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STATE OF NEW MEXICO

ENERGY AND MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

STATE LAND OFFICE BUILDING

SANTA FE, NEW MEXICO
30 January 1985

EXAMINER HEARING

IN THE MATTER OF:

Application of Damson 0il Corpor-

ation for exemption from the New

Mexico Gas Pricing Act (NMPA).

BEFORE: Michael E. Stogner, Examiner

TRANSCRIPT OF HEARING

APPEARANCES

For the 01l Conservation Jeff Taylor

Division: Attorney at Law

CASE
8463

L.egal Counsel to the Division
State Land Office Bldg.
Santa Fe, New Mexico 87501

For the Applicant:
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MR. STOGNER: Call next Case
No. 8468, which is the application of Damson 0il Corporation
for exaemption from the New Mexico Natural Gas Pricing Act.

At the applicant’'s request,
this case will also be continued to the February 27 1985,

Examiner's Hearing.

(Hearing concluded.)
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CERTIFICATE

I, SALLY W. BOYD, C.S.R., DO HEREBY CERTIFY
that the foregoing Transcript of Hearing before the 0il Con-
servation Division was reported by me; that the said tran-
script is a full, true, and correct record of the hearing,

prepared by me to the best of my ability.

60&\'&;\ 8, %GQ\A (A2

8%%.
9. 85 .

, Examiner

Qil Conservation’Division
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICO

27 February 1985

EXAMINER HEARING

IN THE MATTER OF:

Application of Damson 0il Corporation CASE
for certain findings for an infill 8468
well in San Juan County, New Mexico.

BEFORE: Michael E. Stogner,

Examiner

TRANSCRIPT OF HEARING

APPEARANCES

For the 0il Conservation
Division:

For the Applicant:

Jeff Taylor

Attorney at Law

Legal Counsel to the Division
State Land Office Bldg.

Santa Fe, New Mexico 87501
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MR. STOGNER: Call next Case

MR. TAYLOR: The application of
Damson 01l Corporation for certain findings for on  infill
wall in 3an Juan County, New Mexico.

I believe the applicant has re-
guested this case be continued.

MR, STOGNER: Case No. 8468 will
pe  so continued to the Kxaminer's Hearing scheduled for

March 27, 1985.

(Hearing concluded.)
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CERTIFICRAMAMTE

I, SALLY W. BOYD, C.S.R., DO HEREBY CERTIFY
that the foregoing Transcript of Hearing before the 0il Con-
servation Division was reported by me; that the said tran-
script is a full, true, and correct record of the hearing,

prepared by me to the best of my ability.

e
fﬁg&&gt Qgi(gign;ﬁ (=

xs
{ do hereby certify that the foreqomg

ecord of the procs? £
a compleie ¥ hearing of Case . -C. ,ﬂ

the Examiner 19 55~
heard by me on '77/.
) i xamies
/ i i

~ ol Conservaﬂon ivision
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICO

77 March 1985

EXAMINER HEARING

IN THE MATTER QOF:
Anplication cf Damoorn 1l Corpor- CASE.
e : . . Py
ation for certain findings for an B
infill weil in San Juan County, QAEY

New Mexico.

BEFORE s M1

For the QGii
Divisian:

iy

>hael ©, Stogner, Examiner

TRANSCRIPT OF HEARING

Consarvaetion Jeff Taylor

Attorney at Law

Legal Counsel to the Divisiorn

State Land Office Bldg,
Santa Pe, New Mexico 87501

or the Applicant: Karen Aubrey

Attorney at Law

KELLAHIN & KELLAHIN

P. C. Box 2265

Santa Fe, New Mexico #7501
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MR, STOGNER: The hearing will
come Lo order.

we will call now Case RNumber

¥R. TAYOR: The appllcation of
Damson 011 Corperation for certain findings for an  infill
well in San Juan Countv, New Maxico,

MK. STOGNER: I will now call
tor appearances.

MS. AUBREY: Karen Aubrey, Kel-
lamin and ¥ellatin, rceoresanting the applicant, Damson Cil

LIPS by .
Corporation.

nAame

appearing

and Consolidated 011

ask

ancred

with

oppose
serts  any

application.

is Scott

on behalf of

A aon g
whas Cros

I have one
MR. HALL:

Hall from the

and Gas in Case 8468
No witnesses.
MR. STOGHER:

wit Central and Consolidated,

this case?

MR.

HALL: Ye

Crown Centra

operating rights in the proper

Wl

Crown Central Petroleum

tnesgs Lo be swyorn.

Mr. Examiner, av

law firm of Campbell and Rlack,

Corparation
ajone.
Mr.

Scott, may 1

how they are con-

s, Mr. Examiner.

1 is appearing %o

the application to the limited extent that Damson as-

ol

ty subiect bto th
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MR, STOGNER: Are ‘they a
wOorxing interest owner or are they objecting?

MR. HALL: They are in fact
ngerater of the property which has been farmed out to Texaco
and Getty.

MR. STOGNER: Thank you. How

about Conscolidated?

-+

MR, HA Consolidated is a

18
£

wWorking intersst ownar.

MR, STOGNER: Okay, that's suf-

Okay, any more appearances?

MR. NANCE: Mr. Examiner, my
name is John Nance. I'm appearing on behalf of El Pasac Nat-
ural Gas Company.

El Paso has & working interest
in  the well that is the zublect of Case Mumber 3463, New
Mexico ¥Federal State No, 1-E Well.

£1 Paso's working interest 1is
oeling  s0ld Intrastste, similavr ro the interest of Damson,
and El Paso supports the application for exemption.

MR, STOGHNER: Any -- any nore
ApLearances’?

A
Mk, CAERR: May Lt please  the

5

‘¥aminer, my name is William F. Carr with the law firm Camp-

1

peli and ilack, P. A., of Santa Fe.

1'w appesring on beharf cf Get-
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vy Uil Tomzany and Texaco, Inc.

I have one witness,

MR, STOGNER: OQkay, WMr. Carr,
Gevty ©il Company is ingeed the operator, is that right?

MR. CARR: Yes, that's right.
ettty s, ard hes heen, the operator of the we1l.

Gf course, GCetty hgs been tabken
over by Texacce and my witness is a former Getty employee who
is now with Texaco.

ME. STOGNER: Ckay, so the wavy

this wam adverv.sed as Crthty 01l Company {Texaco, Incorpoar-

MP., CARR: And 1 believe that's
~= the&t's sufficiant, I'm not certain what the 0-104 states
cut the well has been operated by Getty, was c¢rilled by let-
ty, and the records that have been reviewsd are Getty re-
cords but they are now in the possession of Texacwn,

MR, STOGNER: Thank you, #Nr.
Carr.

Are tanere any further appear-
ances in 6486z

Ms. Aubrey?

MS., AUBREY: ¥r. Examiner, at
tnis time 1I'd move that 8468 and 8469 be consolidated for

purponses of the testimony.

MRk. STOGNER: Are there any ob-

Y

jections to consolidating for purposes of testimony ases
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£468 and 84697

There being none, 350 &t this
vime we will now call Case Number 8469,

MR. TAYLOR: The application of
Damscn  0il  Corporation for certain findings for an infill
well in San Juan County, New Mexico.

MR, STOGNER: We wili call for
appearances in thils case.

M&. AUBREY: Karen Aubrey, Kel-
lahin and Kellahin, representing the applicant, pRamson 0il
Corporation.

¥R. CARR: May it please the
Examiner, ay name iz William F. Carr with the law firm Camp-
bell and Black, DP. A., of Santa Fe, appearing on behalf of
Mesa Potroleum Company.

MR. STOGNER: Mr. Carr, ls Mess
fetroleum Company the operatcr of this wely:?

MR, CAERR: Mesa Petroieun Com-
sany 1s the cperator of this well.

¥R. STOGNER: The sole oper-

MR. CARR: Yes,.
MR. STOCNER: 1Thani you,
MR, CTARK: The onlyv operator.
MR. STOGNER: And Pnillips has
nothing to do with this well, is that right, ¥r. Cars?

MR. CARR: At tha momens, no.
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MR. STOGNER: Thank you, ¥Mr.
Lurrr.

Any other appearances 1n Case
tumber 84567

MR. NANCE: Mr. FExaminer, on
penall of B Paso Natural Gas Compeny I am John Nance.

El Pago's interest in the

McLeod Federal No. 2-E well is that of interstate purchasery

of gas proauced from the well, We understand that Pl Paso
criees all of the gas produced from the well; that a portion
S th2 ges may be subject to an exchange arrangsment with

frataavt Lrion Gathering Company and therefore the gas may

ot asd be the subject of interstate sales contracts, but

the actual producticon does in fact to into L1 Paso’s  inter-
state systemn.

I needed to mention on  ooth
Case 2469 and the previously mentioned 8468, I am associated
#itn  the firm of Montgomery and Andrews of Santa Pe, and I
will submit letters, copies of a letter to -- to that ef-
fect,

El Paso also has one individual
o 1s availlable to testify as a witness in either of these
cases but at this point we do not know whether his testimony
will be necessary.

MR, STOGNER: Are thera any

cther appearances in 846972

MR. HALL: Mr. Examiner, Scott
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dall, law firm of Campbell and RBlack, P. A.

For both Cases 8468 and 8469
there are apparent ostensible record interest owners that
nave not been joined in this proceeding, particularly Amoco
Production Company.

We'd move that they be joined
in this proceeding.,

MR, TAYLOGR: Who are these re-
zardé intsrest ownerss

MR, HALL: Amoce  Production
Jompany.

MR. TAYLOR: Amoce., Is that
all?

MR. HALL: That's all that we
are aware of, let the record reflect.

THE REPORTER: Are you entering
anl appearance, Mr. Hall in 8459%, too?

MR. HALL: No, we're not. I'm
entering an  appearance solely in 68 on behalf of Conzoli-
dated and Crown Central, opointing out to the Examiner that
the wunjolned interest owner Amoco has not been provided
nctice of this proceeding.

They have an interest that may

MR, TAYLOR: Mr. HBalil, vyou
can't make that motion without being =-- without being a par-

Lty to the case,.
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¥R, HALL: I am a party to the
CLUsE.

MR. TAYLOR: Qnn, you are?
You're going -- you're going to appear in BAGY, too?

MR. HALL: 84€68. The ownershi

3

-

P, - + P [+
soovirtually idsntical.

MR. TAYLOR: ITs it  ir  both

&,
T
o
st
e
GV

MR, HALL: Insofar as Amoco is
sancerned, insofar as we understand it.
MR, TAYLOR: Are they selling

Py Gus intrastate or interstate?

MR, HALL: Amaco  Production
Compary? I'm unaware,
MR. TAYLOR: vYou're unaware,

Mr. Cerr, do you want to represent Amoco?

MR, CARR: Mav it please the
Fxaminer, we have an application before you where we have --
are seekling &n exemption from the New Mexico HNatural Gas
Fricing Lect for certain of their wells.

Cne well is operated, has been
sperated by Getty; the other by Mesa.

Damson ig a nen-operating

working interest owner in each of those wells.

I'm here representing the
operator. I don't know exactly the nature of Mr. Hall's

motion but I have no obhjection if I understand what he's
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cffering you. I nave no objection certainly b0 fe-ting o
cver o that  resalts  from this hearing apply he &1l reo-
~

eperating interest owners in those wells, not 3
That's what |

aw e sl Mo Gall's motion. 1 have no ohj

MR, TAYLOR:

Sny objection”

5., ARUBREV: U don't - T eap vy

whL

-

Mr. Niarce and Ms. Aubrev.

Lioes anvoe

WAMSoR .

undaerstand Yo

A s e

ccbion and 1 oseg-

v any obiection f3 the other non-operating working tnler-

Al owWners appearing in this matter,  although Uf

priication in Case 8464,

MR

ctend Y de il casrectly,  he is appearing in opposition to

1R, HALIL: Mr. Framl

.

ner, 1¥ 1

nay Clarify, we're appearing in opposition to a linited ew-

tent., There 15 a separate proceeding in the District Court

e Moexico Fed "K' O1-FE Well, which i the

We appear sol
rose of ospposing Damson's application to
& 4 i i
chay escert operating rignts in that proper

b 3 $
MR, TAYLOR:
a4ra not asserting operating rights, are yon

M5, AUBREY:

wive  filed our spplication for exemption
raturai Gas Pricing Act as a non-operating

fer San Juan County over the lssue of operating rights  for

e, g~ A " £ P
sunaect. of Lasn

ly fTor

thes eyt

the pur-

Ms . Auhiray, you
o

v IR RS .

MY « ey ior, W

from Ne

wOUk ing

interai
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vou pleass

any heretofore
proparties  be
to the orders at
GWner  we  are

company.

how thei

Wisth -

morlon wiil be t

M.

MR,

reveat your motion again,

MR.

unijoined

cif thisg
The

aware of at this

TAYLOR: 0Ok
STOGNER:
please?

HALL: We

affected interest

this proceeding and

croceeding.

only unj
time is A

MR, TAYLOR: Bu
r gas is sold?

MR, HALL: I do

MR. STOGNEK:
aken under advisement at tha

AR,

TAYLOR:

agreg that if we do grant your motig

this?

eoapnropriate,

< e - - ~ g g~ -
a8 witnesses

HpplaArances’?

atend and

2eid PO

MR

“a

callied -- first

Jkay,

De 3worn?

of

STOCGHER:

(i‘ll, i.g)

12
ay.
Mr. Hall, would

would move that

ownars  in the

be made subject

cined interest
noco  Praducticn
rt you don't know

not.,
Mr. Hall, your
5 Clne.

I i o qd ~
nr. dail, do

rhink that would
Okay, will alil

there ANy more
1 ths witnesssg




MR, STOGUHER: Ms. aAunroy.

1“5, AUBREY: Trnanx  vou, Hr

May I make a brief opening

Ma, RURREY: I wag hoping Lo
samplily tho aztters before the Division this mornineg.

As  you've hearl, Daruscn
PareLnoTaLIng WD CKing interest owner who is seeking an ey
oo from the provisions of New Mexico Matural Seg or
ine Ach for two wells,

One 13 the Mexico Pedesral T0F
i=T ana the other is the MceLecd 2-E.

Setty 1s the vperator. Cotty/-
¢¥acoe 1# the operator of the Mexico Federal "K" (-F Well,

Mesa 1s the operator of the
McLecd Z2-YF well.

We understand that «ith  regard

the Mesa well, that the Mesa witness whe was o be here

y

today to testify as to production, reasons for driliing Lhe

-

w2il, and the ultimate guestions of certification of non-
interference of the ability of the old well to produve into

the  pipeline wiil not be here because of illness, but will

g2 here within the next “wo weeks to put on that poruiorn  of
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-

tho regrinmony with regard to the Mesa well.
We anticipate tne testimdny to-

dav will be directed to the Mexico Federal "¥" 1-E “Well.

Cur witness from Damson, Wr.
Jamaes  Pouncy, 18 a petroleum engineer who will testify for
e record on the issue of Damson ownership and percentage
cf ownership 1nterest in the -- in the two wells.

We uncderstand Lhat tnere is &

witrasz here {rom Ustty/Texaro whe will testify for the fom-

i

mission on  the certification issues and the reasong Ior
driiling the Mexico Federal "K" 1-E Wwell.

Mr. Cary from the fivme of Camp-
pell ang Black will guestion that witness and put on  that
Tesnimony.,

it's the position of pDamson 01l
Jorpocation  that notwithstanding that we pave Jiied an ap-
piication for exemption from e Drovisions of tie Mow Mexi-
o matural Gas Pricing Act, that that filing was purely 4
rrocective  measure and that the infill wells are exemnt by

virtuae of the planket infill Order 1670-V,

However, Dpecause of the ruling

oi  Juadge Garcla in the GasCo versus Amoco «ase here in  the

-

Districto Court in Santa Fe, we are seciting a Linding from
Lihe  Commlssion that the wells in gnestion were driilsl in
ocder o develop additional reservas and not for reasoens ~F
avoiding Lhe orovisions oS the New Mexico Pricuing kag,

Crr behalf of Dasans Jit Curpor-
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BACMOELON

jasG

M, STOGNER: Thank 1y,
LR N

M5, AOBREY: Thet's 211 1 he
Br, Fxaminer,

M, STOCNER: Doy anylsdy o
aver oAy Dyeening ztatements ab this time?

Mr. Nance?

MR, HNANCE: My, Fwasminer,
Cas uows 1n fact support the applications of  Damson
=xemption of these wells frow the provisions of the Hetu
Gas Pricing Act.

El  Paso further belisves ih

sger oI (hie ACL because fthe entire production is going
w o anterstate market in El Pasco's system,

tnat

mrent

N
L1laE G

Sl e

effeciive

H vy d
L WOl

cecuest that the order granting the

i

from the Act, if it is issued by

as of the date cf first

respect Lo produaction

Wy, regardless

natbure

and the circumstances under which it was

that that well may be excluded

1 have mentioned bri=fly baf:

of 1

ragoeniion

[y
g ]

nroduaction From

MoLeod Well,

frorx

Comiissni

sealn

the

[{ait

Bt o

that tos

Or,

vy
-
]

Qar-

iy ey
E e

a oortzion of the gas is subject Lo an exchangs arrange-

Wwitlh Southern Union and i1t very well wmay
nave an intrastate sales interest in this
ui production from this well, but that

he

gas, i

P N 15
Titd o Ay

the actbual
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volumes are jolng into interstate commerce and that eguiva-
lsat volumes, then, are being delivered by ©1 Paso ts Souith-
rn iUnion at another connection and that in fact these eqgui-
valent volumes are the subject of an exchange arrangament,

Given this situation, we feel
that the provisions of Section 62-~7-4, Paragraph B-2 would
proviae the pasis for excluding the well from the provisions

ot the Pricing Act irrespective of the intfiitl status of the

MR. STOGNER: Thank you, Mr.
Hanale .

Mr., Carr?

MK, CARR: Mr. Braminer,

talty/Texaco and Mesa concur in the opening statement mada

We do want it unhicerstooa that
N v DTy es - ST RN o 1o K RV « k s P b > GEY LI E £ TR Yy oon =
SUT BEn?aranCg nere 1s oeniy as a2 protective peasure and that
we  Gu not believe and maintain that the woills that arg  the

i - RO S . 13
unject of today

34

s hearing have been exempted trom the State

Act oy provigicone of the infill orders which thav

i

Leen enbtesred for the Basin Dakota Pool.
MR. STOGHER: Mr. Scott Hszli?
M2, RFALL: 1 nave no statement

e thls time, Mr., Examinher,

=
3
»

W

STOGHNzZR: Thank you,
. Aubrey, please continuz.

1S, AUERET: Than you, Hr,




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

VEDG ST,

JAMES R, POUNCEY,

pewng  caliad as a witness and heing duly swory  upoen

s

;
¢
iy

s Ciny westifieaw as Tollows, to-wit:

DIRECT EXAMINATION

] Will you state your name, please?
A James R, Pouncey.
2 And whare are you employed, Mr. founos
A i am amnloyed in  Houston, “Yexas, with
il Jorporation,

» And what's vour position witn Demsony

A Manager of Cutside Operated Properties

o Mr. Pouncey, have you tesitified previcus-

T

1y before the C1] Conservaticon Commission of New h=w. cu?
A No, I have not,
Q For the Examiner would you relate vyour
educativnal background and your work experience in the oil

-

Jae industry?

-

ads
h]

2T

A I graduated in'#4 with & BT in petroleum
:nginsering  from Louisiana Tech and have worked in the o1l
and  gas  industry since that time with Phillips Petroleun,

Murpiy 011 Corporation, Texas International Petrolzum Cor-

ghretion and am currently with Damson 0il Corporeticn, who I

Lave beelr with for the last two and a half years,
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Q2 Irn connection with your employment with
pamson, ao you function as a petroleum enginear for Damson?

A My ob basically is a management job;
nowever, «due to my small department, 1 do petroleun cngin-
eering work, yes.

Q Mr. Pouncev, are you familiar witnh Lhe
anplicacions of DPamson Ci1l Corporation in Cases 84635 and
840Y% that are belng heard today?

7 Yes, I amn.

M5, AUBREY: Mr., Examiner,

I\
L]
L

tne witness' gualifications acceptable?
MR. STOGNER: Are there anwv i~
j2Ccrions or any guestions of Mr. Pouncey?
1f not, then I find #r. Pouncev
caalifiied.
Q Mr. Pouncey, with regard to fre New Mewl-

co Foazral "K" 1-E Well, the Cetty operated weli, zan  you

explatn to tne Examiner when Damson acguired its intzrest in
tnart well?

A Thig property came to Damson in Fubruarsy
¢ 'E3 wien we acquired many properties in wnat we call the

fafco acquisition.
The acquisition itseif was effacrcive back
to Decewber 1 of '82.
) with regard to the Mesa operated well,

tn: Moci=od 2-¥ Well, when dicd vou -- when did Damson acqguire

lts iaterest in that wells
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A We acquired it in the same acoulesrios,
ey fzctive Jecember 1, 82,

Q Pricr to that date did Dumson OL1Y Torenur~
ation heve any interest in or connection wiith ity
s L0 woelig?

A To my knowledge, no.

0 With regard to the Mexice Federal -7

“ell, what is Damson's working interest in rhatbt well?

A Our ianterest 1s 6,618 percent worliinog lo-
oot
rect.

< And with regard to the Molead 7-7 wWell,

st su Dansaoill's wortking interest in that well?

A We have an £.281 working interesi,

RS

Do vougwhere or do ycu ¥now to whom L0

T

production from the Hew Maxico Federsl 1-8 Well s 0187

A According tc my informstion the cas i
Lo well is sold under a contract with Southern Union,
C With regard to the McLeod weli, and wno

e purchase of the gas from that well is?
A Also Southern tnion.

< with regard to Damson's interest in t

451
-t

VS 4
----- in *he two wells, 1is Damson's interest an interstate in-
terest or intrastate interest?

A It is intrastate.

o Do you know whether or not Damson hsa

[{4]

e

¢ived the intrestate prices for production from thess  twe
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30 - o & 3 . - 3 ” . m e, 3o s
A I did not check that anc [ can’t Ssayp

WwiiTLhEr O not we pnave raceived intrastate pricing.

0 Mr. Pouncey, did you prepare and  hSigl
azplications f{or exemption from the provisions of the lew
“enico haturai Gas Pricing Act for the McLeod 2-b6 and  for
L dewico Pederal "KM 1B #ell?

~ T

i ies; i did-

I~

And 1n preparing those applicationz anc

fiitlng  them witn che Commission, did yvou, to the best of

our abkility, review Damson 011 Ceorporation's recoras?

A Yes.

i Fid Damscen have  any  connechtion  with
ciiter of these two wells at the time that the wells were

o

NG.

0 Has Damson made demand upon the Operator

oI wsacn well, Mesa in the casge of the Mclhosd 2-% well and

Cetty in the case of d¥Mew Vexico Federal "H" weli tc assist

£

¥You In sresenting testirony today with regard to the reasons

for the Jdriliing of these wells and their production

A Yes, we have,

3 and 1s that bhecause Damson does not  in
&~ own racords have any information on which to hase that
testimony?

z That is correct.

vy

. AUBREY: Mr.  SExaminer, I
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aave no more guestions.,
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MEL MANCE: o cus
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“now wio aecltually r

P agu

vporation of 1

L

il O
.

1id

v inesing:

cent O

=

tiat !

4nNd thers

£

-
<

“

A

w35

;:‘k
POKNOwW Who

A

.
3
C

‘|
e

exan’?

e

PeLCco pul we

unctioned as

o thie

actual

their prope

wWhien you 4acyg

Yas.
Intrastate.,
Intrastate,

Okay, in the Mexico

Feaera: 1-E,
eCceived

No, I was not aware that 1t went

a laier ayreemenc to make some 2uch
Gxay, and the same with tne MelLeod

actualiy gets the gasu?

not.

New who did Lne

Damson getn

-
e d

1
.

I
w7

%

This was acquilred from Deicolows Curn

Fracrive Decomber |, 82,

Okay, did Damson taxe over Petroleoun
Did tney buy thelr interest? What

That acqgulsition, we did take

Hnow

purchased practicaliy all of it,
a corporation after we acguirad, 1

percentage, but 1 thinil arounc %(

rties,

But it == as far

uired toem, Lhrough

wou




o

i Ves,
’\} \JE"\‘\'!Y'

ro P
s #r. Pourcey,

Are  tnere any sther  Suvastioes

e,
gy

not, ne may b s

45 . BUBKREY

e
=
L)
*
I
s
‘\
A&
]
e
T
-
-
..
(>
¢
“
3

N - ~ e £ el - - - - R - $ ., — P . - ~ 4
14 Tase A% and 315 we stated esarlier, we would ask that

oo crnCrd rewsin open in Case 34689 in order Lhar fhe Vas,

12

13

14

[SEREN

the

f
=

Examiner's

Saled for April 1Ctn, 19%8%, is that correct?

 » AURREY: That A =

: oy - . S - . R
U wniess you deci o grant. Mr., HNance's motion an? £iad
rvat the wall bDecause of the interstate rature of the szl

v

a2 welil o 1s nob o sub

L.

ect to the New Mexico Pricing Act.

MR,  STOGNER: Dkav, we'll gst
cERaU Seter. T Just want to make sure I've gobt evarythiog
: 3N Rral.

22

23

24

25

o

Hankinson.

ot




NG Dailed as oo witness and being Jduly sworn upon  his

A, tastitled as foilows, to-wit:

DIRECT EXAMINATION

3 Will you state your full name and Diecw

CGTOTanlienTe?

I 128, Hy nama i3 James W, Huanxinaou, d-a-
HeHel-NeG-0-, T 1ilve i Tnglewond, Colerado.
- By whom are you employed ana in whao Ca-

A Thers  seems o be  a

TR TS o I3 « ey
iLtie CLLASLGh

[

mere, bat I owork for Texaco. We were acquired -« I was {or-

cerLay  With Getty OLl Company ard, 1 guess approzisataely a

wear g0 Texaco bought s oout, There 1is ne more Cebby oL
Cumpany.,

o And in what capacity ars you eamployed oy
favatoe, Inc.?

r I wore == my title is Avsistant Jistrict

Znginete 1o Charge of Operacions. I work 1n the Farminguon

J
i}
g
,.‘
S
N
i
[l
-
-
Z,
Y
$ot
Y
fo
1]

physically lecated in Denver, Colorado.
o Have you previously testificed mefore this

Givision and had your credentials accepted and made a matter

"t

- would you summarize your educativaal
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vachkarcand Foc MBr, Sto

13

A Okay. 1 graduated from +ha Universit

¥
4
N
-

1y

Letahoma  in 1876 with a Rachelor's degree 1n petroloeum  an-
yineering;  also done graduate work there at OU 1n petroloun
2nuineering.,

+

tive States of Gklahoma and Wyoming.

Would  you uow review for thne  Uxaminer
oL WO - exparianse?t

A Ukay. I worked in the Stsie of Ohlahosme
for atout tive years in Oklahoma City and Luncan, Oklahonma,

Then 1 worked in Casper, Wyoming,

-
-

soout tnree and a half yvears. My title there was Area

Sinser, The responsibilities there included a1i the s
COring  de§ign WOrk, et cetera, in production and drilling
cperabtions  thnrougnout the Rocky Mountains., That would in-

couda northwest New Mexico, Colorado, eastern haif of iltah
ontana, ana the Dakotas.
0 And while working in Ckianoma and in Cas-
per you were employed hy Getty 0il Company?

A That's correct, 1 was wiih Getty then,

i Now how long have you bezen in Denver?

A {'ve been in Denver aboar wix

9: And do your currentc dulles wilh  Texeso

tnclude respongibility for northwest Nuw Mexico?
A Yes,  they do. The Fars.agten istriat

covers ~- area of responsipilifty includes norrhwest Hew Hexe




ion,  2astern half of TUtah, the State of -- the wvestern half
ol Lolorado, and southwest corneg of wWyoming

:llizles do include northwest New Mexico, that

rt
[ép]
O
o
~
0
®
Q
[

L

Since 1981 your responsibiiit

prs
=
&
"
b
‘/‘
p
b

i

citnded the drilling of wells in the San Juan Rasin?

A That's correct.
0 And in this job did vou Lecome familiar

with  tne procecures followed by Getty in decading to  drilil

wells in northwest New Mexico?
A Yes, 1 have become familiar.
0 Are you familiar with the well which is

Liie subject ol today's hearing?

P Yes,
) dave you reviewed Getty's onr Texaco's re
Corrds o this well?

A Yes, [ have.

0 would you identify for Hr. Stogner the
ol ls youtve reviewad?

A Okay. I've reviewed the production nis-

wory tor poth the "K' No. 1 Well and the "iI" No. 1-E Weiil.

res ht

1've roviewsd all of cur weli files in both cur Uistrice Of-

i.Ce aaa the Division Office there in Denver.

I've also spoken with our  production

22

23

24

25

g - A
Wee G

actuel, hands-on, dalily day-to-day repensipilities

CpEretinG the Welis.

-
[

ME.

volts personnel in Farmington, New Mexico,
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M, GTOGNER:

Lra

thore

any ob-

Ay . Hankinson i@ 2o gualified,
¥r. Hankinson, 4o you happen to Wnowe wno

coerator of this well in the CGil  Conzsrvation

us?

I belisve within the last month  sad 2z
Ligd a new I believe 1t's C-104 form ard [ b e

inoing aands of Frank (haver there in Cortez right now,
ceiiove Teraco,  Thcorperated,  is lisied so o operanor
o Producing, Incorporated.
o 0w you stated that you were familisc
the orocedures followad by Getty in deciaing o i1l
I wells 1t the San Juan lasin.
kS Yes.
0 WO21S you Jenerally review for fhe Tuani-

fh=

tals

lccations,

decision=-making

Group

attd other infill]l wells?

Ukay. Actually, the proesss would  in-
snd tie Developrent Geclogy Group would selaect

review of offset wells, avall-

@t C¢etera.

They would select the locaticn whers  wa
driil oa well and they would turn that over to L{he In--

in the District Office and o

avaivate the reviaew thz cout
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coust Lo drill the well, obtain gas prices and

acenomics and make a decision 1o make a tocomnendation

vanagement, you know, to drill the well.

Q In looking at the gas prices wer:
tzreining whether or not you had an economic well or

w0 not yvou would get a better price than the ~- a

w1l on tne unit?

A we were just strictly luoking ar

~

made.

o wWas the Mexlco Federal "K" weli

ariiled to protect the spacinyg or proratior unit frorx

.',\ i\l;) -
D wWhen was the first well on this

dnit doriled’

IS The first weil was spudded
PO B 3
3 And in what pool was 1t completed

é That's the Basin Dakota.

o Fas infill driiling been apvroved for &

fesin Lberota Pool?

& Yes, sir.
7 And do you know the order aumber

vie Comnlssion approved this driliing?
Fes.  [ot's Order No., R=14£70-Y

-

] Does Orcer F=-1870~V prowids Lnat

W

No.

[
Y
i

ot ave @n economlc well here, That's how tne decision

[
‘u

hWether

o
LD

3w oy
Oral e

spacing

v

whpeh
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i N
PR A 1

16

in thac

vl Anoreas: tiye regoverabis reservos Lo £l
IS Yes, i1t does,
o Would you identify for Mr.  Zrolner b

15 Linaet graer which reached these coaaclusiong
3 “kay. Those are Pindings 13, 14, 1

order.

MR, ZARK:

Mr. Stogner, :

time we would request tinat Order R-1670-V be ing

furence 2nto the record of this case.
ME. STQGHNER: Order o, |
Liiose taken auministratblve notice of.
ML, CAKR: Well, and wil
w2opart of the record, Mr. Stogner?
ME. STOGNER:  Sure.

o wWould you now refer to Te bheen
fov o dldentliflcation as Terxaco Fxhibit A and  ideniif
i TG Y,

LA I guess this is -- I don't know
you calt it an afridavit or certificate, or “ust whan,
way, i1t's a notice stating that Getty ls the operat

wioll, let’'s see --

] Is this the certificaticn that
gquirea be included with an application for exemption by

Conservation

=~

Zivision Order 54367

. .. , .
A 7es, 1t 1s5.

. A3 I 3 i 3 N

c And thls 1ig the affidavit which war

I
--t“l 4 T
P P Lv}

b -, &
Ionna
RITES QR

hos,

Tiebhiay

ARSI I
RN

Sy o

TE -
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eyt
arac

andG gigned by you on behalf of the operator

tad
e

)

A That's correct.

o And thiszs aftidavit statss for Yexeco that
vaszd on 4 review of the records that the ability oI the
putsject well did not have its ability to produce restricted

sy Getty 1i any way?

A That's correct.

9] And this restriction wouidn't have been
roroavalsing tne application of the State Pricing Act.

A That is true,

i3 And vou are the authorized and vrespcn-

sibie

SPac Lng

well o

t.o

wiie

person for executing this certification on

(o]

bDehalf o

A Yes,

) When was the infill weli spudded on tnis
unit’y

A Let's see, September 30ti, 1473,

o And when were first salos made from the

A Jurnie 25th of 1880,

) Now, Mr. Hankinson, have you reviewasd or

Lo be reviewed the proauction history on the criginai

n this spacing and proraticn unit fros the Jdate ithe
wiell was driiled?

A ¥Yes, 1 have.

X Kasec on that review, &5 you testifiy as
thar or not the original woll on the ororcblen unit
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186 nad 1cs abllitvy rto produce 1nto the plpeline restric

i)
e
o
jo 8

10 any manner to avold the pricing provisions of the Now
texico Natural Cas Pricing Acc?

A No, 1t was not restricted.

g What are the reasons that tne original
wirli on this spacing unit would have had its proaguction cur-

talilecd by Getty?

A Ch, tnere's twe or three reasons, I
LUEBS, Each year you're required to do tests for thie Stace

L&t mignt nave had the weil shut in.

Any mechanical problems that we miaht
have had;  coula pave peen also Code 11, you znow, Jack of
gemana by the purchaser, ana ~-

v Are you aware of any other reason  that
Lz production from this well would have been curtailed oy
Getty?

A No, 1'm not.

Q Is 1t getty's policy to produce ali welis
trnat tney operate to thelir capaclty unless prohibited from
aoing 50 by one of the raasons you've just stated?

A That's correct.

iy wWas the 1nfill weil drillisa rfor reasons

vther tnan avoiding the pricing act?

A Yes, 1t was.
@ Anc why was 1t drilledz?
A Weil, 1t was drilled to 1increase re-

serves, maximlize recovery from the spacing unit, and to max-
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rmize the energy

offer

v

the

for the Mexico Federal "“g©

sections’?

ted into evidence.

examination of Mr.,

[}
1:.".
a1
~
.

Z
|l
(‘P‘
o)
it
i
i
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CROSS

o
e

-
pov]

Q Mr.

W
in
Yeurd
ot
Fobe
jon
[to]

to phvsically?

there

into evidence and

Hankinson,

who

MR. CARR: Mr,

a5 K

as Getty Exhibit Humber A, which is

wall N2, 1-E.

MR, STOGNER:

MR. CARR: T

Nankinson.

MR, STOGNER:

.
&
S,

Aubrey,

AURBREY:

STOGNER:

EXAMINATION

the Well

1s the gas

vour

Stogner, an this
that it h©e in-

camson application Getty ~-- what has bhaen

the certification

ary b

hat concludes

HiYs
Thank

you, Mr.

15 ey g
WiITUNRaeG8s,

I have nno mors -~

Mol 1,

—
W
[
-

7
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A I peileve utne transporter 18 southeru

Union for poth welis,

Getty's, or Texaco's contract i1s wics o)

FasU.
y 1 know old habits are nara to pea-z.
A wkay.
W Are you aware 1f Getty on the No. 1-b

fiied for an NGPA application with tne U. 5. 8L in Albi-
guurgue?
A Yes, they gdaw, and I believe tney re-

Ceived Section 103 prices.

v Do you rnow when that was, by any chaace:
A 1 don't nave that date avaiiab.e, 1'n
BOLTy. 1 aon’t remember. it would have been shortiy aiter

tne arliling of the well, was the normal procedure.

O Do you know if the No. i Well nas ever
peen  snut aown for any lengtny pericd of time, 54y a nhree
montia period, four month periodr

A It, from reviewing the producticn his-

Tory. 1t looxs like 1t could have been shut in for a Lwo ~--

LWO MONLA period during tne summer months, iack of demand.

] What years would this have been?

A Uh, '8z, '83 1s what 1t i00ks i1i1ke; ‘42
ana ‘g3,

") Anu you believe that shut in was due to

Market cemanc’y

A Y&es,
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Q

Union have been
A
Q

in

creases reserves

A
for reserves

ooosked

0
S

they have done that

A
reserves in order
managemant [or

Q

A

shudy?

L

o
?i

1
-
s
vy
na
[in
Lt
o
ry
B

they d

that,

front of you there?

the cne to shut

1At
i3

Who snut those wells in? Would Soushern
them in or Getty?

Scuthern Union.

Southerrn Union? Do you wnow wihsat the in-
are under the No, 1-E Wwall?

No, I don't know exactly what we Thave
for that well.

Before Getty drilled these weils would

sort of a study?

Oh, ves, yeah, estimate che

you'd have ro

Lo run our economics that zre reguired by

cval.,
When would they have done that?
When would they have done the regarvas

Yes.
They weuld probably have done that, welld,
acided to drill the 1-% wWell,

well, naturally, but -~

Do you want a date when that would Tthave

Approximately, like a vear or two, some-

I would say it would have been done aur-

what production records do vou  have in




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

2 ihis 1s Just a deciine Curve Ltiaal Gul oi-
rice woulid keep for these two wells, for the "K' {Ho. 1 an’d
tne “kK" l-b.

MR. OSTOGNDBR: HIr. Cail, Gu yiu
vian Lo present those as exhibits?t

MR, CARK: 1 had noi pramned Lo
ac that, Hr. Stogner,

MR, STOGNEK: i would suygest

tnat we woulid.

M,  CARR: tMdy wve Lake a very
wrief recess?
MR. STOGKER: Sura, huw bhriel

40 you want?

MR, CARR: I wiilil depend oo bow
long 1t takes me to 100k at these records. wWe may need Lo
also copy tnem.

ME. STOGRER: Uray, ~<¢ ' li Lane

a prler recess sO that Mr. Carr may GO Lial.

{Thereupon a recess was Laken.)

REDIRECT EXAMINATICN
8Y Mr. CARR:
O Mr. Hankinson, would you identily whet
nas peen marked as Getty Exnhiblts B and C7
A Okay, those exhibits acre vecline Cuarves

on tne Mexlico Fed “K" No. 1 and Mexico red "K' 1-u.
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Q

plcted on -- on those exhibits?

A
taken

statements, which

L admitted into
LY MR, STOGHKER:

Q

tialiy the same ones that are reported on cur C-11

v Cperator's Report,

A

G

off the producer's,

EES
What 1s the source of the information de-
Those are taken off -~ those numbers are

I mean the transvorter's volume
we receive monthly.
MR.

CARR: Wr., Stouner, ao tnis

tty Exhibits B and C.
MR. STOGNER: Are thare anv
Gettv's Exhibits B and ¢ wil]

aviderice.

RECRGES EXAMINATION

Mr. liankinson, these figures are
is that right?

Yes, 3ir,
Skay.

ME. STOGHER:

fnd
b
P
v
tas]

would  like to megke administrative notice cof those records
thah are keot nere at the New Mexico 01il Ceonservabion Divi-
sion known as the C-~11%, and also we will taks administra-
tive notice of the well files on both the #o. 1-K and the
M3. 1 "KY £ Well that are also here in our Santa Pe Dffice.
Mr. Carr, do vyoa have any fur-

ther guestions?
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cLneing ol e proce=2ding that 1 woula lixe e

arity or meke an independent motion.

There are  oSLigr BORSDATITING
YKy anterest owners in the Mexico Pedsral "€ -0 weil
Wl oalso thne Mebheod, 48 well, which ig L7 33
LR N

In  the Mexicn Voderal U7 -l
oy oaoe Consolidoated, Crown Central, and wmoco.

In sl ] otney'ro e

10 fact, you decide to axempt

tea fromoa well of nounopsrators, that all

15 nonoparators, will alse benefit from 33

pack and <o this audln o Loasys
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MR, TAYLOR: 2Are you moving -—-
wnat's vyour mction again?

MR, CARR: That the Commission
or  the Bxaminer permit consolidated Crown Central and Amoco

to  zdopt by reference and concur in the -- joln in the ap-

They are also nonworking inter-
est  owners in the wall and that -- they would alsc benefit
from the exemption.

MR. HALL: Mr. FXaminegr, I be-
lieve that Mr, Carr’'s motion is compatible with the previous
motion [ made on behalf of Crown Central and Consolidated.

We would conocur witih that,

MR. STOGNER: Thank you.

MR, HNANCE: £l Pasn has no ob-

MR. STOGNER: Ms3. Aubrey.

MS. AUBREY: Mr. Stoguer,

ot

have no objection, although I think I should have, so 1
don't have cne, as long as Mr., Hall i1s not continuging to op-
pose the application when Mr. Carr has asked te 3oin it, vou
xnow, they're from the same office.

MR, TAYLOR: Do ary of you pur-
port to represesnt Amcoco at this --

MR. CARR: Re represent Anoce
in the infill proceedings.

MBE. HALL: They would have no
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aoiection.

MR. CARR: They would have no
opjection.

MR. STUGNER: Mr. Carr, wr,
rall, also, we're going te still take these motions under
egvisement at this time; however, thanks for clarifying
tnese points.

MR. CARR: Will your ruling pe
contained 1n an order whicn will result from this nearing?

MR. STOGNER: Either taat or I
will rule on 1t before today 1s over.

MR. CARR: Thank you.

MR. STOGNER: OQr pefore the Ap~
r1i 1lUth hiearing is cver.

MR. CARR: Qkay.

MR. STOGNER: One way or the
otner 1 will rule on 1t sometime.

Mr. Hall?

Mr, HALL: If I might, Mr. &Ixa-
miner, I'a like to make an additional statement on behalf of
Crown Central and Consolidated.

MR. STOGNER: Okay.

MR. HALL: 1If 1t's appropriate
at this time.

MR. STOGNER: Sure, let's get
tnlis out 1n the air at this time.

MR. HALL: Weil, we certalilnily
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40 apologize to the Examiner for complicating this case. It
was nade necessary by the collateral proceeding that's on-
qolng in the District Court for San Juan County.
In that regard 1 would like 4o
make, I guess it would be styled a prospective shiection o

sny proposed order that would purport to enumerate titul

v

Qo

ownership in the affected properties of the first applica-
tion,

Correspondingly, w2 would rea-
guest that the Examlner take administrative notice of the

roceadings numbered Civil No. 84-641 and stvled Crown Cen-
trai  Petroleum Companv, et al, versus Damson 5il Carpora-
tion,

MR. TAYLOR: Mr.  Hall, zould
you tell us the essence »f those proceedings?

MR,  fALL: Among other taings
it dnvolves a guiet title to the properties that are subjact
to the application in the instant proceeding.

There's also a dispute as 1o
Lne ownership of orerating rights and farmout agreemants un-

der an operating agreement dated March 10th, 1959, which is

the heart of that lawsuit. It affects the instant prover-
b T
ties, as 1 said.

The percentage of working in-

terest  ownership asserted by Damson here today will be de-

et
W

ternined by that proceeding.

MEr. TAYLOR: Is theres zome ¢nn-~
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“
tenticn 1L that proceecing that otner than Getty op  Ta2xaco
are the operators of that well? This well?

MR. HALL: We assert oun senail
of Crown Central that Crown <Zentral 1s the operator under
rnag gperating agreement and througn a farmout gave
wetoy/ fexaco tis farmout for the Mexico Fed "K” i-E in  the
gouthwest—-13 communitization for the acreage dedicated to
that well.

MR. STOGNER: Mr. Hall, Couia
you Ccidarity sometning for me?

in this -- 1in tnis litigetion
are we tailking apout the operator ot the wei:i, thna (~¥,  or

the proration unit including the Well No. I and the wWell 0.

MR. HALL: We don't congesnt
that Getty or Texaco is the appropriate operator by virtue
0oL the operating ayreement { previcusly mentionee end o
farmout coming therefrom.

To clarify our position in tnis
proceeding, Crown Central and Consclidated do anot oppose
bamson‘’s application nere. We are appearing soleiv to  tne
extent of protecting our titular ownershilp intereslt in tne
arrectea properties and would object to the entry of any or-
der by the Division which woulid go so far as to purport to
aftect tituiar ownership at all, or at least even enumerates
ownersnhip.

MR, TAYLOR: M. ial iy you
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don't want us to state that Getty 1s the operator?
MR, HALL: wWe in fact do.
MR, TAYLOR: You <o want s Io

viiat.

[
L
e
-t

MR, HALL: W#e're not contesting

MR. TAYLOR: ¥You  don't care?
Yo just don't want us to say who owns the right,

MR. HALL: &Getty 1s the spers-~

MR, TAYLOR: Tebtty ls actually
operating the well at this tinme.

MR, HALL: I don't beliesys bLhe
Division should g2t into ownership matters.

MR, TAYLOR: Zh, we might just
siide into it.

M5, AURREY: May 1 respong, wr,
Examiner?

MR. STOGNER: Pleaze, Mg, aub-
rey.

KE. AURBRREY: Thank you.

I c¢hject to the Commission
peing asked to take administrative notice of court or
inugs without any production of a witness or any court  docu-
MENLG .

For the Commi:

ion Yo cousider

1]
\.vP

in  acdition the titular cwnership of & working istarest  in
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L& Weil 1S not relevant to the guestion oi whether or aot
tne production from the well 1s exempt from ths: provisions
of the New Mexico Natural Gas Pricing ACt, osCdause i weil
was drilled for reasons other than avoiding ¢ Lo i
think  that is completely 1rrelevant to the proceeding hare
alid 1% not a question which you need to consider even 1i you
were provided with an appropriate wltness Of duplopriace
documents from which you could decide whether or not Lo take
administrative notice of this lawsuit.

MR, TAYLOR: S0 the

Oy

niy opjec~—
tlon of everyone is to the order stating dnytiaing aboub own-
ersilp Lut there is no oblection to anything steted sLouc
the operating ~- who the cperator is.

5., AUBREY: As 1 undersbtend Lt

MR, TAYLOR: Dby either sitie,

M5,  AUBREY: e LTOWH Jedtsilal
aoes not «ispute that Getty is in fact operating cthis wali.

The question pefore you Loday
18 whether or not Getty, as operator, has given you stuili-
cient testimony and evidence to draw & conclusion tnabl toe
we2li was arilled for reasons otner than avolidiuyg the Act and
the results of any litigation in San Juan County, Gr  any
proceeding up there to determine ownership of this wel. .5
completely irrelevant.

MR, HALL: From what I neqr

Mrs. Aubrey saying, her statemenst are in complete acCord
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witnh our motion, I agree with her that it 18 Levond  the

s

provence of this Division to determine ownersnip of any pre
perty interest at all.
That's why we've ricen wall our

so-called prouspective objection if the Biviszicon sesks Lo ern-

~er an order tha:t may attempt to affect ownership interest,

We'll be glad to make --

MR. TAYLOR: %hat does El Paso

FS

(43

chink  zbout all thig? Do they have any objection to  any-

MR, MNAKCE: g  far as I C©3

5]
ot
%

see, the only order that Crown Central would coject to 1

[

+
T

one b

i

an

soirelicw stated Damson had an operating interest Lo

[

the wall,

I can't see the Commission mgX--
ing an order jike that. I think the possibility of rhat 1o
fairli remote. I think everyone acknowledysas thail -- that
v 15 the operator of the well; that Damzon ad  workinog
interest as a non-operater.

2l Paso has a similar working
interest as a non-operator. I think those are oolnts that
are self evident and that such a prospective coblectlion i3
really unnecessary.

MR. TAYLOR: Thank fouv,  ®¥r,
wance. Just a point of clarification as to El Paso's gitua-

tion on one or boetn of these wells.
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You nave an lnterest in tne gas
mln  you're not taking 1t, but you're trading witn Southern
inion for the production of tnis well as against soma other
weils? Or these wells?

MR, NANCE: Oxkay, I'm not sure
exactiy wnat gas El Pasc might or might not be taking from
the Mexico Federal wWell. We know we do have a working in-
terest i1n some of the production from the Mexico VFederai
Wzil and that working interest 1s being sold to Southern

ynion under an intrastate sajies contract.

bow

E’;

x
1

80 our working interestc 1
1o Federal well 1s essentially i1dentical, althougs tne per-
centages may differ, the nature of tnat interest i1s the same
as pPpamson's interest 1n that well.

It seems to me that the proolen
thiat comes up here that thls 1s an application beiny rfiied
Ly soneone other than the cperator of the well fa2r tnis
¥ricing  Act exemption and in that regard it is an unusual
proceeding.

Perhaps Crown Centrai’s worry
18 hat slnce Damson 1s pringing in application that that
somehow confers some type of operating rignt to Damson. I
don't think that's the case but [ don't think that should be
3 problem from thelr point of view,.

It would be the same situation
1Z kEl Paso nad brought thls application. Wwe wouldn'z there-

by assume that we had somenow acquired some operating right,
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Slifply

because we are Dringing application to protect an

rerest thas wae have in the well,
MR. TAYLOR: One other guas-
rion, ®Mc. Nance, When you trade production from wells, i

_

MR. NMANCE: it's done
the basis of volumes or BTU content but tne price

vhat's traded has nothing to do with it,.

MR. TAYLOR:
MR. STCCONER:

ME, HALL: Ui

’;.Q;'u]r:-i_i‘lcf tlr’:ut {

really did hope to aveoid

tlth District case here in front of the Division,

to o dans on the value of the gas or the quantity of the gas?y

Thank you.

liwigsting  my

ot Damson

interess

has presented evidence as to its purported wurking
ownership to  the Division, They assert a 6.618

working interest in the "¥" 1-E property.

We vrise simply to
cirat  the proper working interest ownership wWwell
rined in the District Court proceedings and we rs
thwe OCivisien's findings and conclusions te be o
with your crder do not address ownership. It is
provence of the Division in the first place.

MS., AUBREY: Mr, &

agree  that it's beyona the provence of the Divis

aon't  know why we're taking up so much time b

evarvene has agreed, 1it's beyond the jurisdiciio

[
)
&
¥ ‘l'
Q1
ff:
#
t

ion and 1
ecause  as

n of  tha
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ti

we're not asking you up cabar-
mine what Damson's percentage interest in this 1s, bHat sin-
ply woether or not pDamson's proauction from this well, wnat-

ever thelr working interest is, 15 exempt from the provi-

ifr

ione ot thz New Mexico Natural Gas Pricing act.
4R . STOGNEK: MI . Ball, vour
motion 1s taken under advisement.

iIs there anytninyg wlse? oy

Ms. Aubrey, do you have any-

MS. AUBREY: Mo,  s3r, 1

i
L
®

nothing turther.

MR, STOGNER: OUray, kKr. hsnce?

MR, NANCE: Mmr. Lxaminer, D1
Paso would like to ofter a motion that witn respect Lo whe
mciLeoa Federal No. 2-B Well that well be counsideres exengt
trom tne Natural Gas Pricing Act on any one of tiiree DuSes.

The first, that aill of ine
production tfrom tnat well 1s going into El vase Natural (Gas
Company's interstate pipelline delivery system,

The second vasls  that i5
necessary would be New Mexico's statutes, Sectaioin 62~7-4,
rParagrapn B-Z, which would exempt gas to tne extent that it
1s commingled with gas destined for interstate coummerce
where tnere 1s a volumetric exchange of such voiume -- of

such gas. we feel that would apply in this == 1 tnis
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gircumstance agnd would take this well out of the applicapil-
sty of the Pricinc Act.

Finally, 1if neitner of tnose
twd 18 considered an adeguate basis for exemptinc the wells,
we would support the existing application of Damson and
vould support they atterpts when a Mesa witness is tendered
to  nave the well exempted under the traditional infill well
examrption procadure.

MR. STOGNER: ¥r, Mance, these
motione, thie wmotion that vou're making only refsrs to Cacse
465, the McLend Well, is that right?

MR. NANCE: That is correct.

MR, STOCGNER: Thank vou, Mr.,
Nance. Your motion wilil be taken under advisement.

Mr. Nance, would vou clarify
one thing for me?

Your first example that vyou
ment ioned, that this gas is going interstate and is not sub-
iect under the NGPA, do vou have a particular FERC sectien
or NGPA section number to refer back to?

Nther than the physical taking

¢f the gas the connection of the well to Fl Paso's system
am! the fact that the gas is physically taken into El Paso's

svstem and that system ig an interstate system, no, I'm not
relying on a —-- on a Federal statute, 1 am relying essen-

tially on the -- the exemption of interstate gss from the

Hew Mexlico NMatural Gas Pricing Act itself,
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A
{ don't have a section to refer
va rmpediately. Tne Act 1is designed to apply to intrastate
sales of ygyas and to tne extent that all of the gas rfrum this
wall 1s ¢g2ing into the interstate market, pnysicaliy, we
teet tols s safficlent wpasis for exempting the well,
MR, STOGNER: Thank you, #r,
Hance.

Thankx you, Mr. Wance, for that
clarification or nonclarirication.

MR, HNANCE: Mr. Stogner.

MR, S5TOGNER: Yes, sir.

MR. MANCE: it migoz nelc  to
rerer to section /H2-7-4, raragraph A.

ME. STOGNER: That's a New Mex-
1co statute?

MR, NANCE: Yes, the New HMeX1oo
statute. pacn of these references, 1 should note, 18 ROT
the current statutory reterence. This is the statute that
was 1h effect until July lst of 1984 and is the tew Mexico

-~ its short title is8 The MNew Mexico Natural Gas Pricing

Act.

As of the ist of July, i9a4g,
that Act was superseded py the New Mexico Natural Gas Price
rroctection Act. The provisions of the Price Protection Act
are somewiat different and this proceeding 1§ not concsrned
wLtn tnat subseguent act.

So each of these sectlons that




i nave refsrred to is the section that was Lo o=

Ffach wup un-
tii thne ist of July, 1984,
ME, STOGNER: All right.
MR, TAVYLOR: Hdr. Nancs, 1 hato

-

o belavor this, but isa't it -- on this well in 3489, thar
sroduction is not under contract, it's szold te #1 raso, all
2f in interstate, is it not?

MR, NANCE: Trat ~-=- 1 think
your sn3aservation 1s exactly right, El Paso, anc I 4o not
xriow the percentages and 1t would probably o= helpful for

Lo be able to get that information for you, bput the majority

toe

A
e
-+

')

ras taken from the well 1s purchased oy F1 Faso and

.

put in El Paso's general svstam supply.

The remaining porticn of the

Sl

43 appears to  be gas that E1  Paso takes f£or  Southern

it

Tninn's  account  and then redelivers to Scuthern {nior  ac
sume obther location equivalent volumes that profably ¢ then
g0 Lnto strictly the intrastate market.

MR. STOGHNER: Thank you, MNr,

Is there anvthing else irn

dreg,
[
b
0
¢ [o3

Case Number 8468 will he ‘*aken

Is there anything Zurther  in

Case Wumber 2469 at this time?

If not, this case will be con-~
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Linued €0 tne Nxaminer's Hearing scneduled for April
i+d4 ~-- %, at which time it I'm not here, I will
tnat and Le tne examiner at that one, also.

Are there any closing
sents e V'm sorry, 1s tnere aaything furtner in --
{ningy

There being none, I've

s41d what I did.

{Hearing conciuded.)

PO
oen,

sothend

state~-

in any-

alreacy
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