i t , and I r e a l l y 

l o o k e d a t i t , b u t have you l o o k e d a t i t enough t o 

see t h a t by a l l o w i n g you t o produce a t t h e s e r a t e s , 

has i t pushed what would have been t h e a l l o w a b l e 

upward, o r have you been a b l e t o see any e f f e c t 

t h e r e on how i t would? 

A. Oh, I t h i n k i t ' s most d e f i n i t e l y pushed t h e 

a l l o w a b l e up. The new r u l e s a l s o have t h a t 
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p r o v i s i o n i n t h e r e about s i x t i m e s t h e J a n u a r y 

a l l o w a b l e , and i f you want t o l o o k a t E x h i b i t 4, you 

can see t h e January a l l o w a b l e i s when t h e p o o l 

p r o d u c e d t h e most, so t h e s i x t i m e s l i m i t a t i o n i s 

e x t r e m e l y h i g h f o r t h e p o o l r i g h t now -- 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 r i g h t now. So t h a t 

b e i n g t h e l i m i t a t i o n f o r o v e r p r o d u c t i o n you know --

t h e c u r r e n t system r i g h t now do e s n ' t p r e v e n t much 

r e s t r i c t i o n , b u t what would happen, i n my o p i n i o n , 

i s t h a t as t h e p r o d u c t i o n e i t h e r f l u c t u a t e d , you 

know, somebody d i d n ' t want t o s e l l t h e i r gas o r 

w h a t e v e r , or t h e y d i d r e a c h t h e l i m i t a t i o n and 

s t a r t e d c u r t a i l i n g t h e i r p r o d u c t i o n a g a i n , t h e n we'd 

end up back where we were b e f o r e , o r even t h o u g h 

t h e r e ' s a market f o r a l l t h i s gas, we're s t i l l --

t h e a l l o w a b l e system i s s t i l l d r i v i n g down because 

i t ' s based on p r o d u c t i o n and --. 

Q. Now, when t h i s was done, and I'm a s k i n g 

t h e s e q u e s t i o n s n o t so much f o r t h i s p o o l b u t f o r 

more i n f o r m a t i o n and t h e system as a w h o l e , when 

t h i s o r i g i n a l o r d e r was e n t e r e d i n t h i s case we were 

under t h e o l d m o n t h l y system w h i c h was 

m a t h e m a t i c a l l y d r i v e n by p r i o r p r o d u c t i o n because 

r e a l l y s e t t i n g up t h e a l l o w a b l e was n o t much more 

t h a n a m a t h e m a t i c a l c a l c u l a t i o n u n l e s s we 
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i n t e n t i o n a l l y d i d s o m e t h i n g . So under t h a t o l d 

system I would assume by l i f t i n g t h e l i d , so t o 

speak, t h a t t h a t m a t h e m a t i c a l d r i v e w ould go up i n 

t h i s p o o l . Do you have any r e c o l l e c t i o n back p r i o r 

t o l a s t March when t h e new system went i n t o e f f e c t ? 

A. Under t h e o l d system, because you m e n t i o n e d 

i t was so t i g h t , t o j u s t what was prod u c e d two 

months p r i o r and c o u p l e t h a t w i t h t h e s i x t i m e s t h e 

average m o n t h l y a l l o w a b l e f o r t h e -- f o r t h a t 

a verage m o n t h l y a l l o w a b l e , t h a t low l i m i t a t i o n and 

t h e f a c t t h a t i t was d r i v e n by p r o d u c t i o n was 

c a u s i n g a l o t o f problems i n t h i s p a r t i c u l a r p o o l . 

The new p r o r a t i o n system, i n my o p i n i o n , i s 

a whole l o t b e t t e r . I t ' s much more, I t h i n k , 

r e s p o n s i v e t o i n c r e a s e i n p r o d u c t i o n . I t p r o v i d e s 

t h e o p e r a t o r s a l o t more f l e x i b i l i t y and, you know, 

i t ' s a l o t b e t t e r , b u t I' v e asked m y s e l f t h e 

q u e s t i o n , w e l l , what would happen i f we were j u s t 

under t h e new p r o r a t i o n system i n t h i s p o o l ? And I 

always come back t o t h e q u e s t i o n , W e l l , why p r o r a t e 

here? Nobody wants i t . 

There's no reason t o c o n t i n u e p r o r a t i n g i t , 

so we r e a l l y s h o u l d n ' t p r o r a t e t h i s p o o l anymore. 

But t o g e t back t o y o u r g e n e r a l q u e s t i o n , I t h i n k 

t h a t t h e new system r e p r e s e n t s a tremendous 

HUNNICUTT REPORTING 
LINDA BUMKENS, CSR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

26 

improvement because i t i s l e s s d r i v e n by t h a t 

two-month f i g u r e -- two months p r i o r -- and more 

d r i v e n by an average f i g u r e , and t h e n t h e 

a d j u s t m e n t s t h a t a r e added, t h e r e ' s more i n p u t i n t o 

t h o s e a d j u s t m e n t s by t h e o p e r a t o r , so i t ' s a much 

b e t t e r system i n my o p i n i o n . 

Q. We c o u l d overcome t h e d e f i c i e n c y o f t h e o l d 

system where i f somebody p u l l e d gas o f f t h e market 

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

e v i d e n c e i n t h a t p r o c e s s t h a t w ould say, d o n ' t base 

t h e f u t u r e demand on t h a t o l d ? 

A. I t overcomes -- i t overcomes i t t o a l a r g e 

d e g r e e , b u t i t s t i l l -- because i t i s a p r o d u c t i o n 

based d r i v e n o r p r o d u c t i o n d r i v e n system -- i t 

f o r c e s an o p e r a t o r t o m o n i t o r i t a l o t c l o s e r and 

keep up w i t h i t , and t h e n be ready t o come i n and 

p r o v i d e t h a t e v i d e n c e , and i n t h i s p a r t i c u l a r case, 

you know, I c o u l d n o t see t h a t i t ' s n e c e s s a r y t o 

c o n t i n u e d o i n g t h a t . But i n my o p i n i o n i t i s l e s s 

r e s p o n s i v e t o an o p e r a t o r f o r t a k i n g h i s gas o f f t h e 

market t h a n t h e p r i o r system, and t h a t ' s one o f t h e 

g r e a t b e n e f i t s t o i t . 

Q. Are t h e r e any -- i n t h i s p a r t i c u l a r p o o l , 

a r e t h e r e any what we a f f e c t i o n a t e l y r e f e r t o as 

" s u p e r s t a r - t y p e w e l l s " t h a t g i v e n no -- t h e 
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n o n p r o r a t i o n t h a t have t h e p o t e n t i a l t o , you know, 

produce tremendous volumes and cause a t h r e a t t o 

c o r r e l a t i v e r i g h t s . More of a --

A. There a re some t h e r e . There's v e r y few o f 

them. F a s k i n has one. We had one t h a t was a v e r y 

good w e l l t h a t ' s d e c l i n e d . 

Q. What volume ranges would t h a t be? 

A. W e l l , i t ' s d e c l i n e d down t o -- I want t o 

say, 500 M a day. I ' d have t o l o o k a g a i n , b u t i t 

was, I t h i n k , as e a r l y as l a s t y e a r p r o d u c i n g 3 o r 4 

m i l l i o n a day -- c a p a b l e of p r o d u c i n g t h a t much 

volume. So I would c l a s s i f y t h a t as a 

" s u p e r s t a r - t y p e w e l l . " I t h i n k F a s k i n has a w e l l 

or two t h a t i s i n t h e 2 t o 3 - m i l l i o n - a - d a y c a t e g o r y , 

and, i n f a c t , I t h i n k i t ' s -- you can e a s i l y 

i d e n t i f y and you can l o o k a t t h e p r o r a t i o n s c h e d u l e 

and t h e y ' r e t h e ones t h a t a r e i d e n t i f i e d as b e i n g 

o v e r t h e s i x t i m e s under t h e new p r o r a t i o n s y stem, 

and t h e r e ' s a few o f t h o s e , b u t I a l s o h a r k e n back 

t o t h e c o r r e l a t i v e r i g h t s argument. 

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

our e v i d e n c e shows l a s t y e a r , and i t c o n t i n u e s t o 

show, t h a t t h e d r a i n a g e areas a r e e x t r e m e l y l i m i t e d 

even by t h e s e good n o n m a r g i n a l w e l l s . We d o n ' t 

t h i n k t h a t t h e y ' r e g o i n g t o be a b l e t o a d v e r s e l y 
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e f f e c t t h e i r o f f s e t s , and o b v i o u s l y no o t h e r 

o p e r a t o r f e e l s t h a t t h e y ' r e g o i n g t o be a d v e r s e l y 

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

produce u n l i m i t e d and, i n f a c t --

Q. For what p e r i o d o f time? I mean, when you 

say o b v i o u s l y g i v e n enough t i m e t h e i r d r a i n a g e areas 

w i l l become g r e a t e r , a r e we t a l k i n g a bout a c o u p l e 

of y e a r s o r --

A. But t h e s e s u p e r s t a r w e l l s a r e a l s o good 

because t h e y have more r e s e r v e s , more p o r o s i t y , 

b e t t e r p e r m e a b i l i t y , so t h e y ' v e g o t a b i g g e r t a n k t o 

d r a i n , and, you know, so t h e y have a l o t more t o 

do. And by l o o k i n g a t t h e Morrow i t ' s so 

l e n t i c u l a r , you know, t h e y ' r e so s t r a t i f i e d , you 

know, I would -- l i k e I say based, on our 

c a l c u l a t i o n s o f j u s t what has been r e c o v e r e d by t h e 

n o n m a r g i n a l w e l l s we d o n ' t see t h o s e , and I t h i n k we 

even have some o f f s e t s t o t h e s e w e l l s , we d o n ' t see 

t h o s e as a t h r e a t t o t h e o f f s e t w e l l s . 

And I wo u l d a l s o b r i n g up t h a t a n o t h e r 

o p e r a t o r i n t h e f i e l d , Chevron, has i n d i c a t e d t h a t 

t h e y d o n ' t t h i n k t h a t any of t h e w e l l s down t h e r e 

a r e c a p a b l e o f d r a i n i n g 320 a c r e s . B r i d g e O i l 

Company has e x p r e s s e d t h a t o p i n i o n t o me, and I 

t h i n k i t ' s i n t h e comm u n i c a t i o n t h e y s e n t t o you a l l 
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about t h e d r a i n a g e . So e v e r y t h i n g I see t h e r e i s 

t h e r e ' s no c o n c e r n about t h e d r a i n a g e a s p e c t , you 

know, f o r a l l o w i n g t h e s e good w e l l s t o produce 

u n l i m i t e d . 

MR. STOVALL: No F u r t h e r q u e s t i o n s . 

FURTHER EXAMINATION 

BY MR. CATANACH: 

Q. Mr. Foppiano, you p r e s e n t e d some e v i d e n c e 

whereas Oxy has been p r e s e n t e d numerous 

o p p o r t u n i t i e s t o s e l l t h e i r gas from t h e f i e l d . Do 

you have any knowledge o f o t h e r o p e r a t o r s b e i n g 

p r e s e n t e d t h e same o p p o r t u n i t y ? 

A. No, I do n o t . 

Q. But you've hear d o f no i n s t a n c e where an 

o p e r a t o r cannot s e l l h i s gas o r market h i s gas? 

A. I n p r e p a r a t i o n f o r t h e F e b r u a r y 1990 

h e a r i n g , I t a l k e d t o -- I want t o say 17 o f t h e 19 

o p e r a t o r s . I c e r t a i n l y g o t w a i v e r s f r o m t h a t many, 

and I had t o t a l k t o a l o t o f them t o g e t t h o s e 

w a i v e r s and e x p l a i n t o them what we were a s k i n g f o r , 

and i n a l o t of t h o s e d i s c u s s i o n s we t a l k e d a b o u t 

t h e m a r k e t . 

I t h i n k I i n q u i r e d -- I know I d i d -- o f 

some o f t h e o p e r a t o r s o f t h e n o n m a r g i n a l w e l l s why 

t h e i r w e l l s were u n d e r p r o d u c e d . Was i t a l a c k o f 
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market s i t u a t i o n , whatever? And i n no case d i d I 

r u n i n t o an o p e r a t o r who s a i d he c o u l d n o t s e l l t h e 

gas he wanted t o . I n t h e two y e a r s I ' v e been 

w o r k i n g on t h i s and t a l k i n g w i t h t h e o p e r a t o r s I 

have n o t r u n a c r o s s anybody i n t h e l a s t two y e a r s 

t h a t has been c u r t a i l e d because t h e y d i d n ' t have a 

market f o r t h e i r gas. 

Q. Do you have any i n f o r m a t i o n on w o r k o v e r s 

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

A. No. I r e s e a r c h e d r e c o r d s t h a t I had a t my 

d i s p o s a l , which a r e b a s i c a l l y t h e Byran L e g i s l a t i v e 

R e p o r t s . I t h i n k t h e y p i c k up a l l t h e a c t i v i t i e s , 

and I d i d n ' t see a n y t h i n g i n t h e r e t h a t r e l a t e d t o 

r e c o m p l e t i o n s i n t h e Morrow, b u t I wasn't s u r e i f 

t h a t was because t h e y d o n ' t l o o k f o r t h a t , o r t h e r e 

j u s t wasn't much a c t i v i t y g o i n g on i n t h a t r e s p e c t . 

From t a l k i n g w i t h o t h e r p e o p l e i n t h e p o o l , 

i t appears t o me t h a t we are one o f t h e ma j o r 

p l a y e r s i n t h a t -- i n op e n i n g up a d d i t i o n a l Morrow. 

Maybe t h e s e o t h e r p e o p l e had a l r e a d y had a d d i t i o n a l 

Morrow zones opened and we're p l a y i n g c a t c h up h e r e . 

I d o n ' t know. 

But as f a r as op e n i n g up a d d i t i o n a l 

Morrows, t h o s e t y p e o f w o r k o v e r s -- I d o n ' t have 

much knowledge about what t h e o t h e r o p e r a t o r s a r e 
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d o i n g i n t h e i r r e c o m p l e t i o n s . 

EXAMINER CATANACH: I b e l i e v e t h a t ' s a l l I 

have. The w i t n e s s may be excused. A n y t h i n g f u r t h e r 

i n t h i s case? 

(No r e s p o n s e ) 

EXAMINER CATANACH: There b e i n g n o t h i n g 

f u r t h e r , Case 9872 w i l l be t a k e n under a d v i s e m e n t . 

(The f o r e g o i n g case was c o n c l u d e d a t t h e 

a p p r o x i m a t e hour o f 12:45 p.m.) 

I do h-ici.y c..: thai 5h-2 ,'o.r.3 is 

• - i - .... Cv.Ct-J»?:5S (A 

V-* t>:a„ :nor hi r ing cf Case No. $£7S> , 
Uard by mo cn <QpLJ». \^<p/ , 

Oil Conservation Division 
Examiner 
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STATE OF NEW MEXICO 
s s . 

COUNTY OF BERNALILLO 

REPORTER'S CERTIFICATE 

BE IT KNOWN 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 

t h e p r o c e e d i n g s were t a k e n by me, t h a t I was t h e n 

and t h e r e a C e r t i f i e d S h o r t h a n d R e p o r t e r and N o t a r y 

P u b l i c i n and f o r t h e County o f B e r n a l i l l o , S t a t e 

of New Mexico, and by v i r t u e t h e r e o f , a u t h o r i z e d t o 

a d m i n i s t e r an o a t h ; t h a t t h e w i t n e s s b e f o r e 

t e s t i f y i n g was d u l y sworn t o t e s t i f y t o t h e 

whole t r u t h and n o t h i n g b u t t h e t r u t h ; t h a t t h e 

q u e s t i o n s propounded by c o u n s e l and t h e answers o f 

t h e w i t n e s s t h e r e t o were t a k e n down by me, and t h a t 

t h e f o r e g o i n g pages o f t y p e w r i t t e n m a t t e r c o n t a i n a 

t r u e and a c c u r a t e t r a n s c r i p t as r e q u e s t e d by c o u n s e l 

of t h e p r o c e e d i n g s and t e s t i m o n y had and adduced 

upon t h e t a k i n g o f s a i d d e p o s i t i o n , a l l t o t h e b e s t 

of my s k i l l and a b i l i t y . 

nor employed by any o f t h e p a r t i e s h e r e t o , and have 

no i n t e r e s t i n t h e outcome h e r e o f . 

I FURTHER CERTIFY t h a t I am n o t r e l a t e d t o 

DATED at B e r n a l i l l o , New Mexico, t h i s day 

November 12, 1991. 

My commission e x p i r e s 
A p r i l 24, 1994 

LINDA BUMKENS 
CCR No. 3008 
N o t a r y P u b l i c 
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