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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION COMMISSION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
COMMISSION FOR THE PURPOSE OF 
CONSIDERING: 

HEARING CALLED BY THE 
OIL CONSERVATION DIVISION 

CASE NO. 10 ,907 

ORIGIN, 
REPORTER'S TRANSCRIPT OF PROCEEDINGS 

COMMISSION HEARING 

BEFORE: WILLIAM J. LEMAY, CHAIRMAN 
WILLIAM WEISS, COMMISSIONER fipft j q ! Q C . 
GARY CARLSON, COMMISSIONER v ' 

March 10th, 1994 

Santa Fe, New Mexico 

This matter came on f o r hearing before the O i l 

Conservation Commission on Thursday, March 10th, 1994, a t 

Morgan H a l l , State Land O f f i c e B u i l d i n g , 310 Old Santa Fe 

T r a i l , Santa Fe, New Mexico, before Steven T. Brenner, 

C e r t i f i e d Court Reporter No. 7 f o r the State of New Mexico. 
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E X H I B I T 

I d e n t i f i e d A d m i t t e d 

E x h i b i t 1 41 47 
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A P P E A R A N C E S 

FOR THE COMMISSION: 

ROBERT G. STOVALL 
Atto r n e y a t Law-
Legal Counsel t o the D i v i s i o n 
State Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87504 

FOR THE YATES PETROLEUM AND THE INDEPENDENT 
PETROLEUM ASSOCIATION OF NEW MEXICO: 

CAMPBELL, CARR, BERGE & SHERIDAN, P.A. 
Suite 1 - 110 N. Guadalupe 
P.O. Box 2208 
Santa Fe, New Mexico 87504-2208 
By: WILLIAM F. CARR 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

1:40 p.m.: 

CHAIRMAN LEMAY: We'll now c a l l Case Number 

10,907, which i s the O i l Conservation Commission 

A p p l i c a t i o n t o amend Rules 1111, 1112 and 1115 of i t s 

General Rules and Regulations. 

This i s a case t h a t i s being c a r r i e d over from 

the February 10th hearing, and w e ' l l s t a r t w i t h you, Mr. 

S t o v a l l . 

MR. STOVALL: Just b r i e f l y , t o r e c i t e the h i s t o r y 

here, j u s t i n case anybody's f o r g o t t e n , i t ' s been a month, 

t h i s case — With the coming of the Ongard system, we've 

determined t h a t the c u r r e n t r e p o r t i n g dates i n the r u l e s 

p r ovide unnecessarily short r e p o r t i n g times, t h a t i n the 

i n t e r e s t of having an e f f e c t i v e and an e f f i c i e n t data 

c o l l e c t i o n system i t ' s necessary t o give operators 

a d d i t i o n a l time i n which t o r e p o r t . The D i v i s i o n 

o r i g i n a l l y proposed t h a t the r e p o r t s be due the l a s t day of 

the month f o l l o w i n g the month of production. 

At the l a s t hearing, Yates Petroleum Corporation 

presented a witness on behalf of the Independent Petroleum 

A s s o c i a t i o n of New Mexico, supporting an extension t o the 

15th of the second month f o l l o w i n g . 

Subsequent t o the hearing, the Commission has 

entered an order t e m p o r a r i l y s e t t i n g t h a t date f o r the 
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f i l i n g of C - l l l s , C-112s and C-115s. We continued the 

hearing t o t h i s date t o take a d d i t i o n a l testimony. 

I ' d l i k e t o r e i t e r a t e t h a t although i n the n o t i c e 

t h e r e was some discussion about p e n a l t i e s , i t i s not the 

D i v i s i o n ' s p o s i t i o n a t t h i s time t o seek any s o r t of 

pen a l t y i m p o s i t i o n f o r f a i l u r e t o f i l e t i m e l y r e p o r t s . I 

t h i n k i t ' s e s s e n t i a l t h a t the Ongard system and the new 

r e p o r t i n g requirements be i n place, t h a t we have time t o 

get the system up and running, t h a t everybody be given a 

reasonable chance t o r e a l l y get t o the p o i n t where they can 

r e p o r t a c c u r a t e l y and comply w i t h the r u l e s . 

At t h a t time, i t may be appr o p r i a t e t o look a t 

some method t o enforce compliance f o r those operators and 

t r a n s p o r t e r s who f a i l t o r e p o r t t i m e l y or ac c u r a t e l y and 

j u s t simply don't make the system work through t h e i r 

i n a t t e n t i o n and f a i l u r e t o c o r r e c t problems. 

But a t t h i s time, I have no — nothing t o address 

the issue of a penalty, and i t i s not p a r t of what we seek 

i n t h i s A p p l i c a t i o n . 

One of the issues t h a t has come up i n the new 

Ongard r e p o r t i n g system i s the p o s s i b i l i t y of e l e c t r o n i c 

f i l i n g , which Ed Ma r t i n , the D i v i s i o n witness l a s t time, 

explained i s simply a process t o t r a n s m i t data d i r e c t l y 

i n t o a database so t h a t there's no key e n t r y a t t h i s end of 

the system. 
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Today I ' d l i k e t o c a l l a witness who w i l l e x p l a i n 

a l i t t l e b i t about where t h a t process i s today, best-guess 

estimates — and I t h i n k they're WAGs e n t i r e l y — as t o 

when t h a t w i l l be up and running, but also discuss the 

p o s s i b i l i t y of the f a c t t h a t because the e l e c t r o n i c f i l i n g 

puts the data d i r e c t l y i n t o the system, there's no key 

e n t r y r e q u i r e d a t the end of the process, t h a t i t may be 

app r o p r i a t e t o have a d i f f e r e n t date f o r f i l i n g r e p o r t s i f 

r e p o r t e r s f i l e on paper, where th e r e i s a key e n t r y 

requirement, than i f they f i l e e l e c t r o n i c a l l y where t h e r e 

i s none. 

And a t t h i s time I ' d l i k e t o c a l l Mr. Dave 

Nelson. And I guess, Mr. Chairman, we probably ought t o 

swear Mr. Nelson. 

CHAIRMAN LEMAY: Swear him in? That's f i n e . How 

about a l l those t h a t are going t o give testimony? 

MR. STOVALL: And I'm so r r y , I d i d n ' t know — Mr. 

Carr had a — 

CHAIRMAN LEMAY: Mr. Carr has — 

MR. STOVALL: — an e n t r y of an appearance t o o . 

MR. CARR: May i t please the Commission, as you 

w i l l r e c a l l , I entered my appearance l a s t month i n t h i s 

case f o r Yates Petroleum Corporation and also f o r the 

Independent Petroleum Association of New Mexico. 

Present today, appearing f o r t h e i r companies 
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through the Independent Petroleum A s s o c i a t i o n , are 

re p r e s e n t a t i v e s not only of Yates but Yates D r i l l i n g 

Company, John A. Yates, J r . , Harvey E. Yates Company, Siete 

O i l and Gas Corporation, Myco I n d u s t r i e s , and Abo Petroleum 

Corporation. 

We are going t o have th r e e witnesses who w i l l 

p r o vide b r i e f testimony. 

I n i t i a l l y , I t h i n k i t ' s important t o note t h a t we 

stand before you, r e a l l y not knowing day by day what i s 

r e a l l y before the Commission i n these proceedings. And 

we're not i n t e n d i n g t o address a l t e r n a t e or m u l t i p l e f i l i n g 

dates. 

But the companies are here today, and other 

i n d i v i d u a l s , p r i m a r i l y , through t h i s a s s o c i a t i o n , are 

concerned t h a t they're t r y i n g t o make a g o o d - f a i t h e f f o r t , 

t h e y ' r e concerned t h a t the word "penalty" hangs out t h e r e . 

They are t a k i n g t h i s o p p o r t u n i t y t o present — 

and they've coordinated t h e i r testimony — t o t e l l you what 

the y ' r e doing t o t r y and comply w i t h Ongard, and t o 

ge n e r a l l y e x p l a i n t o you what — the problems they are 

having i n terms of t r y i n g t o meet c u r r e n t deadlines f o r 

f i l i n g C-115 and r e l a t e d i n f o r m a t i o n . 

So we have three witnesses t h a t can be sworn, 

please. 

CHAIRMAN LEMAY: I f a l l of you w i l l stand who are 
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about t o giv e testimony, r a i s e your r i g h t hand. 

(Thereupon, the witnesses were sworn.) 

MR. STOVALL: Make sure t h a t t h e r e i s 

c l a r i f i c a t i o n on t h i s . 

Really, the A p p l i c a t i o n the D i v i s i o n i s seeking 

i s t o extend those f i l i n g dates; t h a t ' s the issue a t t h i s 

time. And the date a t the moment i s the 15th of the second 

month f o l l o w i n g the month of production. 

There are some problems, I t h i n k Mr. Carr a l l u d e d 

t o , d e a l i n g w i t h the a b i l i t y of operators t o get t h a t 

i n f o r m a t i o n i n t o us today, the i n f o r m a t i o n t h a t ' s r e q u i r e d 

c u r r e n t l y . 

I t h i n k we — I suspect w e ' l l hear some problems 

w i t h our g e t t i n g — w i t h the D i v i s i o n ' s g e t t i n g some 

i n f o r m a t i o n t o them which they need t o f i l e . 

The r u l e change we're l o o k i n g a t i s t o s e t a date 

by which r e p o r t s w i l l be due, and t h a t ' s going t o be a 

long-term, when i s t h i s r e p o r t due? 

The s h o r t term t r a n s i t i o n i s an issue, I t h i n k , 

t h a t has t o be addressed a d m i n i s t r a t i v e l y by the D i v i s i o n . 

So as long as — c l e a r , the only t h i n g we're 

r e a l l y seeking a t t h i s time i s t o set the f i l i n g date i n 

the r u l e s , recognizing t h a t the t r a n s i t i o n p e r i o d , t h e r e 

may be some changes or extensions granted t o accommodate 

problems w i t h the conversion. 
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DAVE NELSON. 

the witness h e r e i n , a f t e r having been f i r s t d u l y 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 : 

EXAMINATION 

BY MR. STOVALL: 

Q. Mr. Nelson, would you please s t a t e your name and 

place of residence? 

A. My name i s Dave Nelson. I re s i d e i n Santa Fe, 

New Mexico. 

Q. And how are you employed, Mr. Nelson? 

A. I work f o r the Energy, Minerals and N a t u r a l 

Resources Department of the State of New Mexico. 

Q. I n what capacity? 

A. I'm the data processing manager f o r the O i l 

Conservation D i v i s i o n . 

Q. Now, i n t h a t capacity are you f a m i l i a r w i t h and 

have you been involved i n the development of the Ongard 

r e p o r t i n g system? 

A. Yes, I have. 

A. And s p e c i f i c a l l y what aspects of the Ongard 

system have you been involved i n the development of? 

A. Well, I've been involved i n the t e c h n i c a l review 

of the software d e l i v e r e d by the Ongard c o n t r a c t o r , and I 

have the primary r e s p o n s i b i l i t y f o r developing the data 

e n t r y f u n c t i o n s t h a t the O i l Conservation D i v i s i o n w i l l use 
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t o support the Ongard automated system. 

Q. And are you r e f e r r i n g t o the system t h a t w i l l be 

used by the key-entry s t a f f of the D i v i s i o n or the system 

t h a t would be used through the e l e c t r o n i c data interchange 

process, or both? 

A. I am developing the system t h a t would be used by 

the key-entry s t a f f . As a consequence of t h a t , I'm 

inv o l v e d w i t h the design, development and t e s t i n g of the 

system t h a t would be used f o r e l e c t r o n i c f i l i n g by 

operators. So I t h i n k the answer i s both. 

Q. You're f a m i l i a r w i t h the data-processing 

t e c h n i c a l aspect of g e t t i n g i n f o r m a t i o n from operators' 

databases, whatever type they might be, i n t o the Ongard 

r e p o r t i n g system; i s t h a t c o r r e c t ? 

A. Yes. 

Q. And have you been involved i n the process of 

co n v e r t i n g e x i s t i n g OCD data, again, whether e l e c t r o n i c or 

hard-copy-type i n f o r m a t i o n , i n t o the Ongard database? 

A. Yes, I have. I've been in v o l v e d s p e c i f i c a l l y i n 

w e l l data conversion and development of p o i n t - o f -

d i s p o s i t i o n data. 

Q. And are you f a m i l i a r w i t h the nature of the 

process by which data goes i n t o the Ongard system, again, 

whether e l e c t r o n i c a l l y or through key e n t r y by the — 

A. Yes. 
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MR. STOVALL: I would o f f e r Mr. Nelson a t t h i s 

time as an expert i n — 1 111 c a l l i t e l e c t r o n i c data 

processing and transmission f o r lack of a b e t t e r term. 

CHAIRMAN LEMAY: His q u a l i f i c a t i o n s are 

acceptable. 

Q. (By Mr. S t o v a l l ) Now, Mr. Nelson, you d i d not 

t e s t i f y and I don't t h i n k you were present a t the l a s t 

h earing, but as the proposal stands now, the proposal i s t o 

r e q u i r e r e p o r t i n g by operators by the 15th day of the 

second month f o l l o w i n g the month of prod u c t i o n . I n other 

words, t o giv e them 45 days from the data t h a t p r o d u c t i o n 

ends, or the production p e r i o d ends, roughly, t i l l t he time 

they have t o get a r e p o r t i n . 

Do you — From the standpoint of the D i v i s i o n , 

does t h a t time frame cause any problems, as f a r as you can 

see? 

A. No, t h a t ' s a very d e s i r a b l e time frame f o r us. 

The — We have t o balance two problems. One i s the problem 

of having s u f f i c i e n t time t o key-enter, v e r i f y and process 

the r e p o r t s t h a t come i n from the operators. That has t o 

be balanced against the need t o provide p r o d u c t i o n and 

t r a n s p o r t a t i o n data i n a t i m e l y f a s hion. 

The 15th of the second month f o l l o w i n g p r o d u c t i o n 

i s an advantageous date f o r us. 

Q. Now, from the standpoint of a c t u a l l y e n t e r i n g and 
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han d l i n g data, i s more or less data going t o be entered 

i n t o an e l e c t r o n i c database system? 

A. Well, the Ongard system r e s u l t s i n a, I t h i n k , 

f a i r l y s i g n i f i c a n t increase i n the amount of data t h a t ' s 

being submitted by operators f o r each — on each r e p o r t , 

perhaps 40 percent a d d i t i o n a l . The — So o v e r a l l , there's 

more data t o be processed. 

The f a c t t h a t we've made p r o v i s i o n s f o r 

e l e c t r o n i c data submission allows operators who have 

computer systems — which i s a la r g e percentage of 

operators — t o provide data t o us i n e l e c t r o n i c format so 

i t doesn't have t o be processed. So our t o t a l workload i s 

probably going t o remain constant or decrease, even though 

the t o t a l amount of data t h a t ' s submitted w i l l increase 

somewhat. 

Q. Does t h i s take i n t o account the f a c t t h a t C - l l l 

and -112 t r a n s p o r t a t i o n r e p o r t s are going t o be — now be 

captured e l e c t r o n i c a l l y , where they have not been i n the 

past? 

A. Yes. 

Q. What i s the advantage t o the D i v i s i o n of having 

an operator f i l e e l e c t r o n i c a l l y ? 

A. Well, one — The f i r s t advantage i s s i g n i f i c a n t l y 

l e s s labor on the p a r t of D i v i s i o n s t a f f . Key-entry e r r o r s 

due t o t r a n s p o s i t i o n s or j u s t simple t y p o g r a p h i c a l e r r o r s 
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w i l l be going away. 

I n a d d i t i o n t o t h a t , the s t a f f i n Santa Fe i s not 

— w i l l not be re q u i r e d t o make c o r r e c t i o n s t o the data 

t h a t ' s submitted by the operator, i f the operator submits 

e l e c t r o n i c a l l y . I n t h a t case the data w i l l simply be 

re t u r n e d t o the operator w i t h a n o t i c e i n d i c a t i n g t h a t a 

c o r r e c t i o n i s r e q u i r e d . So the submission of data 

e l e c t r o n i c a l l y by operators almost e l i m i n a t e s the e f f o r t on 

the p a r t of the OCD s t a f f . 

Q. Now, accepting as a f a c t t h a t t h e r e i s going t o 

be an expense and a burden upon operators t o develop the 

e l e c t r o n i c data system, once they've i n c u r r e d t h a t burden 

and expense do you a n t i c i p a t e t h a t t h e r e would be any 

s i g n i f i c a n t increase i n an operator's workload t o prepare a 

data f i l e f o r e l e c t r o n i c transmission as opposed t o 

hardcopy transmission? 

A. No, the — Once the r e q u i r e d software changes are 

made, the e f f o r t r e q u i r e d by the operator t o r e p o r t 

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

There i s t h a t one-time u p - f r o n t cost of 

developing the software, and t h a t could be a s i g n i f i c a n t 

e f f o r t , depending on the i n d i v i d u a l computer system used by 

the operator. 

Q. Now, I mentioned i n my opening remarks i n t h i s 

case the p o s s i b i l i t y of p r o v i d i n g a d i f f e r e n t f i l i n g date 
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f o r hardcopy f i l e r s than f o r e l e c t r o n i c f i l e r s . Can you 

see any reason why there — from the D i v i s i o n — again, 

speaking j u s t from the D i v i s i o n p e r spective, what would be 

the reasons f o r p r o v i d i n g a d i f f e r e n t , probably e a r l i e r 

date f o r f i l i n g hard copy? 

A. Well, the reason f o r an e a r l i e r date f o r hard 

copy would be t h a t , f i r s t o f f , e l e c t r o n i c a l l y f i l e d data 

can be t r a n s m i t t e d over a value-added network t h a t the 

State has contracted w i t h , so t h a t the transmission of data 

should be instantaneous. A c t u a l l y , t h a t doesn't r e a l l y 

r e f e r t o the deadline, but i t ' s much quicker t o t u r n around 

e r r o r c o r r e c t i o n i n t h a t type of environment than i n a 

hardcopy environment. 

The second t h i n g i s t h a t the e l e c t r o n i c 

submission should be a l o t cleaner and r e q u i r e l ess e f f o r t 

on the p a r t of the D i v i s i o n . 

Q. What about the aspect of a c t u a l l y g e t t i n g t he 

data i n t o t he e l e c t r o n i c database? Hard copy, t h a t would 

have t o be done by D i v i s i o n s t a f f , would i t not? 

A. Yes, and w i t h e l e c t r o n i c data, the process i s 

v i r t u a l l y automatic. 

Q. Now, given your e a r l i e r comment about balancing 

the need t o give time t o get accuracy and meeting a 

requirements deadline, i n f a c t , i f paper comes i n t o the 

D i v i s i o n , t he r e p o r t r e a l l y i s n ' t i n a usable format i n the 
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system y e t ; i t s t i l l has t o go i n t o the e l e c t r o n i c system, 

doesn't i t ? 

A. Right, i t has t o go through a key-entry step and 

then a c o r r e c t i o n step. So there's a — depending on the 

si z e of the r e p o r t , there could be several hours of work 

t h a t has t o be accomplished by D i v i s i o n s t a f f before t h i s 

data can be entered e l e c t r o n i c a l l y i n t o the system, and i t 

has t o als o be batched up w i t h r e p o r t s from other 

operators. 

So my estimate i s t h a t by f i l i n g on a hard copy, 

approximately f i v e t o t e n days are r e q u i r e d , a d d i t i o n a l 

days are r e q u i r e d , f o r the manual key-entry and e r r o r -

c o r r e c t i o n cycle t h a t OCD s t a f f has t o perform. 

Q. So from a requirement standpoint, i t might make 

sense t o r e q u i r e hardcopy f i l e r s t o f i l e f i v e t o t e n days 

before t h a t 15th deadline; would t h a t be true? 

A. Well, I t h i n k t h a t the 15th deadline i s an 

acceptable deadline f o r hardcopy f i l e r s . 

I t h i n k we need t o look a t i t the other way 

around: I t ' s p o s s i b l e t o allow a d d i t i o n a l time f o r 

e l e c t r o n i c f i l e r s , because t h a t p r e p a r a t i o n and processing 

e f f o r t on the p a r t of OCD s t a f f i s n ' t t h e r e . 

Q. So i t ' s a question o f , the hard copy needs t o 

come i n f i v e t o t e n days before the e l e c t r o n i c copy needs 

t o come i n , simply because they a t t h a t p o i n t get t o the 
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database a t the same time? 

A. Right, yes. 

Q. Okay. And f o r the moment, a t l e a s t , we're 

working o f f the 15th as k i n d of the l a s t date. And what 

you're suggesting i s , you could move t h a t f i v e - t o ten-day 

time frame f i v e or te n days i n e i t h e r d i r e c t i o n ? I n other 

words, you could move the 15th t o the 25th, i f t h a t met 

o p e r a t i o n a l business requirements? 

A. Yes. 

Q. Okay. Now, a t the moment, what i s the s t a t u s of 

the e l e c t r o n i c f i l i n g system, the a b i l i t y f o r operators t o 

f i l e e l e c t r o n i c a l l y ? 

A. Well we're c u r r e n t l y i n the process of t e s t i n g 

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

We have f i v e major producers who are c u r r e n t l y 

t e s t i n g e l e c t r o n i c submission of C-115 data. So the 

mechanism f o r doing t h a t i s i n place f o r producers who have 

the a b i l i t y t o generate e l e c t r o n i c data themselves. 

Whether they choose t o or not i s a business d e c i s i o n t h a t 

they have t o make. 

Q. I n other words what you're saying i s , from the 

Ongard development side, i s t h i s what you would c a l l — I 

guess the buzzword i s "beta t e s t i n g " ; i s t h a t c o r r e c t ? 

User t e s t i n g , g e t t i n g i t out — 

A. Yes. 
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Q. — and seeing i f i t works? 

A. Yes. 

Q. And so the system i s t h e r e , subject t o some 

debugging? 

A. Yes. Well, i t depends on who you ask. There's 

some people who say the system i s already debugged and the 

operators need debugging. I don't t h i n k t h a t ' s t he 

view p o i n t of the operators a t t h a t p o i n t . 

Q. So would i t be reasonable a t t h i s p o i n t i n time, 

you know, speaking today, t o say t h a t we r e a l l y should have 

t h a t system f a i r l y w e l l t e s t e d a t both ends of the system 

f o r those operators t h a t are already p a r t i c i p a t i n g before 

s e t t i n g up some s o r t of d i f f e r e n t i a l deadlines f o r paper 

and e l e c t r o n i c f i l e r s , simply because the e l e c t r o n i c f i l i n g 

i s not r e a l l y a v a i l a b l e t o everyone y e t ; i s t h a t c o r r e c t ? 

A. Yes. 

Q. I r e f e r r e d t o g i v i n g a WAG about when t h a t might 

be? Have you got a guess t h a t would apply as t o when you 

might look? 

A. I would say w i t h i n the next couple of weeks, the 

ki n k s upon the p o s s i b i l i t y of e l e c t r o n i c f i l i n g w i l l have 

a l l been worked out. 

Q. And so then would i t , say, be reasonable t o give 

s i x t o nine months t o , say, a year before we s t a r t e d t o put 

a d i f f e r e n t i a l deadline i n there as a basis f o r operators 
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t o f i l e , t o give people — t o give development time a t the 

other end too, as well? Would t h a t be reasonable? 

A. That would c e r t a i n l y be reasonable. You know, 

i t ' s r e a l l y advantageous t o us t o encourage e l e c t r o n i c 

f i l i n g , and I f e e l t h a t the D i v i s i o n should do ev e r y t h i n g 

w i t h i n i t s power t o encourage e l e c t r o n i c f i l i n g . I f 

a l l o w i n g an a d d i t i o n a l few days works as an i n c e n t i v e , then 

I t h i n k i t ' s a smart t h i n g f o r us t o do. 

Q. F i n a l l y , there are some — We w i l l hear some 

testimony about some data problems themselves, operators 

not having data, they — you've got t o do t h i n g s . As Mr. 

Ma r t i n t e s t i f i e d l a s t time, p o i n t - o f - d i s p o s i t i o n numbers, 

API numbers — API numbers are p r e t t y w e l l converted, 

a r e n ' t they, as f a r as you know — 

A. Yes. 

Q. — t o accurate API numbers? 

A. Yes. 

Q. So you have p o i n t - o f - d i s p o s i t i o n numbers and 

var i o u s other codes t h a t w i l l be used i n the data system 

t h a t are s t i l l i n the process of being assigned and 

operators being n o t i f i e d of those numbers; i s t h a t c o r r e c t ? 

A. Yes, t h a t ' s — we — I n order t o develop the 

Ongard database, we have t o clean up a number of — we have 

t o clean up e r r o r s i n our data going back t o , you know, 

e s s e n t i a l l y the beginning of when t h i s D i v i s i o n became 
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automated i n the — I guess, i n the e a r l y S i x t i e s . So 

th e r e are j u s t a l o t of small e r r o r s t h a t have t o be 

cor r e c t e d . 

The second t h i n g i s t h a t the p o i n t - o f - d i s p o s i t i o n 

coding scheme i s brand new, and we d i d an approximation t o 

come up w i t h p o i n t - o f - d i s p o s i t i o n codes, and then t h a t had 

t o be adjusted t o r e a l i t y . And t h a t ' s created a tremendous 

workload f o r both the operators and the D i v i s i o n s t a f f , 

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

Q. Would i t be f a i r t o say, then, again, t h a t 

c e r t a i n l y no penalty scheme, and probably any s o r t o f , 

again, e l e c t r o n i c f i l i n g i n c e n t i v e date, i f you w i l l , or 

paper f i l i n g d i s i n c e n t i v e date, could not reasonably be 

imposed u n t i l most of t h a t data, items, are c l e a r e d up, and 

p a r t i c u l a r l y PODs are assigned and — 

A. That's reasonable. I t h i n k i t ' s unreasonable of 

the D i v i s i o n i f the D i v i s i o n were t o penalize or i n any way 

sanct i o n operators f o r a f a i l u r e t o f i l e w i t h the codes 

t h a t t h e D i v i s i o n r e q u i r e s them t o f i l e w i t h , but hasn't 

y e t provided i n a l l cases. 

Q. So — 

A. I mean, we have t o get our act together — 

Q. Right, we — 

A. — simply. And, you know, we need some time t o 

do t h a t . And dur i n g t h a t time p e r i o d , we're not going t o 

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 

20 

be — we're not going t o be lo o k i n g a t operators as a — 

you know, operators who are t r y i n g t o comply w i t h t h i s 

s i t u a t i o n as c r e a t i n g problems. 

Q. And i s i t your experience t h a t most of the 

operators are making a r e a l good e f f o r t t o work w i t h us; 

i t ' s j u s t a matter of time, and — 

A. Well, they c e r t a i n l y have i n the past. I t h i n k a 

l o t of them are making an exceptional e f f o r t now. The cost 

t h a t we've imposed on them i n the changes they have t o make 

t o t h e i r computer systems i n some cases could be f a i r l y 

h i g h because of Ongard. 

So I t h i n k , you know, every sign t h a t we have i s 

t h a t operators are making very g o o d - f a i t h e f f o r t s t o meet 

our requirements. 

Q. I s the r e anything else you'd l i k e t o add or 

comment about the system as f a r as the r e p o r t i n g e f f e c t s , 

requirements? 

A. No. 

MR. STOVALL: I have nothing f u r t h e r a t t h i s 

time. 

A f t e r we hear Mr. Carr 1 s witnesses, I may make 

some suggestions t o the Commission. But I t h i n k I have 

no t h i n g f u r t h e r of t h i s witness. 

CHAIRMAN LEMAY: Okay, thank you. 

Questions of the witness, Mr. Carr? 
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EXAMINATION 

BY MR. CARR: 

Q. Mr. Nelson, we — Today's the f i r s t time we've 

heard about perhaps a l t e r n a t i v e f i l i n g dates i f you're 

f i l i n g hard copy as opposed t o an e l e c t r o n i c f i l i n g . You 

i n d i c a t e d t h a t the 15th day of the second month f o l l o w i n g 

the p r o d u c t i o n month was an acceptable f i l i n g time f o r the 

OCD. 

My question i s , are you aware of anything t h a t 

would cause t h a t time p e r i o d t o be shortened f o r any 

operator, depending on whether they f i l e e l e c t r o n i c a l l y or 

hardcopy? Would t h a t be a minimum date? 

A. Yes, t h a t would be a — 

Q. And there's nothing t h a t you're aware of t h a t ' s 

being discussed whereby even an operator f i l i n g on hard 

copy would be faced i n the foreseeable f u t u r e w i t h having 

t o f i l e sooner than the 15th day of the second month? 

A. No. 

Q. Have you given any c o n s i d e r a t i o n t o p e r m i t t i n g 

operators t o f i l e on magnetic tape? 

A. Yes, t h a t ' s been an allowable — an acceptable 

medium. 

Q. I s t h a t acceptable as you understand i t now, 

under Ongard? 

A. Yes. 
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Q. And would i t be acceptable t o f i l e on a magnetic 

tape i n a format other than the EDI format? 

A. At t h i s time i t would not be. 

Q. I s i t po s s i b l e t h a t t h a t would be considered and 

i t might be pos s i b l e f o r operators t o do i t — f i l e 

magnetic tape other than i n the EDI format? 

MR. STOVALL: Could I ask a question? I t h i n k 

t h a t becomes a confusing question because there's a 

background element t o i t . 

Mr. Nelson, the EDI format as we t a l k e d about, 

e l e c t r o n i c data interchange, as I understand i t , i s j u s t 

simply a s e r i e s of p r o t o c o l s or standards by which two 

e l e c t r o n i c end p o i n t s , t e r m i n a l s , could communicate w i t h 

each o t h e r ; i s t h a t c o r r e c t — 

THE WITNESS: Well — 

MR. STOVALL: — as opposed t o the format of the 

data, which i s d r i v e n as much by the Ongard system as i t i s 

by an EDI system? I want t o make t h a t d i s t i n c t i o n when you 

answer Mr. Carr's question. 

THE WITNESS: Well, i t i s the format of the data. 

The EDI requirements s p e c i f y the format of the data. The 

purpose i s t o provide a standardized data exchange. 

The EDI standards t h a t have been used i n Ongard 

are i n d u s t r y standards, going beyond OCD. A conscious 

d e c i s i o n was made t h a t those standards would be used. 
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The problem t h a t you get when you say you would 

consider other standards i s t h a t t h e r e are so many other 

p o s s i b i l i t i e s f o r data layout t h a t we cannot, as we're 

c u r r e n t l y c o n s t i t u t e d , accommodate them a l l . 

So we drew the l i n e , saying t h a t the EDI format 

was what we would accept e l e c t r o n i c a l l y . 

Q. (By Mr. Carr) And i s t h a t the d e t e r m i n a t i o n 

t h a t ' s been made, or would an operator be able t o propose 

an a l t e r n a t i v e way of magnetic f i l i n g ? 

A. That's been a determination t h a t — t h a t ' s p r e t t y 

f i r m a t t h i s p o i n t . I t ' s been discussed a l o t and hashed 

and rehashed e x t e n s i v e l y . 

Q. I n conversation w i t h Mr. S t o v a l l , you discussed 

POD numbers. We understand there's a March 31 deadline f o r 

f i l i n g January C-115 i n f o r m a t i o n . 

Has th e r e been any discussion t h a t you're aware 

o f , extending t h a t deadline or waiving i t f o r operators i n 

view of the f a c t they don't have the POD numbers? 

A. We allowed a blanket March 31st deadline f o r a l l 

operators. We've discussed extension of t h a t on a case-by-

case ba s i s , and w e ' l l p r e t t y much al l o w i t , given good 

reason on the p a r t of the operator. 

Q. Would absence of a PDO number, i n your o p i n i o n , 

be a good reason? Or a POD number? 

A. I t d e f i n i t e l y would, i t would. 
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Q. I n terms of g e t t i n g t h i s POD number s i t u a t i o n 

worked out, do you have any estimate or guesstimate as t o 

when we might be able t o have these numbers i n place so we 

can s t a r t g e t t i n g under the system as an operator? 

A. I r e a l l y don't know, t o be honest w i t h you. 

MR. CARR: That's a l l I have. 

CHAIRMAN LEMAY: Thank you, Mr. Carr. 

MR. STOVALL: Let me j u s t f o l l o w up, i f I might, 

r e a l q u i c k l y on t h a t . 

FURTHER EXAMINATION 

BY MR. STOVALL: 

Q. The POD numbers a t t h i s p o i n t are being worked on 

on a company-by-company basis, so i t ' s going t o vary from 

companies; i s t h a t not correc t ? 

A. Yes. 

Q. And i f a company doesn't have i t s numbers, 

i t ' s — i f I understood what you s a i d , i s , j u s t w r i t e and 

say, We don't have our numbers y e t , we can't f i l e . 

But you're not recommending t h i s — a blanket — 

another blanket extension j u s t saying, Companies w r i t e i n 

and t e l l us? Because some companies do have them; i s t h a t 

c o r r e c t ? 

A. Yes, a large number have them. A f a i r number 

have already submitted r e p o r t s f o r January p r o d u c t i o n . But 

those tend t o be the smaller companies. 
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CHAIRMAN LEMAY: A d d i t i o n a l questions? 

Commissioner Carlson? 

COMMISSIONER CARLSON: Yeah. I t h i n k my question 

might be f o r Bob. 

We're t a l k i n g about today j u s t changing i t t o the 

— I guess we don't have a d r a f t r u l e , r i g h t , i n f r o n t of 

us? 

MR. STOVALL: Well, the discussion t h a t ' s come up 

— I was going t o do t h i s a t the end; i t might make more 

sense t o do i t now. 

You've got an order out r i g h t now, which 

t e m p o r a r i l y sets those dates t i l l the 15th of the second 

month. We are discussing a r u l e which would be 

ap p l i c a b l e — you know, a c t u a l l y changing the r u l e i n the 

r u l e book. 

A proposal which I would suggest — and i n l i g h t 

of Mr. Nelson's testimony i t might make some sense — would 

be t o continue t h i s case f o r a longer p e r i o d , operate under 

t h a t temporary order, l e t t h i s system get up and running, 

and f i n d out what r e a l l y i s a good date. 

Mr. Nelson suggested t h a t you could do hard copy 

the 15th and give e l e c t r o n i c f i l e r s f i v e or t e n days a f t e r 

t h a t . I t might be — I mean, t h a t ' s something you might 

want t o consider from t h a t standpoint. 

No, you don't have an order i n f r o n t of you. 
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They had a proposal l a s t time, and we modified the dates 

and — And t h a t ' s something you j u s t — you might want t o 

t h i n k about, i s , operate under a temporary order u n t i l such 

time as we've got a b e t t e r sense of what i t ' s going t o 

take, t o get the system up and running so everybody knows 

what i t i s . 

COMMISSIONER CARLSON: Well, i t seems t o me we've 

got a moving t a r g e t f o r — you know, they don't know what 

t o comment on. 

Our proposal i s the 15th day of the second month, 

r i g h t now, and t h a t ' s what we're hearing testimony on 

today. 

MR. STOVALL: Correct, c o r r e c t . That — 

COMMISSIONER CARLSON: And then we — You know, 

we can always amend the r u l e s t o say t h a t and then come 

back sometime i f t h a t i s n ' t working, and put i n two 

d i f f e r e n t dates or add a penalty or put i n a format f o r 

r e q u i r i n g EDI or whatever. 

But r i g h t now the proposal i s the 15th day of the 

second month; i s t h a t correct? 

MR. STOVALL: Correct. And the other d i s c u s s i o n 

i s being r a i s e d t o give people time, r a t h e r than coming i n 

s i x months and say, Okay, here's what we're t a l k i n g about 

doing, you've got t h i r t y days t o respond. To say, Here are 

some of the questions you need t o t h i n k about over the next 

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 

27 

s i x months. And t h a t ' s why t h a t i s being proposed. 

Yes, your answer i s , they're r e a l l y — The moving 

t a r g e t has been f i x e d a t the 15th day. How you go about — 

How you want t o deal w i t h handling the f u t u r e questions, I 

t h i n k , i s up t o the Commission. 

EXAMINATION 

BY COMMISSIONER CARLSON: 

Q. (By Commissioner Carlson) Dave, when does the 

OCD a c t u a l l y use the data? When i s the — I mean, we k i n d 

of — I guess i t ' s the — I s i t the l a s t day of the month 

f o l l o w i n g production now? I s t h a t when the C - l l l s and 

C-115s are due? 

A. I b e l i e v e i t ' s the 2 5th. 

COMMISSIONER CARLSON: 25th? 

MR. STOVALL: I t ' s the 15th f o r the C - l l l and 

C-112 and the 25th f o r the C-115. 

COMMISSIONER CARLSON: Okay. When i s i t t h a t 

anybody w i t h i n the D i v i s i o n a c t u a l l y uses t h a t data? 

MR. STOVALL: Again, I'm going t o step i n t o t h a t 

because I don't t h i n k Dave knows. 

What's going t o d r i v e i t w i t h the dates we're 

t a l k i n g about now i s not going t o be the D i v i s i o n ; i t ' s 

going t o be the Taxation and Revenue and the State Land 

O f f i c e — 

COMMISSIONER CARLSON: So when we want — 
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MR. STOVALL: — because these are revenue-

d r i v i n g numbers and — 

COMMISSIONER CARLSON: So when we a t the Land 

O f f i c e want t o compare C-115 volumes, f o r example, w i t h t a x 

and r o y a l t y volumes — 

MR. STOVALL: Correct. 

COMMISSIONER CARLSON: — and taxes and r o y a l t i e s 

are r e p o r t e d on the 25th day of the second month? 

MR. STOVALL: Correct. 

COMMISSIONER CARLSON: So I mean we have t i l l 

t h a t window, a t l e a s t , and oftentimes — You know, speaking 

from experience, I know t h a t we don't look back f o r 

of t e n t i m e s many months a f t e r t h a t . 

MR. STOVALL: Yeah, I t h i n k the t h i n g t h a t i t i s , 

i s t h a t we know we don't need i t before the 15th of the 

second month. I f you s t a r t going beyond t h a t , we 

d e f i n i t e l y have t o be i n communication w i t h Taxation and 

Revenue and the State Land O f f i c e , and t h a t may be another 

reason t o do i t by way of the order f o r the moment, u n t i l 

— because i t i s a t r i - a g e n c y system, as you're aware. 

So t h a t ' s going t o be the d r i v e r on t h a t end of 

i t . The OCD uses i t simply t o put out data f o r operators 

t o use, q u i t e f r a n k l y . That's the biggest — probably one 

of the biggest a c t i v i t i e s t h a t ' s done w i t h i t from the OCD 

standpoint. 
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Q. (By Commissioner Carlson) Well, from a data-

processing standpoint, I take i t accuracy, then, i s much 

more important than time? 

I n other words, i f you don't have t o go back and 

amend t h i s system w i t h amended r e p o r t s from data processing 

p o i n t s of view, anyway, you could handle two months l a t e r , 

r e a l l y ? 

A. Yes. We have t o balance when the need f o r data 

by the users of t h a t data e x i s t s against the accuracy of 

i t . 

I f we push the date too close t o the month of 

pro d u c t i o n , then operators don't have an o p p o r t u n i t y t o 

c o l l e c t and process the data i n t e r n a l l y before they have t o 

r e p o r t t o us. 

I f we push i t too f a r , the r e p o r t s t h a t we 

d i s t r i b u t e t o i n d u s t r y w i l l be delayed. So i t ' s a 

balancing a c t . 

One other aspect of t h a t i s t h a t w i t h the Ongard 

system, as soon as the data i s processed i t becomes 

a v a i l a b l e o n l i n e , which i s not a f e a t u r e of our c u r r e n t 

system. So, you know, even w i t h these extended f i l i n g 

dates, because there's o n l i n e access t o the data, immediate 

i n q u i r i e s can be handled, you know, the next day a f t e r the 

data has been processed i n t o the mainframe system. 

So o v e r a l l , we get about the same and probably a 

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 

30 

somewhat b e t t e r a v a i l a b i l i t y of data, even w i t h the l a t e r 

f i l i n g dates due t o the new software. 

Q. At one time e a r l y i n the Ongard — I don't know, 

i t ' s been many years ago now, I t h i n k . But they were 

t a l k i n g about a c t u a l l y buying PCs f o r those small operators 

t h a t would s t i l l submit a hard copy t o avoid t h a t . I s t h a t 

s t i l l under consideration? 

A. As f a r as I know, t h a t ' s not. 

Q. Would t h a t be c o s t - e f f e c t i v e ? I f the State 

would buy a PC and loan i t t o an operator where he could 

submit — ? 

A. Well, we've done a couple of t h i n g s l i k e t h a t , 

s i m i l a r t o t h a t . 

F i r s t o f f , we're i n the process of developing 

software t h a t operators could load on t h e i r own PC and 

prepare r e p o r t s e l e c t r o n i c a l l y and submit them t o us. 

Secondly, we are p l a c i n g PCs i n the t h r e e 

d i s t r i c t o f f i c e s t h a t are a v a i l a b l e f o r operator use i n 

accessing data as w e l l as preparing data, i n theory. 

So we — Those two ways, we've already s t a r t e d 

undertaking. As f a r as — 

Q. But your goal i s t o minimize the hard copy, I 

take i t ? That 1s i n everybody's i n t e r e s t ? 

A. Since we don't c o l l e c t taxes or r o y a l t i e s o f f 

t h i s p r o d u c t i o n data, I don't t h i n k there's much of a 
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f i n a n c i a l i n c e n t i v e f o r us t o see PCs i n t o the i n d u s t r y , 

where other agencies might have t h a t type of i n c e n t i v e . 

Q. But i t would save you money on having t o i n p u t 

and avoid e r r o r s by — i f you got more i n by e l e c t r o n i c 

t r a n s m i s s i o n and less i n hard copy, r i g h t ? 

MR. STOVALL: Mr. Carlson, I might address t h a t . 

I don't t h i n k the problem, r e a l l y , today w i t h 

probably 95 percent of the volume, most of those operators 

have got some s o r t of computer i n t h e i r o f f i c e , whether 

i t ' s a smaller PC or a mainframe or whatever. 

I t h i n k the software i s the r e a l key. I f we can 

develop a software package which we can giv e t o operators, 

t h a t r e a l l y would solve the bulk of t h e i r — t h a t ' s where 

the expense and the d i f f i c u l t y would come i n . And i f we do 

i t , we develop one t o o l f o r everybody t o use, r a t h e r than 

everybody having t o develop the same t o o l . 

So t h a t r e a l l y would be the key, i s working on 

t h a t one, not the hardware i t s e l f . 

COMMISSIONER CARLSON: That's a l l , thank you. 

CHAIRMAN LEMAY: Commissioner Weiss? 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. Yes, s i r . Mr. Nelson, how long have these 

operators been i n t h i s beta t e s t i n g ? 

A. I be l i e v e i t began i n January. 
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Q. Do you have any r e s u l t s ? 

A. Well, we've been working w i t h f i v e operators. 

The main d i f f i c u l t y t h a t we're encountering i s 

misunderstanding or lack of s p e c i f i c i t y as t o the r e p o r t i n g 

formats. And so an operator says, Well, how do I use the 

e l e c t r o n i c — the EDI r e p o r t i n g format t o r e p o r t t h i s type 

of s i t u a t i o n ? And a l o t of times they attempt t o i n t e r p r e t 

the s p e c i f i c a t i o n s and come up w i t h a d i f f e r e n t 

i n t e r p r e t a t i o n than the c o n t r a c t o r who developed the 

software. 

At t h a t p o i n t we have t o get everybody together 

and determine which i s the c o r r e c t way t o do t h a t and then 

put t h a t i n f o r m a t i o n out t o a l l the p o t e n t i a l e l e c t r o n i c 

f i l e r s . 

So t h a t ' s how the process has been going. I t ' s 

somewhat slow because i t may take us a week t o get our 

heads tog e t h e r , f i g u r e out what the answer i s and 

disseminate i t . 

Q. Has there been a successful transmission? 

A. As of yesterday, I don't t h i n k any operator has 

done a transmission t h a t ' s been clean y e t . 

THE WITNESS: When we have our next d i s c u s s i o n 

along t h i s l i n e , I would be very i n t e r e s t e d , and perhaps 

the other Commissioners, i n seeing some support from 

operators of some r e a l examples t h a t s a i d , Yes, here, I d i d 
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i t , t h i s works. And t h a t would be q u i t e h e l p f u l f o r me. 

THE WITNESS: Yes, s i r . 

COMMISSIONER WEISS: That's a l l I have. Thank 

you. 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. The only other t h i n g of Mr. Nelson I might add or 

ask i s , we've covered the time frame i n r e l a t i o n s h i p t o 

Taxation and Revenue, State Land o f f i c e . Do you happen t o 

know the p u b l i c ' s need f o r information? 

I'm t h i n k i n g p a r t i c u l a r l y l i k e t h e D w i g h t ' s, the 

Pis , because i t i s p u b l i c record. Have you any knowledge 

of when t h a t i n f o r m a t i o n would be ready f o r the — or when 

the p u b l i c would l i k e t h a t k i n d of information? 

A. I'm a f r a i d I don't. We've d e a l t w i t h them on the 

basis o f attempting t o provide them the i n f o r m a t i o n as 

q u i c k l y as we can, and they seem t o be g r a t e f u l t o get i t 

as soon as they can. And we haven't discussed f o r m a l , you 

know, deadlines, i f you w i l l , f o r t h a t type of t h i n g . 

Q. They've never complained, I assume, about not 

g e t t i n g the i n f o r m a t i o n i n a t i m e l y f a s h i o n or r e q u i r e d a t 

a c e r t a i n time? 

MR. STOVALL: I might i n t e r r u p t you t o say t h a t I 

t h i n k your answer before would r e a l l y go t o t h a t , t h a t 

although i t ' s coming i n t o us l a t e r , i t ' s a v a i l a b l e t o the 
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p u b l i c as soon or sooner, simply because the i n f o r m a t i o n . . . 

I n other words, under the c u r r e n t system, Mr. 

Nelson, you put i n f o r m a t i o n i n and i t ' s j u s t a bunch of 

e l e c t r o n i c switches s i t t i n g on a computer someplace u n t i l 

you put something out, r i g h t ? 

THE WITNESS: Right. 

CHAIRMAN LEMAY: Well, no, I — 

MR. STOVALL: And the new system i t ' s a v a i l a b l e 

immediately, so I t h i n k — I don't t h i n k i t ' s a change i n 

t h a t . 

Q. (By Chairman LeMay) Well, I understand — Yeah, 

I understand t h a t . I was j u s t l o o k i n g a t s p e c i f i c dates. 

Was the r e a date t h a t a PI or a D w i g h t ' s or a 

p u b l i c member would say, Yeah, I need t h a t i n f o r m a t i o n two 

months a f t e r the l a s t day of production? 

I t ' s — Generally what you're saying, i t ' s 

g e n e r a l l y been a v a i l a b l e as q u i c k l y as we can get i t , and 

there's been no complaint on the other end of t h a t . I s 

t h a t f a i r t o say? 

A. I've never heard i t expressed i n the terms t h a t 

you j u s t phrased i t , we need i t by such and such a date. 

I've heard comparisons w i t h other s t a t e s and other 

processes, but I haven't heard i t where i t ' s s t a t e d as a 

need f o r the i n f o r m a t i o n a t a p a r t i c u l a r time. 

Q. Do we measure up p r e t t y good w i t h other s t a t e s as 
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f a r as, you know, as f a r as supplying t h a t a v a i l a b l e 

i n f o r m a t i o n t o the users? 

A. That's what I've been t o l d . 

CHAIRMAN LEMAY: Okay, t h a t ' s a l l the questions I 

have. 

Anything else? B i l l ? 

FURTHER EXAMINATION 

BY COMMISSIONER WEISS: 

Q. Yes. I s the r e any danger of l o s i n g some 

pro d u c t i o n i n f o r m a t i o n i n t h i s t r a n s i t i o n period? I s the 

State i n danger of l o s i n g a month's worth of the o i l and 

gas records? 

A. No. I n f a c t , t h i s t r a n s i t i o n i s focusing our 

a t t e n t i o n on the c o n t r o l s , on data i n t e g r i t y . We w i l l have 

much b e t t e r t o o l s t o determine e r r o r s i n the data, t o 

cross-check i t and t o determine gaps i n the data. 

I don't — we're a c t u a l l y — We're b u i l d i n g a 

more s o l i d system than we c u r r e n t l y have, i n a d d i t i o n t o a 

more modern system. 

Q. Well, I remember back — Tapes are s t o r e d i n 

Socorro, and there's a couple years where they got wet or 

something. They're not readable, or not r e a d i l y readable. 

So there's two years of magnetic data t h a t ' s no good. Now, 

we have hard copies, we can get i n f o r m a t i o n from t h e r e . 

And I'm concerned t h a t something l i k e t h a t nature 
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could happen i n t h i s t r a n s i t i o n p e r i o d , w i t h o u t any hard 

copy. Could we lose the e l e c t r o n i c data? 

A. That's — There's cause f o r concern. There's no 

a d d i t i o n a l cause f o r concern because of t h i s t r a n s i t i o n . 

I n the next few years we're going t o be l o o k i n g 

a t b e t t e r ways of a r c h i v i n g data, using, f o r instance, 

o p t i c a l d i s c s , which are much more durable than the 

magnetic tape t h a t ' s t r a d i t i o n a l l y been used. 

So I t h i n k we should o v e r a l l improve the — you 

know, the a b i l i t y t o capture and permanently maintain 

p r o d u c t i o n data. 

COMMISSIONER WEISS: That's a l l I have. Thank 

you. 

FURTHER EXAMINATION 

BY MR. STOVALL: 

Q. Just one l a s t quick question w i t h regard t o — 

Mr. Carr was asking you about accepting data i n other 

formats. I t doesn't matter — The t h i n g t h a t ' s going t o 

d r i v e t h a t s h i f t i s , i t ' s got t o be able t o get i n t o our 

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

A. Yes. I f we accept data i n a d i f f e r e n t format, 

then t h e r e has t o be a programming e f f o r t undertaken t o 

t r a n s l a t e t h a t format i n t o a format t h a t can be handled by 

the Ongard programs. 

We attempted t o do e l e c t r o n i c data c a p t u r i n g j u s t 
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t h a t way under the c u r r e n t system, and because of the need 

t o accommodate the d i f f e r e n c e s i n the data f i l e s t h a t each 

operator could provide, we wound up only able t o accept 

data from two operators. So i t l i m i t s our a b i l i t y t o 

accept data e l e c t r o n i c a l l y . 

MR. STOVALL: I have no f u r t h e r questions. 

CHAIRMAN LEMAY: A d d i t i o n a l questions of the 

witness? 

I f not, he may be excused. 

I s t h a t a l l you have, Mr. S t o v a l l ? 

MR. STOVALL: That's a l l I have. 

CHAIRMAN LEMAY: Mr. Carr? 

MR. CARR: May i t please the Commission, 

i n i t i a l l y I would l i k e t o assure you t h a t the people who 

are here today t h a t I represent appreciate the f a c t t h a t 

we're i n a t r a n s i t i o n p e r i o d w i t h Ongard and there's a 

necessary shakedown t h a t occurs a t a time l i k e t h i s . 

We also want you t o know we appreciate t he 

extension of time and the response t o the testimony we 

presented a month ago. We be l i e v e t h a t a t some p o i n t i n 

time t h e r e w i l l have t o be a formal r u l e change, and th e r e 

w i l l be a formal proposal before you, and we w i l l have an 

o p p o r t u n i t y t o review i t and t o comment. 

Our concern, r e a l l y , i s t h a t much of t h a t 

d e c i s i o n may be, i n f a c t , made as we go through t h i s 
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t r a n s i t i o n a l p e r i o d i n proceedings l i k e t h i s . And as 

Commissioner Carlson noted, i n a sense we do f e e l l i k e 

we're chasing on some p a r t s of t h i s question a moving 

t a r g e t . 

We r e a l l y don't know, day by day, what you r e a l l y 

are t h i n k i n g — "we" being operators. We t h i n k i t ' s 

necessary, important t h a t you know what we're t h i n k i n g , and 

we're t r y i n g t o — We have a number of people here who are 

the people who are a c t u a l l y w r e s t l i n g w i t h t h i s problem a t 

the operator l e v e l . 

We have three people who are going t o t e s t i f y and 

very b r i e f l y j u s t b r i n g you up t o date on where they and 

t h e i r i n d i v i d u a l companies are i n an e f f o r t t o t r y and 

comply and meet the requirements of Ongard, and so t h a t ' s 

the purpose of our testimony. 

And a t t h i s time I would c a l l Susan K l e i n . 

SUSAN KLEIN. 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn upon 

her oath, was examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your name f o r the record, please? 

A. Susan K l e i n . 

Q. And where do you reside? 

A. A r t e s i a , New Mexico. 
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Q. By whom are you employed? 

A. Yates Petroleum Corporation. 

Q. And what i s your c u r r e n t j o b w i t h Yates Petroleum 

Corporation? 

A. Data processing manager. 

Q. How long have you held t h i s p o s i t i o n ? 

A. Nine years. 

Q. Can you b r i e f l y t e l l the Commission what your 

d u t i e s are as the data processing manager f o r Yates? 

A. I manage the day-to-day computer a c t i v i t i e s . I'm 

respons i b l e f o r any ongoing program development and manage 

the a c q u i s i t i o n and maintenance of any computer hardware 

and software used by Yates Petroleum. 

Q. You're pe r s o n a l l y involved w i t h the e f f o r t t o 

b r i n g Yates's r e p o r t i n g e f f o r t i n t o compliance w i t h Ongard? 

A. Yes. 

Q. Could you b r i e f l y review your educational 

background and work experience f o r the Commission? 

A. I graduated from A r t e s i a High School i n 1973, and 

a f t e r a few years of working I decided t o go back t o 

c o l l e g e . 

I graduated w i t h an associate•s degree from New 

Mexico State i n 1983, and I have worked i n the o i l and gas 

i n d u s t r y since March of 1982. About a year and a h a l f of 

t h a t was w i t h a f i r m c a l l e d A r t e s i a Data Systems, which i s 
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a computer software company f o r the o i l and gas i n d u s t r y . 

Q. Are you ge n e r a l l y f a m i l i a r w i t h what the O i l 

Conservation D i v i s i o n i s proposing i n t h i s case? 

A. Yes. 

Q. And are you f a m i l i a r w i t h the e f f o r t s being made 

by Yates Petroleum Corporation t o t i m e l y f i l e data i n 

accordance w i t h the OCD requirement and also i n compliance 

w i t h Ongard, as you understand i t ? 

A. Yes, I work c l o s e l y w i t h those problems. 

Q. Are you f a m i l i a r w i t h the order t h a t has been 

entered already i n t h i s case, Order 10,061, entered 

February the 17th? 

A. Yes. 

Q. And are you prepared t o make some recommendations 

t o t he Commission concerning the f i l i n g of data w i t h the 

OCD? 

A. Yes, I am. 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

CHAIRMAN LEMAY: They're acceptable. 

Q. (By Mr. Carr) Could you b r i e f l y summarize the 

purpose of Yates's p r e s e n t a t i o n here today? 

A. Well, we would l i k e t o review Yates's e f f o r t s t o 

comply w i t h the Ongard requirements. We'd also l i k e t o 

make some recommendations concerning the f i l i n g of the 
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C - l l l s , C-112S and C-115s. 

Q. Do you request t h a t the time frame set f o r t h i n 

Order 10,061 be adopted on a permanent basis? 

A. Yes, d e f i n i t e l y . 

Q. And do you have an op i n i o n , on t o p e n a l t i e s , 

whether or not they're r e a l l y on the t a b l e or not? 

A. I t doesn't sound l i k e they're on the t a b l e r i g h t 

now, but — We would l i k e t o see them never on the t a b l e . 

Q. Have you prepared an e x h i b i t f o r p r e s e n t a t i o n i n 

t h i s hearing? 

A. Yes, I have. 

Q. Could you i d e n t i f y t h a t f o r the Commission and 

then j u s t b r i e f l y review what i t i s ? 

A. Okay, I prepared a worksheet which, a t the top of 

i t , i t says, "Yates Petroleum Corporation, Expenses 

Associated w i t h Ongard, Costs I n c u r r e d t o Date Plus 

Estimated Costs", and i t summarizes a l l of the expenses 

t h a t Yates Petroleum has i n c u r r e d t o date and expenses we 

are expecting t o i n c u r , i n c l u d i n g several o p t i o n s . 

Hopefully, we can get t o do the o p t i o n we would 

l i k e t o do, which I ' l l go over a l l the separate options and 

what the expenses are comprised o f. 

The f i r s t two groups, the Production System 

M o d i f i c a t i o n s and the Revenue System M o d i f i c a t i o n s , those 

are m o d i f i c a t i o n s we had t o make t o our in-house computer 
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programs i n order t o — w e l l , a c t u a l l y the pr o d u c t i o n 

system i s p r e t t y much complete. 

The revenue system m o d i f i c a t i o n s we do not know 

what we're going t o have t o do y e t , because we have not 

rece i v e d those i n s t r u c t i o n s . 

But the t o t a l of those two i s — What we have 

spent and what we estimate t o spend i s about $13,000 — 

w e l l , $12,500, as you can see on the worksheet. Now, those 

are both expenses t h a t we have t o spend. 

The r e s t of the worksheet i s opt i o n s . The next 

item on t h e r e , the EDI-Technet Expenses, those w i l l only be 

in c u r r e d i f we do decide a t some p o i n t t o go w i t h the EDI 

process. And these are expenses, as we understand them, 

t h a t would be l i k e i n c u r r e d d u r i n g the f i r s t year of use. 

Under t h a t are the EDI-Software Expenses, which 

I've l a b e l e d A), B) and C) . 

A) i s i f we purchased software f o r our p a r t i c u l a r 

system a t Yates Petroleum, which i s an IBM AS/400 — To 

purchase software f o r t h a t system would cost us about 

$23,000 f o r the f i r s t year. $20,000 of i t i s a one-time 

expense, the purchase of the software. And because of the 

s i z e of our system, t h a t ' s why our amount i s probably a l o t 

higher than some of the other systems around the s t a t e 

might be, because we have a large AS/400. 

The $3075, our y e a r l y software maintenance. So 
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t h a t would be an ongoing expense every year. 

So t h a t f i r s t o p t i o n , i f y o u ' l l look on the r i g h t 

s ide of the paper, t h a t column, the f i r s t o p t i o n would cost 

$40,500.29 [ s i c ] , or somewhere thereabouts, f o r the f i r s t 

year. 

Q. This i s i n a d d i t i o n t o the system m o d i f i c a t i o n s 

t h a t you're going t o be making? 

A. That's i n c l u d i n g those. 

Q. A l l r i g h t . Then l e t ' s go, now, t o the next 

o p t i o n . 

A. Okay, t h a t ' s the Personal Computer Option. I f we 

got our data downloaded from the AS/400 t o the personal 

computer and had t o t r a n s l a t e i t some way i n order t o get 

i t i n t o the EDI format t o send t o the State, i t would be 

about $23,000. Now, t h a t ' s a p r e t t y — I guess I'm 

s t i c k i n g my neck out making t h a t estimate, because we've 

r e a l l y never had t o do anything l i k e t h a t ; we j u s t know i t 

would take us a l o t — There's a b i g l e a r n i n g curve t h e r e 

f o r us. 

The t h i r d o p t i o n , labeled C), the D o - I t -

Ourselves, t h a t ' s i f we w r i t e our own EDI t r a n s l a t o r f o r 

the AS/400. And there again, we haven't had t o do i t , but 

cons i d e r i n g a l l of the t r a n s l a t i o n and t h e communication 

options — or those t h i n g s t h a t we would have t o l e a r n , and 

th e r e would be a l o t of debugging i n t h a t o p t i o n , so we 
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t h i n k t h a t i t would run somewhere around $27,000. 

Now, these amounts i n the r i g h t - h a n d column a l l 

do i n c l u d e the programming expenses t h a t I mentioned a t the 

top of the page. This i s l i k e the t o t a l package. 

The next o p t i o n , the Magnetic Tape Option — and 

I do need t o make a note on t h a t . That i s a non-EDI-format 

tape, which we were l i s t e n i n g t o some comments about a 

wh i l e ago. That type of tape was accepted w i t h the pre-

Ongard system. And i t could be — I f the State would j u s t 

t e l l us what k i n d of format t h a t they would l i k e our data 

i n , we could put i t i n t h a t format. And I know of a t l e a s t 

one other operator, and I've spoken w i t h s everal others who 

might be w i l l i n g t o do t h a t . 

But the programming burden would f a l l on us, 

which would be a l o t less of a programming burden than the 

EDI burden. But the State could t e l l us what format they 

would l i k e t h a t i n , and a l l of the operators would put i t 

i n t h a t format and send t h a t tape. I t should be ready t o 

put i n t o the Ongard system a t t h a t p o i n t . Or t h a t 1 s my 

idea of i t . And t o us, t h a t ' s our best o p t i o n . That's a 

$17,000 o p t i o n . 

And then of course the hard copy t h a t we a l l know 

about, and considering the cost of paper and postage, f o r a 

y e a r l y cost we estimate t h a t a t $17,000. 

Q. Now, you heard Mr. Nelson t e s t i f y ? 

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 

45 

A. Yes. 

Q. And you agree w i t h him t h a t a l l of these options 

are a v a i l a b l e t o you now, except f o r magnetic tape options 

on a non-EDI format; i s t h a t r i g h t ? 

A. Yes. 

Q. What would j u s t g e n e r a l l y be the b e n e f i t s of the 

magnetic f i l i n g i f you could get i t i n a format t h a t would 

be compatible w i t h the s t a t e system? 

A. Well, i t would save Yates Petroleum resources and 

also the State, because they would not have t o re-key the 

data. 

Q. So i t would have some of the b e n e f i t s t h a t j u s t 

the e l e c t r o n i c f i l i n g would have? 

A. Yes. 

Q. Have you reviewed t h i s proposal w i t h 

r e p r e s e n t a t i v e s of the State? 

A. Yes. 

Q. And who have you reviewed i t with? 

A. I have t a l k e d t o Ed M a r t i n , and then I t a l k e d t o 

a couple of people i n the data processing State 

departments. 

Q. And what has been the general response t o i t ? 

A. They a l l seem t o be r e c e p t i v e t o the idea. 

Q. And are you i n t e r e s t e d i n c o n t i n u i n g t o work w i t h 

State r e p r e s e n t a t i v e s t o see i f you cannot develop a 
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program whereby you can f i l e w i t h a magnetic tape option? 

A. Yes, I would be. 

Q. I n your o p i n i o n , has Yates Petroleum Corporation 

been making a g o o d - f a i t h e f f o r t t o comply w i t h Ongard and 

the OCD rules? 

A. Yes, we have made a s u b s t a n t i a l investment, as 

you can see by the worksheet, and are expecting t o make 

more of an investment. And then as f a r as th e a c t u a l 

personnel a t Yates Petroleum, we've worked hard a t t r y i n g 

t o comply. 

Q. B a s i c a l l y what i s Yates requesting here today? 

A. B a s i c a l l y we're requesting t h a t , f i r s t of a l l , no 

p e n a l t i e s ever be imposed on the operators. We would l i k e 

f o r t he State t o work w i t h the operators i n g e t t i n g t he 

most e f f i c i e n t and b e n e f i c i a l system going f o r both us and 

the S t ate, which h o p e f u l l y w i l l i n c lude t h i s non-EDI format 

magnetic tape. 

Q. And Yates i s also anxious t o work w i t h the State 

t o achieve t h a t end; i s t h a t r i g h t ? 

A. Yes. 

Q. Was E x h i b i t Number 1 prepared by you? 

A. Yes. 

MR. CARR: At t h i s time we would move the 

admission of Yates Petroleum Corporation E x h i b i t Number 1. 

CHAIRMAN LEMAY: Without o b j e c t i o n , the e x h i b i t 
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w i l l be entered i n t o the record. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Susan K l e i n . 

CHAIRMAN LEMAY: Thank you, Mr. Carr. 

Questions of the witness? 

MR. STOVALL: No questions. 

CHAIRMAN LEMAY: Commissioner Carlson? 

EXAMINATION 

BY COMMISSIONER CARLSON: 

Q. Yeah, j u s t one. I can sympathize w i t h your 

p o s i t i o n on no p e n a l t i e s . However, as a r e p r e s e n t a t i v e of 

the State Land O f f i c e and a r o y a l t y owner, what do you 

suggest the State does w i t h producers t h a t c o n s i s t e n t l y 

e i t h e r do not r e p o r t , l a t e r e p o r t , or r e p o r t i n c o r r e c t l y , 

which i s our r e a l problem? Say t h a t do t h a t 14 months i n a 

row and show no i n t e n t i o n of ever changing s h o r t of 

p e n a l t i e s . What can the State do t o f o r c e those people t o 

comply? 

A. Well, I don't work i n the p r o d u c t i o n department, 

but from my understanding I thought the State had the 

o p t i o n t o shut i n w e l l s i f the operators were not 

complying. 

Q. Well, I suppose t h a t i s an o p t i o n — 

A. And t h a t — 

Q. — I would r e f e r t o the OCD. 
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But on a C - l l l , f o r example, I have on a number 

of occasions, have had t o go up t o the OCD's f i l e s and t r y 

t o review gas-plan accounts, and some of them r e p o r t very 

c o r r e c t l y and some of them j u s t throw any number on a sheet 

and t u r n i t i n . 

There's — Really, as I see i t , t here's no o p t i o n 

but t o , sooner or l a t e r — and I agree w i t h Bob, we ought 

t o w a i t u n t i l l a t e r and see what i s app r o p r i a t e — but 

sooner or l a t e r I t h i n k p e n a l t i e s , some s o r t of p e n a l t i e s , 

some s o r t of mechanism t o fo r c e people t o comply, are going 

t o become necessary. 

A. Well, I don't r e a l l y know how I would propose t o 

go about p e n a l i z i n g . But when, you know, the operators are 

making a g o o d - f a i t h e f f o r t , plus i n v e s t i n g , as you can 

t e l l , q u i t e a large amount of d o l l a r s i n the system, I 

be l i e v e t h a t the — maybe the Ongard system i t s e l f w i l l 

h elp w i t h the compliance, since there's going t o be more 

cross-checking a v a i l a b l e w i t h t h a t system. 

Q. Well, I can — I have no problem w i t h people t h a t 

are making g o o d - f a i t h e f f o r t s . I t h i n k there's a l o t of 

people t h a t have stopped making g o o d - f a i t h e f f o r t s many 

years ago, and i t ' s those people I t h i n k we need t o somehow 

be able t o f o r c e t o comply. 

I have f u r t h e r — 

A. Just don't know where t o draw the l i n e . 
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COMMISSIONER CARLSON: That's a l l . 

CHAIRMAN LEMAY: B i l l ? 

COMMISSIONER WEISS: I have no questions. 

CHAIRMAN LEMAY: I've got a couple. 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. Would the s h u t - i n o p t i o n be a very severe 

penalty? 

A. Yes, t h a t would — I would t h i n k t h a t would be 

more i n c e n t i v e t o get your data i n on time and c o r r e c t l y . 

Q. So your comment on not recommending any 

p e n a l t i e s , do you want t o withdraw t h a t and say we 

already — 

A. No, we're — I don't t h i n k t h a t we're going t o 

get p e n a l t i e s . We're working hard t o work w i t h you. 

Q. But my key question, and one t h a t I want you t o 

t h i n k about — you know, maybe you can't answer — but what 

can the State do, Ms. K l e i n , t o encourage Yates and other 

operators t o go t o the EDI format? 

A. I f the State would f u r n i s h a t r a n s l a t o r where we 

d i d not have t o go out and spend money on one — 

Q. That would — what you — 

A. And of course we would r a t h e r have one on our 

AS/400 system, but I r e a l i z e the State can't f u r n i s h a 

t r a n s l a t o r f o r each system. But even i f they would f u r n i s h 
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a t r a n s l a t o r f o r us t o download our AS/400 data t o a PC and 

then t r a n s l a t e i t t o the EDI format, we probably would go 

f o r i t . 

I t j u s t depends on the a c t u a l costs associated 

w i t h the EDI transmissions i t s e l f a t t h a t p o i n t . 

Q. I t h i n k the costs t h a t I've seen, u l t i m a t e l y i t ' s 

going t o be a cheaper way f o r both the operators t o 

t r a n s m i t data and the OCD t o r e c e i v e , or the State Land 

O f f i c e or the Tax and Revenue t o receive i t . 

I understand you — Also are you responsible f o r 

the operations i n Wyoming and other s t a t e s t h a t Yates 

Petroleum operates in? 

A. Those are not as computerized as the New Mexico. 

Q. Are you f a m i l i a r w i t h any of the e f f o r t s t h a t are 

going on w i t h other s t a t e s i n u l t i m a t e l y going t o the EDI 

format? 

A. No, I'm not r e a l l y f a m i l i a r w i t h them. 

Q. I n the event t h a t a l l s t a t e s u l t i m a t e l y would be 

making a commitment, a l l s t a t e agencies, t o go t o the EDI 

format, would t h a t change Yates's o v e r a l l p l a n i n how they 

would submit data t o New Mexico, since we may be the f i r s t 

but other s t a t e s would f o l l o w ? 

A. I t p o s s i b l y could, and t h a t depends on, you know, 

the p r i c e of o i l and gas. Right now t h a t ' s not so gr e a t , 

so t h a t ' s a b i g f a c t o r . 
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But i f we had more uses of an EDI t r a n s l a t o r or, 

you know, more reasons t o purchase one, then we probably 

would be a l o t more r e c e p t i v e . 

Q. Would the p o s s i b i l i t y or p r o b a b i l i t y t h a t other 

s t a t e s , as I mentioned, would be going t o t h a t format i n 

the f u t u r e be a co n s i d e r a t i o n i n the decisions you make? 

A. I t w i l l always be a c o n s i d e r a t i o n , or — What d i d 

you ask me? 

Q. A co n s i d e r a t i o n on your d e c i s i o n on how you — 

A. Yes. 

Q. — r e p o r t data t o New Mexico? 

A. I would say i t could be a c o n s i d e r a t i o n . 

Q. Has Ed Mar t i n t a l k e d w i t h you a l l about working 

w i t h you i n t r y i n g t o go the EDI route? 

A. Yes. 

Q. W i l l you continue t o t a l k t o him on t r a n s l a t o r s 

and other things? 

A. I f they w i l l t a l k t o me about t h i s other o p t i o n . 

Q. Well, are you f a m i l i a r w i t h a l l the other 

companies t h a t have committed t h a t are smaller than Yates, 

have committed t o submit t h e i r data, EDI format? 

A. To the EDI? 

Q. A l l the major o i l companies, many of which have 

le s s p r o d u c t i o n than Yates? 

A. Am I f a m i l i a r w i t h them? 
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Q. Yeah. 

A. No. 

Q. Do you know who made those decisions already? 

A. No. 

CHAIRMAN LEMAY: Okay. Commissioner Weiss, do 

you have any questions? 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. Yeah. I don't understand what the d i f f e r e n c e i s 

i n w r i t i n g a t r a n s l a t o r f o r a magnetic tape and w r i t i n g a 

t r a n s l a t o r f o r a computer. You can do the magnetic tape 

one, r i g h t ? 

A. Yes. That does not i n v o l v e t r a n s l a t i o n , because 

the EDI standard r e q u i r e s — i t r e q u i r e s beginning 

characters — A l l of the data has t o be t r a n s l a t e d t o a 

standard format. 

Q. Well, i f you give them a tape, doesn't t h a t have 

t o be i n the same format? 

A. No, i t ' s j u s t got t o be i n the — you t e l l — I t 

may have t o be i n the same p h y s i c a l format, but the data 

format i s not the same a t a l l . I t ' s not a t r a n s l a t i o n l i k e 

the EDI i s . 

MR. STOVALL: That's i f i t ' s non-EDI tape, r i g h t ? 

THE WITNESS: Right. 

COMMISSIONER WEISS: I have no other questions. 
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I don't understand much about i t . That's a l l . 

CHAIRMAN LEMAY: You're not alone. 

MR. STOVALL: I have two I ' d l i k e t o f o l l o w up 

w i t h . 

EXAMINATION 

BY MR. STOVALL: 

Q. Number, one, i n coming up w i t h these costs have 

you had any discussions w i t h other operators about somehow 

shar i n g software development costs so t h a t these costs 

could be spread? 

And I don't know what the p r a c t i c a l i t i e s of t h a t 

are as f a r as data processing. I j u s t want t o know i f 

you've had discussions. 

A. No, not t o a large extent. I have discussed w i t h 

some of the people t h a t I'm here w i t h today. 

Q. Okay. Second question would be, i s — Assuming, 

of course, management permission, would you be w i l l i n g t o 

work w i t h t he Commission and the D i v i s i o n on developing 

some s o r t of — given the concerns we've expressed w i t h 

respect t o a penalty, t o make sure t h a t as long as Yates i s 

doing a good — working i n good f a i t h as they have, t h a t we 

come up w i t h a system t h a t accomplishes our o b j e c t i v e s 

w i t h o u t p e n a l i z i n g Yates and other companies t h a t are — 

r e a l l y make an e f f o r t t o do the job? 

A. Would I — would we — 
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Q. Would you be w i l l i n g t o p a r t i c i p a t e , given 

management approval, t o p r o t e c t Yates's i n t e r e s t s ? 

A. Sure. 

MR. STOVALL: Okay. 

CHAIRMAN LEMAY: Are there any other questions of 

the witness? 

Thank you, Ms. K l e i n . You may be excused. 

MR. CARR: At t h i s time I c a l l Camille Waller. 

CAMILLE WALLER. 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn upon 

her oath, was examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your f u l l name and place of 

residence? 

A. Yes, my f u l l name i s Camille Waller. I l i v e i n 

Roswell, New Mexico. 

Q. By whom are you employed, and i n what capacity? 

A. I'm the data processing manager f o r Harvey E. 

Yates Company. 

Q. And how long have you been employed i n t h a t 

capacity? 

A. I've been th e r e f o u r years. 

Q. Generally, what are your duties? 

A. My d u t i e s are the computer management i n both PCs 
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and the AS/400. I take care of a l l hardware and software 

a c q u i s i t i o n s , and I'm i n charge of a l l developing and 

m a i n t a i n i n g of our computer software on the AS/400. 

Q. Could you b r i e f l y summarize your educational 

background and your work experience? 

A. I have 22 years of experience i n data processing. 

I've been a programmer/analyst, served as a co n s u l t a n t and 

seven years i n management, and I went t o school a t New 

Mexico State U n i v e r s i t y . 

Q. Are you f a m i l i a r w i t h , g e n e r a l l y , what the O i l 

Conservation D i v i s i o n i s proposing i n t h i s case? 

A. Yes, I am. 

Q. And are you f a m i l i a r w i t h Heyco*s e f f o r t s t o f i l e 

data i n accordance w i t h OCD r u l e s and also t o comply w i t h 

the Ongard system? 

A. Yes. 

Q. Are you also f a m i l i a r w i t h the order r e c e n t l y 

entered i n t h i s case? 

A. Yes, s i r . 

Q. And are you prepared t o make some general 

recommendations t o the Commission concerning f i l i n g of 

forms C - l l l , C-112 and C-115? 

A. Yes, s i r . 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 
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CHAIRMAN LEMAY: Her q u a l i f i c a t i o n s are 

acceptable. 

Q. (By Mr. Carr) Would you b r i e f l y s t a t e what Heyco 

seeks i n t h i s case? 

A. We would l i k e t o support the testimony of Yates 

Petroleum t h a t was given a t the l a s t session on the f i l i n g 

dates. 

We would also l i k e t o express our concerns about 

f i l i n g on the new forms when we f e e l l i k e t h a t the State 

may not be ready t o accept t h i s . 

And we're also very concerned about the 

p e n a l t i e s . 

Q. Under Ongard, when are you supposed t o f i l e C-115 

informa t i o n ? 

A. I t ' s my understanding t h a t January's i s due March 

31st, and then under the temporary r u l e s t h a t February's i s 

supposed t o be due A p r i l 15th. 

Q. W i l l Heyco be able t o meet these f i l i n g dates? 

A. I'm very concerned t h a t we're not. 

Q. And why not? 

A. We're having d i f f i c u l t y i n r e c e i v i n g some of our 

numbers as f a r as our p o i n t of d i s p o s i t i o n s , our pr o p e r t y 

numbers and our pool codes. And we had been t r y i n g t o get 

them over the telephone, and we were t o l d Tuesday of t h i s 

week t h a t they would be no longer a v a i l a b l e over the phone, 
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we would have to submit forms, which — these are wells 

th a t were i n operation when Ongard was started. 

Q. Why i s t h i s PDO number so important? Or, I'm 

sorry, POD? 

A. POD. I t ' s a c o l l e c t i o n point number t h a t we have 

to have f o r each disposition, gas, water and o i l , and the 

State i s requi r i n g us to have that as well as the property 

numbers and the pool numbers. 

Q. I n your e f f o r t s t o report data under Ongard, are 

you of the opinion that you w i l l be able t o report accurate 

information f o r Heyco? 

A. Well, one thing I have been concerned about, we 

were sent — A l l operators were sent an extensive l i s t of 

the wells, as the OCD database presented at tha t time, and 

we were supposed to make corrections and send those back on 

December 1st. 

And we complied with t h a t , and we were under the 

impression that we would get l i s t i n g s back showing tha t 

these corrections had been made. And as — To t h i s day, we 

have not received any of t h i s information. And I'm 

concerned tha t the database — i f i t hasn't i n f a c t been 

corrected f o r the changes that we made. 

Q. Could t h i s i n fact r e s u l t i n information being 

i n c o r r e c t l y either reported or — 

A. Yes, because there was a large percentage of 
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e r r o r s . And I v i s i t e d w i t h other operators i n our area, 

and we weren't the only ones t h a t had a l a r g e percentage of 

e r r o r s on t h e i r p r i n t o u t s . 

Q. Have you experienced any other problems i n your 

e f f o r t s t o implement your system i n accordance w i t h Ongard? 

A. Well, one t h i n g t h a t my company has been 

concerned about i s , when we went — We attended a l l of the 

Ongard sessions i n Albuquerque, and I attended the EDI 

session. And we were under the impression t h a t we would 

not have t o do hardcopy f i l i n g , t h a t we would go d i r e c t l y 

t o EDI. 

And we were also under the impression t h a t we 

would get a PC program t h a t would have an import 

c a p a b i l i t y . And we also understood t h a t i n t h i s PC 

program, t h a t t h e r e would be a t r a n s l a t o r , which you have 

heard a l o t of t a l k about. This t r a n s l a t o r i s b i g bucks t o 

us. And $3000 i s f o r a PC, and our system i s not as b i g as 

Yates Petroleum, and i t would be $10,000 f o r ours. 

So one t h i n g t h a t we had asked f o r , and we had 

been s a i d t h a t we would get t h a t , i s t h a t they would g i v e 

us t h e format t h a t we could put our i n f o r m a t i o n i n and 

download i t t o the PC. Then the t r a n s l a t o r program would 

be inc l u d e d i n t h i s f r e e PC program, and we could t r a n s l a t e 

i t and send i t . And t h a t was one o p t i o n t h a t we were r e a l 

i n t e r e s t e d i n , because t h a t cut our d o l l a r s d r a m a t i c a l l y . 
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As f a r as the magnetic tape t h a t Susan has been 

t a l k i n g about, we would s t i l l have t o have a t r a n s l a t o r 

program i f you r e q u i r e d us t o have i t i n the EDI format. 

So t h a t ' s one t h i n g . 

And we have never received any i n f o r m a t i o n on the 

PC, and I was t o l d i n December t h a t t h i s was not going t o 

be a p o s s i b i l i t y , t o have t h i s import c a p a b i l i t y . And so 

t h a t ' s why February 1st I became panicked and I wrote 

programs t o do a hard copy, which I had f u l l y been t o l d 

t h a t we would not have t o do t h a t . 

Q. B a s i c a l l y , what i s Heyco recommending here today? 

A. Well, I — We're recommending t h a t t he State 

r e a l l y look c l o s e l y a t maybe t r y i n g t o get t h e i r database 

as c o r r e c t as we can before we implement t h i s . 

We d e f i n i t e l y would l i k e t o see the p e n a l t i e s f o r 

l a t e f i l i n g not be put before you r i g h t now. 

And we'd also l i k e t o see t h a t maybe the f i l i n g 

deadlines might be moved back even f a r t h e r than they are 

f o r t he March 31, given t h a t we're having t r o u b l e g e t t i n g 

our numbers. 

Q. Anything f u r t h e r t o add t o your testimony? 

A. No, s i r . 

MR. CARR: That's a l l I have on d i r e c t of t h i s 

witness. 

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

MR. STOVALL: One quick question. 

EXAMINATION 

BY MR. STOVALL: 

Q. With respect t o your immediate problem, are you 

aware t h a t you can w r i t e a l e t t e r t o the D i v i s i o n , and 

because of the data problems you would be granted an 

extension f o r Heyco? 

A. The l a s t t h i n g t h a t we received was the blanket, 

March 31st. Now, u n t i l today, I was not aware t h a t we 

could — 

Q. Okay. 

A. — have a f u r t h e r extension. 

Q. I'm a f r a i d t h a t — I t was i n the memo, but i f you 

would do t h a t — I mean, I ' l l j u s t s t a t e the D i v i s i o n ' s 

p o s i t i o n : I f you w i l l do t h a t and w e ' l l address i t , and 

say t h a t t o a l l the other operators here, and please 

communicate t h a t . We recognize t h a t ' s a problem, and 

t h a t ' s not r e a l l y what t h i s hearing i s about. So — 

A. Right. 

Q. So i f y o u ' l l submit a l e t t e r and l e t us know, 

b e l i e v e me, we know t h a t we're behind, so w e ' l l deal w i t h 

t h a t on an i n d i v i d u a l basis. 

Have you been i n communication w i t h Mr. M a r t i n or 

anybody from the D i v i s i o n w i t h respect t o the — 
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A. We know each other q u i t e w e l l . 

Q. I've worked w i t h him, he's — Yeah. 

A. I know several of the people, and a l l t h a t . 

Q. Now, recognizing a l o t of these are t r a n s i t i o n a l 

problems, and we accept t h a t , and probably t h i s hearing 

i s n ' t t h e place — I s the 15th deadline, the deadline t h a t 

we're t a l k i n g about now, i s t h a t an acceptable deadline t o 

you, the 45 days a f t e r the month? 

A. Yes, i f we had our POD number — of we had — 

Q. Once we're up and running? 

A. Once we're up and running, I agree, t h a t ' s very, 

very p r a c t i c a l . 

MR. STOVALL: Okay, t h a t ' s a l l I have. 

CHAIRMAN LEMAY: Mr. Carlson? 

COMMISSIONER CARLSON: No questions. 

CHAIRMAN LEMAY: Mr. Weiss? 

COMMISSIONER WEISS: No questions. 

CHAIRMAN LEMAY: I've got one I ' d l i k e t o ask you 

a l l . 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. What can we do t o encourage an EDI format? I s 

t h a t — 

A. You can — 

Q. — t r a n s l a t o r ? 
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A. — get us an import c a p a b i l i t y on the PC 

program — 

Q. So — 

A. — w i t h the t r a n s l a t o r . 

Q. — you need a t r a n s l a t o r also? 

A. Yes. Y o u ' l l f i n d most of us smaller operators, 

t h a t ' s what we need. Because we — I t ' s too expensive f o r 

you t o go out and spend $10,000 f o r a t r a n s l a t o r , r i g h t now 

w i t h the p r i c e of o i l . 

Q. I s the r e a generic t r a n s l a t o r t h a t — I mean, I 

j u s t — 

A. Well, I was under the impression t h a t the PC 

program t h a t we were supposed t o receive f o r e i t h e r — t h a t 

was going t o be included i n t h a t . 

But we would l i k e t o see the import c a p a b i l i t i e s 

so t h a t we could download our f i l e s and j u s t run i t through 

t h a t when we had i t i n the r i g h t f i l e format. And we were 

under the impression from September on — I've t a l k e d w i t h 

these men a number of times, and we were going t o get t o 

have t h a t , u n t i l December, and then i t a l l f e l l through. 

So t h a t ' s when — And February, when I could see 

t h a t EDI was not going t o happen f o r us, when I even asked 

t o be a beta s i t e , I decided t o go w i t h hard copy because 

of t h a t . So... 

Q. But the EDI i s an o p t i o n i n the f u t u r e i f you can 
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do i t economically; i s t h a t — 

A. Absol u t e l y , i f we can get a t r a n s l a t o r program 

t h a t i s f r e e of charge. 

CHAIRMAN LEMAY: Thank you, Ms. Waller. 

MR. STOVALL: Let me c a l l — One l a s t one. 

FURTHER EXAMINATION 

BY MR. STOVALL: 

Q. What about — have we f i g u r e d out — Again, I 

ought t o ask the Yates witness i f we've f i g u r e d out a way 

t o spread t h a t cost over several companies i f we were 

unable t o do i t through the D i v i s i o n ? Would t h a t be of 

i n t e r e s t ? 

A. Well, I j u s t f e e l l i k e t h a t the State i s 

r e q u i r i n g — would l i k e us t o do t h a t , and i t ' s supposed t o 

be saving you personnel time. 

I f e e l l i k e the State can come back i n the PC 

program and give us the t o o l s t o do t h i s , because there's 

been t h i s comment how much cheaper i t ' s going t o be f o r the 

companies t o r e p o r t EDI. Well, I don't see how Federal 

Express i n comparison t o EDI charges i s cheaper. I haven't 

been able t o f i g u r e t h a t out, so... 

MR. STOVALL: Okay. 

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

Thank you, Ms. Waller. 

THE WITNESS: Uh-huh. 
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CHAIRMAN LEMAY: The witness may be excused. 

Mr. Carr? 

MR. CARR: May i t please the Commission, a t t h i s 

time I would c a l l Cathy Seely. 

CATHY SEELY. 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn upon 

her oath, was examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your name and place of residence? 

A. Cathy Seely, Roswell, New Mexico. 

Q. By whom are you employed? 

A. Sie t e O i l and Gas Corporation. 

Q. And what i s your j o b w i t h Siete? 

A. I'm a r e g u l a t o r y s p e c i a l i s t . 

Q. How long have you been employed i n t h a t capacity? 

A. Six years. 

Q. And g e n e r a l l y what are your duties? 

A. I prepare and f i l e the app r o p r i a t e documents t h a t 

i s r e q u i r e d t o comply w i t h the s t a t e and f e d e r a l 

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

Q. Could you b r i e f l y summarize your educational 

background and work experience? 

A. I attended Kansas State U n i v e r s i t y . I graduated 

from Chanute High School, and I have s i x years of o i l and 
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gas experience. 

Q. Are you f a m i l i a r w i t h the e f f o r t s made by Siete 

t o t i m e l y f i l e data i n accordance w i t h OCD r e g u l a t i o n s and 

i n compliance w i t h the Ongard program? 

A. Yes, I'm responsible f o r t h a t . 

Q. And you're f a m i l i a r w i t h the order r e c e n t l y 

entered i n t h i s case? 

A. Generally, yes. 

Q. And are you prepared t o make some general 

recommendations t o the Commission concerning the f i l i n g of 

c e r t a i n data w i t h the O i l Conservation D i v i s i o n ? 

A. Yes, I am. 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

CHAIRMAN LEMAY: Her q u a l i f i c a t i o n s are 

acceptable. 

Q. (By Mr. Carr) Ms. Seely, what does Si e t e seek by 

appearing here i n t h i s case? 

A. Well, f i r s t of a l l , we concur w i t h p r e s e n t a t i o n s 

t h a t Heyco and Yates Petroleum have already presented t o 

the Board. 

We would again l i k e t o emphasize t h a t we would 

l i k e t o be put i n t o r u l i n g t h a t the 15th of the second 

month be the f i l i n g deadline, whether i t be hard copy or 

not, f o r the f i l i n g of the C-115s. 
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And t h a t we are — Because we are having such a 

lac k of communication w i t h the OCD on i n f o r m a t i o n t h a t — 

Rea l l y p e n a l t i e s , I don't even t h i n k , should even be an 

op t i o n here, because I f e e l t h a t the operators have so f a r 

done t h e i r p a r t . The p a r t t h a t we're having problems w i t h 

r i g h t now i s the OCD doing t h e i r p a r t . So I don't f e e l 

t h a t we should be penalized, because so f a r we are a t the 

p o i n t where we cannot do any more. 

Q. Very b r i e f l y , why i s the — any date p r i o r t o the 

15th day of the second month a hardship or a d i f f i c u l t date 

f o r S i e t e t o meet? 

A. Presently, our t r a n s p o r t e r statements are not 

coming t o us i n a t i m e l y manner or fash i o n . We are u s u a l l y 

having t o c a l l the t r a n s p o r t e r s and purchasers and have 

them fax them t o us. They're not g e t t i n g t o us a t a l l . 

The C-120s no longer w i l l be necessary. We'll go 

on the C-115, as I understand i t . And i n order t o comply 

w i t h t h a t we need t o have i t i n t h e r e on the 15th. 

The OCD i s r e q u i r i n g a l o t more i n f o r m a t i o n on 

the C-115, a l o t more data i n p u t t h a t we have t o i n p u t . I n 

order t o comply w i t h t h a t , i t ' s going t o take us more time 

i n p u t t i n g data. And l i k e I sa i d , we don't r e c e i v e i n a 

t i m e l y manner now. 

So by asking f o r a d d i t i o n a l data, we need t h a t 

e x t r a time i n order t o get you accurate r e p o r t s so we don't 
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have t o go back i n t o amendments. 

Q. A f t e r we get past the t r a n s i t i o n a l phase and i f 

we can get the kin k s out of the system, would a — the 

date, the 15th day of the second month, be a s a t i s f a c t o r y 

or a reasonable r e p o r t i n g date, i n your opinion? 

A. Yes. 

Q. I s Siete also having t r o u b l e complying w i t h 

c u r r e n t deadlines t o get i n f o r m a t i o n t o the State i n 

compliance w i t h the Ongard system? 

A. Yes, we have sent back our documentations t h a t we 

have received from t h e i r database. We also had e r r o r s on 

every p r o p e r t y t h a t we received. 

We d i d have API numbers t h a t were wrong, t h e r e 

was a problem t h e r e . The OCD assigns temporary API numbers 

sometimes on p r o p e r t i e s . What we have found i s t h a t i n 

t h e i r database they s t i l l have those temporary numbers on 

some of the p r o p e r t i e s t h e r e , instead of having the 

permanent numbers. 

Our c o l l e c t i o n p o i n t s t h a t they sent t o us were 

incomplete. Where the p r o p e r t i e s were lo c a t e d were 

incomplete, i n c o r r e c t . We had t o break up a l o t of 

p r o p e r t i e s . They had some of our leases completely wrong. 

Right now, I have i n p u t t e d and I've got a l l the 

data t h a t i s c o r r e c t , p o s s i b l y , but I am l a t e on about 50 

percent of my data from the D i s t r i c t ' s o f f i c e . And I have 
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spoke w i t h them on Tuesday, and I'm not expecting them — 

t o r e c e i v e any more i n f o r m a t i o n from them f o r a t l e a s t 

another week. And of course January, as we a l l know, i s 

due the end of t h i s month, and February s h o r t l y t h e r e a f t e r . 

My programmers — We do not have the advantage of 

having programmers a t our company; we have t o c o n t r a c t them 

out. Because Ongard was p r e t t y much handed t o the 

operators a t the l a s t minute and the kin k s were not y e t 

debugged, our programmers are working b l i n d , t r y i n g t o work 

w i t h the OCD and comply w i t h the new Ongard system i n order 

t o get up and running f o r the t r a n s i t i o n . And r i g h t now, 

they have not g o t t e n t o t h a t p o i n t . A f t e r speaking t o them 

day before yesterday, they don't f e e l l i k e they w i l l be 

prepared f o r the Ongard by the end of January. 

Q. Are you going t o need t o request an extension of 

the March 31st date f o r Siete? 

A. I f the O i l Conservation D i v i s i o n f e e l s t h a t they 

would want t o use the Ongard system f o r January, 1994, 

r e p o r t s , we w i l l d e f i n i t e l y need an extension under the 

Ongard system, unless we go back t o the o l d format, u n t i l 

t he OCD has ironed out t h e i r k i n k s and got a l l the 

i n f o r m a t i o n t o us t h a t we need i n order t o f i l e these 

documentations the way t h a t OCD has r e q u i r e d and asked us 

t o do. So... 

Q. Do you have anything f u r t h e r t o add t o your 
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testimony? 

A. I would want t o address a question t h a t I would 

l i k e them t o keep i n mind on — The Ongard i s i n e f f e c t 

January, 1994. I am not y e t f a m i l i a r w i t h what the OCD i s 

going t o do about amended r e p o r t s p r i o r t o January, 1994, 

what format t h a t w i l l be, what i t w i l l be put on the 

operator. I have never heard t h a t t o be addressed. 

And r i g h t now, as the other companies, we have 

put a l o t of money i n t o t h i s . Well, l i k e I s a i d , we do not 

have our own programmers. But I'm sure our cost i s p r e t t y 

comparable t o what t h e i r s i s . And w i t h the p r i c e of o i l , 

as we a l l know, as i t i s , w i t h the EDI I suspect t h a t we 

cannot a f f o r d r i g h t now t o spend much more than what we 

already have. 

MR. CARR: That concludes my d i r e c t examination 

of t h i s witness. 

CHAIRMAN LEMAY: Thank you, Mr. Carr. 

Questions of the witness? 

Gary? 

EXAMINATION 

BY COMMISSIONER CARLSON: 

Q. Do you know what p e n a l t i e s the f e d e r a l government 

imposes f o r i n c o r r e c t f i l e r s or l a t e f i l e r s ? 

A. To the MMS? I s t h a t what you're t a l k i n g about? 

Q. MMS or BLM — 
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A. Federal? 

Q. — yeah. 

A. I t ' s $10 per production l i n e . 

Q. Per l i n e on the report? 

A. Yes, $10 per l i n e on the r e p o r t . 

Q. I s t h a t f o r anything inaccurate on t h a t ? 

A. Yes, t h a t ' s f o r , you know, i f you have a typo 

e r r o r , yeah, i f — f o r any i n c o r r e c t — I f t h e number i s 

wrong, then i t ' s $10 per l i n e . 

Q. What about f o r l a t e f i l e r s ? Do you know what 

t h e i r p e n a l t i e s are? 

A. $10 per l i n e . I f you have 15 p r o p e r t i e s and 

the r e are f i v e p r o p e r t i e s on each, t h a t ' s $10, probably, 

per p r o p e r t y . 

Q. I f you submitted a day la t e ? 

A. Yes, a day l a t e , yes. 

COMMISSIONER CARLSON: That's a l l I have. Thank 

you. 

CHAIRMAN LEMAY: Commissioner Weiss? 

COMMISSIONER WEISS: No questions. 

CHAIRMAN LEMAY: I have one. 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. I s i t your testimony t h a t f i n e s and p e n a l t i e s are 

unreasonable and u n f a i r f o r OCD mistakes? 
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A. Due t o the OCD mistakes? 

Q. I would tend t o agree w i t h you. 

A. Yes. 

Q. I wanted t o get t h a t i n the record. I thought 

you were saying t h a t b a s i c a l l y we're making a l o t of 

mistakes and our data i s not c o r r e c t , and i t wouldn't be 

f a i r t o f i n e you because of a l l the e r r o r s we've found i n 

our database. 

A. Yes, t h a t would be — You know, t h e r e are a l o t 

of e r r o r s i n the database, and I'm not f a m i l i a r w i t h what 

a l l — the personnel w i t h the D i s t r i c t O f f i c e . But i t 

has — i t ' s obvious t o me t h a t they do not have enough 

time. They're s t i l l working out the kin k s of t h i s Ongard 

w h i l e , a t the same time, the OCD i s r e q u i r i n g us t o f i l e 

Ongard. 

I b e l i e v e t h a t t h i s should have been handled 

before i t was ever introduced t o the operators. These 

k i n k s should have already been gone through, t h e database 

a t the OCD should have been completely c o r r e c t and then 

introduced i t t o the operators who sa i d , Okay, now we've 

got e v e r y t h i n g working; e f f e c t i v e such-and-such day, we 

w i l l r e q u i r e t h a t you f i l e under t h i s new system. 

But r i g h t now, we're k i n d of — We're r e q u i r e d t o 

f i l e under Ongard w h i l e you s t i l l haven't worked a t Ongard. 

And so i t k i n d of r e a l l y i s a headache f o r us. 
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And l i k e January, 1994, even — you know, 

extending the deadline t o A p r i l 3 0th, the t h i n g t h a t — 

where i t a f f e c t s me i s t h a t you're extending January; w e l l , 

t h a t means you're extending February and March. Well, I 

have people I have t o answer t o i n the pr o d u c t i o n and 

sales, we have revenue, you know, we have t o get these 

numbers out. 

And even though i t ' s — Under the Ongard system 

you're j u s t p u t t i n g o f f months t o where a l l of a sudden 

f i v e months of f i l i n g are going t o be r e q u i r e d w i t h i n t h r e e 

weeks' time, i t seems l i k e , and we're t o get you a l l up t o 

date, because D w i g h t ' s i s going t o be the i n f o r m a t i o n PI — 

You know, we can get the production and sales i n f o r m a t i o n 

t o you, but we might not be able t o get i t under t h e format 

t h a t you would l i k e i t t o be under. 

And I would t h i n k t h a t would be the most 

important i n f o r m a t i o n , i s — What you're wanting i s the 

i n f o r m a t i o n t h a t the w e l l has, not so much the PODs, p o i n t 

of d i s p o s i t i o n s , your 0 - g r i d number, your p r o p e r t y number. 

But what's important i s what comes out of the ground, the 

p r o d u c t i o n and the sales. 

And I would t h i n k t h a t , you know, u n t i l you get 

your Ongard up and working and your d i s t r i c t o f f i c e has 

t h e i r database, I j u s t don't see how you're going t o be 

able t o r e q u i r e the operator t o r e p o r t under the Ongard 
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system. I j u s t don't see t h a t i t ' s going t o happen. 

Q. We have t o get our shop i n order before we 

r e q u i r e you t o — 

A. Yes, I be l i e v e t h a t would be ni c e . 

CHAIRMAN LEMAY: Thank you. 

A d d i t i o n a l questions of the witness? 

I f not, you may be excused. Thank you. 

MR. CARR: We have nothing f u r t h e r f o r the 

Independent Petroleum Association. 

(Off the record) 

CHAIRMAN LEMAY: Mr. St o v a l l ? 

MR. STOVALL: I ' d l i k e t o address one comment, 

because I t h i n k i t ' s a v a l i d concern on the p a r t of the 

operators, and I t h i n k i t ' s k i n d of a Catch-22, and I — 

Dave would probably confirm t h i s . 

I understand what the l a s t witness was j u s t 

saying about, you know, the production data i s r e a l l y the 

important t h i n g . The problem i s , a l l those other numbers 

t h a t we haven't g o t t e n back t o them are the method by which 

t h a t p r o d u c t i o n number becomes accessible. That i s , i t 

goes i n and i t comes out by t h a t way. 

So I recognize t h a t ' s a problem, and — I t h i n k 

t h a t ' s an a d m i n i s t r a t i o n problem t h a t has t o be d e a l t w i t h . 

But I t h i n k i n terms of changing the r e p o r t i n g system — 

and Dave, confirm i f I'm not r i g h t — but a t t h i s p o i n t 
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i t ' s necessary t o go forward and say, s t a r t i n g January, 

1994, i t ' s got t o be i n an Ongard format. 

And u n f o r t u n a t e l y , because of problems which are 

no f a u l t of the operator's, we're j u s t not going t o get i t 

i n i n time. 

But i f we get i t i n i n any other format, i t ' s not 

usable or r e t r i e v a b l e . So I t h i n k i t ' s j u s t a — I s t h a t 

c o r r e c t , Dave? I s t h a t a — 

MR. NELSON: Yes. 

MR. STOVALL: So t h i s POD problem and p r o p e r t y -

number problem and a l l those data-conversion items are j u s t 

something t h a t , yeah, i n an i d e a l world I guess i t would 

have been ni c e i f i t had a l l been done before we got t o the 

system. 

But I t h i n k we're k i n d of locked i n a t t h i s p o i n t 

of saying t h i s i s the format, because otherwise we've j u s t 

got boxes of paper, and — 

COMMISSIONER WEISS: Well, why i s January 1st 

cast i n concrete? Let's make i t January 1st next year. 

MR. STOVALL: Well, l e t me ask Dave, because he's 

the DP guy. 

Have we got a place where we could put 

i n f o r m a t i o n and get i t out a t t h i s p o int? Have we shut 

down the — I s the o l d system a v a i l a b l e ? And what burdens 

would t h a t put on an operator t o , say, Go back and do t h a t 
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data i n the o l d system now, now t h a t you've done h a l f your 

programming. I t h i n k t h a t ' s — That's k i n d of a 

f r i g h t e n i n g prospect, I would guess. 

MS. WALLER: Mr. S t o v a l l , We kept our o l d — 

MR. STOVALL: You kept your o l d , j u s t i n case? 

Okay. 

MS. SEELY: Just i n case you change i t again. 

CHAIRMAN LEMAY: Yeah, they've worked w i t h the 

government before. 

MR. STOVALL: And I'm speaking k i n d of from the 

out s i d e . I mean, I'm j u s t , you know, t a l k i n g about — I 

haven't been c l o s e l y involved w i t h the p r o j e c t f o r a couple 

of months. 

CHAIRMAN LEMAY: Let the record show t h a t your 

previous question was answered by Dave i n the a f f i r m a t i v e 

when he nodded h i s head. 

MR. STOVALL: Yeah. 

I t h i n k i t ' s a problem, and how t o get t h e data 

i s — a t t h i s p o i n t i s — That's a management problem; I 

don't t h i n k t h a t ' s a Commission problem, q u i t e f r a n k l y . I 

don't t h i n k the Commission i s i n a — We'd have t o c a l l i n 

the c o n t r a c t o r and everybody else t o review t h a t i f i t were 

going t o be decided by the Commission. 

CHAIRMAN LEMAY: I s i t l e g a l l y p o s s i b l e f o r the 

Commission t o f i n e the D i v i s i o n f o r — l a t e g e t t i n g 
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i n f o r m a t i o n out? 

MR. STOVALL: What would you do w i t h t h e money i f 

you got i t ? 

CHAIRMAN LEMAY: Having been i n v o l v e d w i t h both 

e n t i t i e s , I can assure you t h a t we've been a t f a u l t here 

r e c e n t l y , and a l o t of i t i s our database, and — We are 

going t o t r y t o do the best we can. 

MR. STOVALL: Well, I t h i n k the problem — I 

t h i n k every question t h a t ' s come up from t h i s group i s a 

v a l i d problem, and i t ' s a r e a l problem. And b e l i e v e me, 

the D i v i s i o n recognizes t h a t i t ' s not the operators who 

have created the problem, but they're having t o l i v e w i t h 

i t . 

And the question now i s a management question: 

How best do you get through the t r a n s i t i o n hump? 

The r e a l issue here i s — I mean, the purpose of 

t h i s hearing — I'm glad we put the penalty language i n , 

because i t got some a t t e n t i o n , and t h a t ' s what we wanted, 

was a t t e n t i o n and operator i n p u t . I t h i n k t h a t helps. 

CHAIRMAN LEMAY: I t h i n k , Mr. S t o v a l l , the 

purpose of the hearing has changed from one of p e n a l t i e s 

and dates t o one of expressing f r u s t r a t i o n w i t h t he whole 

implementation of the system. 

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

f a i r and i t ' s a good forum t o do t h a t . 
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I ' d l i k e now t o d i r e c t the Commission's a t t e n t i o n 

back t o the very narrow purpose of t h i s — of the o r i g i n a l 

A p p l i c a t i o n , and t h a t i s , what date should operators be 

re q u i r e d t o r e p o r t by, once the conversion i s made? 

And we recognize t h a t these dates are, you know, 

j u s t marks on a calendar u n t i l such time as we have the 

t e c h n i c a l c a p a b i l i t y t o get the i n f o r m a t i o n , f o r them t o 

generate i t and f o r us t o capture i t . 

CHAIRMAN LEMAY: A l e g a l question: We have an 

order i n place r i g h t now. I n the event t h a t t h a t order — 

i t ' s an i n t e r i m order — but t h a t we continued t h a t case 

i n d e f i n i t e l y , t h a t order would s u f f i c e u n t i l such time a 

subsequent order was issued? 

MR. STOVALL: I be l i e v e — I ' d have t o go back 

and look t o make sure. I don't t h i n k we put a t e r m i n a t i o n 

date on t h a t order. 

MR. CARR: I've looked a t the order, and the 

dates stand u n t i l f u r t h e r order of the Commission, and t h a t 

order could stand i n d e f i n i t e l y . 

MR. STOVALL: And the reason I would recommend 

t h a t as opposed t o changing the r u l e a t t h i s time i s , 

there's some a d d i t i o n a l b ureaucratic processes t h a t have t o 

go through t o a c t u a l l y change the r u l e back. And I'm 

concerned t h a t we're operating i n a l i t t l e b i t of a 

knowledge vacuum i n terms of how i t ' s r e a l l y going t o work, 
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and I t h i n k i f we can accomplish the r e s u l t now, by l e t t i n g 

t h a t order stand — you know, f o r whatever good my word i s 

at t h i s p o i n t i n the game, I would say t h a t — and I t h i n k 

the D i v i s i o n would probably say — t h a t t h e r e would be no 

e f f o r t t o shorten those dates. 

I t h i n k we've got enough testimony t o say t h a t 

the 15th of the second month f o l l o w i n g i s a good date. 

We've r a i s e d the question of whether or not t h e r e ought t o 

be s o r t of an i n c e n t i v e date f o r hard copy versus 

e l e c t r o n i c . 

CHAIRMAN LEMAY: But t h a t can be covered i n the 

f u t u r e . 

MR. STOVALL: That could be covered l a t e r on. I t 

should not be addressed i n t h i s hearing as a r e s u l t of what 

i n f o r m a t i o n you've got today. 

CHAIRMAN LEMAY: Okay. 

MR. STOVALL: And I t h i n k i f you l e f t the i n t e r i m 

order i n place and — I would say continue t h i s f o r s i x 

months, j u s t because i t ' s easier t o have i t on a docket 

r a t h e r than t o j u s t l e t i t f l o a t out t h e r e i n never-never 

land, and then address i t again a t t h a t time and see where 

the p r o j e c t i s and where the operators are and what the 

D i v i s i o n has done t o address a l l of the concerns, i n c l u d i n g 

the software concern t h a t was r a i s e d . 

I t h i n k there were some problems w i t h t he 
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D i v i s i o n r e p r e s e n t i n g and saying t h a t we're going t o t r y t o 

develop some PC software t o l e t you r e p o r t , and what a l l 

d i d we say, and what d i d they understand, and — They're 

a l l r e a l concerns. 

CHAIRMAN LEMAY: We understand. 

MR. STOVALL: I t h i n k we need t o — I recommend 

t h a t we leave — a t t h i s time continue the case f o r s i x 

months, leave the i n t e r i m order standing, and a t t h a t time 

come back and take a look because w e ' l l have a p r e t t y good 

idea where we are. 

CHAIRMAN LEMAY: Do you a l l want t o do th a t ? 

(Off the record) 

CHAIRMAN LEMAY: Okay, w e ' l l r u l e from the bench 

on t h i s one. 

The case w i l l be continued f o r s i x months w i t h 

the i n t e r i m order i n e f f e c t , and a t t h a t time w e ' l l review 

i t . And who knows? We may continue i t a d d i t i o n a l time. 

But h o p e f u l l y not, w e ' l l have something i n place by then. 

MR. STOVALL: One l a s t t h i n g t o address, j u s t f o r 

the concern, I t h i n k , a t the moment I would encourage 

everybody i n t h i s room who 1s got a problem t o send i n a 

l e t t e r as soon as you get back j u s t r e q u e s t i n g an 

extension, and again r a t h e r than j u s t issue a blanket 

extension, I t h i n k , you know, i t ' s safe t o say t h a t i f you 

haven't got i n f o r m a t i o n , you can't r e p o r t , so y o u ' l l get 
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the extension, j u s t a question of how long, and I don't 

t h i n k we know. 

CHAIRMAN LEMAY: Well, those extensions have been 

granted based on not having the a v a i l a b l e i n f o r m a t i o n t o 

f i l e , so I can t e l l you t h a t t h a t i s p r e t t y w e l l a standard 

procedure. Just send a l e t t e r i n , and w e ' l l grant an 

extension. 

MR. STOVALL: One f u r t h e r t h i n g on t h a t , and I 

t h i n k the p o i n t was brought up, the February r e p o r t would 

be due March 31st, and I t h i n k we need t o address the 

February production. 

CHAIRMAN LEMAY: Well, I t h i n k i t ' s A p r i l , but 

w e ' l l look a t t h a t . 

MR. STOVALL: Yeah. 

CHAIRMAN LEMAY: Anything else i n t h i s case? 

I t s h a l l be — i f not — 

MR. STOVALL: I have nothing. 

CHAIRMAN LEMAY: Well, we might get something 

from Mr. Carr. 

MR. CARR: The only concern we have t h a t ' s j u s t 

been expressed, i s , there's s t i l l some confusion about what 

t o do w i t h the C-120s i n the i n t e r i m . We can address t h a t 

i n t he l e t t e r when we ask the extension, otherwise, because 

i t may r e q u i r e some thought. 

That's a l l we have. Thank you. 
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CHAIRMAN LEMAY: Anything a d d i t i o n a l i n t h i s 

case? 

I f not, i t s h a l l be continued f o r s i x months w i t h 

the i n t e r i m order the Commission issued i n e f f e c t d u r i n g 

those s i x months. 

Thank you very much f o r coming and expressing, I 

guess, your t o t a l f r u s t r a t i o n . 

MR. STOVALL: I'm glad we got the people t h a t are 

a c t u a l l y doing i t down here t a l k i n g about i t . 

CHAIRMAN LEMAY: I am too, I am too. 

(Thereupon, these proceedings were concluded a t 

3:30 p.m.) 

* * * 
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