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Santa Fe, New Mexico
February 3, 1971

EXAMINER HEARING

IN THE MATTER OF:

Application of Southern Union Gas
Company and Southern Union Gathering
Company for the suspemsion of certain
provisions of Rules 14(A), 15(A) and
15(B) of the General Rules and
Regulations for the prorated gas pools
in Northwestern New Mexico in San Juan,
Rio Arriba, and Sandoval Counties,

New Mexico.
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1 MR, NUTTER: The hearing will come to order, please.
2| The first case this morning will be Case 4494,

3 MR, HATCH: Case 4494, Application of Southern

4| Union Gas Company and Southern Union Gathering Company for

s | the suspension of certain provisions of Rules 14(A), 15(A),

s i 6| and 15(B) of the General Rules and Regulations for the prorated
| 7{ gas pools in Northwestern New Mexico in San Juan, Rio Arriba,

v
8 | and Sandoval Counties, New Mexico.

L4

9 MR, COOLEY: William J. Codley from the firm of

10 | Burr and Cooley, Farmington, New Mexico, appearing on behalf

dearnley-meier

11 | of the Applicant, I would also like to introduce co~counsel,
12 | Mr, Boyd Henderson of Dallas, Texas, permit granted to

13 | practice in the State of Texas,

14 We have only one witness, Mr. Haseltine, whom we'd
15| like to have sworn at this time, please,

i6 (Witness sworn.)

17 ORAN HASELTINE

18 | called as a witness, having been first duly sworn, was

12 | examined and testified as follows:

20 DIRECT EXAMINATION

21 | BY MR, COOLEY:
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22 Q Mr., Hazeltine, would you state your full name for
o _
: 23! the record, please,
% 24 A Oran Haseltine, O~r-a-n, |
e i
R . |
25 Q Where do you reside, Mr. Haseltine? |
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1 A Dallas, Texas.

2 Q And by whom are you enmployed?

3 A Southern Union Gas Company.

4 Q And in what capacity are you employed?

3 A Manager of Gas Supply.
-i ’ 6 Q Are you, in the course of your employment, familiar
i; 7| with the status of the various gas wells in Northwest New
'§§ 8 { Mexico which are connected to Southern Union Gas Company and
g;- 9| Southern Union Gathering Company lines?
-g 10 A Yes, sir,
a>
- 11 MR, COOLEY: Are the witness's qualifications

12 | acceptable to the Examiner?

13 MR, NUTTER: Yes, they are,

14 Q Mr. Haseltine, as a preface to proceeding with your
15} testimony in this case, would you briefly outline what has

16 | taken place, historically, with respect to gas prorationing
17 [ and thg appiication of, particularly, the Rules 14(A) and

18 | 15(A) during the history of gas exploration?

19 A Yes, I'd like to go back in time as far as

20 | necessary to pick up all the background that leads us to this
21 | case here this morning. We need to go back at least to

22 | February 1, 1968,

23 Prior to that time, the gas pcols had been prorated
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24 | and balanced in accordance with existing proration rules

25| as originally established for the Northwest New Mexico pools, |
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February 1, '68, was the last norwal balancing of those pools.
By "normal," I wean in accordance with the rules as written
and with no exceptions.

Now, on February 1, 'o8, underage that accrued
prior to aAugyust 1 of '67 and had not been made up by February
1, '68, was cancelled according to the rules.

On August 14 of '68, Case No. 3834 was heard and
that dealt with the application for the suspension of certain
rules providing for cancellation and redistribution of
unproduced underage and for curtailment of overproduced wells,

August 1 of '68 would have been a normal balancing
date, and August 14 was the date of the hearing held to
suspena those rules if the Commission approved.

On August 20 of '68, in Ordex Numher R-3479, the
Commission issued an order subsequent to that Case No. 3834,
and there are two or three findings in that order of the
Commission that I think are particularly pertinent to the
situation that we're facing today.

They made several findings, but the first one I
want to mention is their finding number nine which says that
there has been and will continue to be, for a period of time,
an extremely heavy demana for gas from said prorated gas pools
and so on.,

And then finding numper eleven in that order. spoke

of a present and continued need for gas wanlch cannot be
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satisfactorarily met 1if the aforesaid overproduced wells
referred to in certain findings are not allowed to continue
producing,

And then, finding number fourteen, the Commission
found that in order to protect correlative rights, prevent
waste, promote conservation and allow each producer in the
prorated gas pools of Northwest New Mexico the opportunity
to produce his just and equitable share of the reserves
underlying said gas pools, the provisions of the aforesaid
Rules 14(A) and 15(A) that provide respectively for the
cancellation of unproduced allowables and the shutting-in of
overproduced wells should be suspended for a period of one
year from August 1, 1968.

Now, I pick these findings to particularly
emphasize the situation that existed then., There was a
stronger demand for gas out of the San Juan Basin at that
time than there had been previously.

The demand had been met by overproducing certain
wells and those wells were in a substantially overproduced

So this case came on in August 14 of '68, and the
order issued August 20, '68 provided the right for the
operators and the purchasers to continue to produce gas from

overproduced wells without curtailment and, at the same time,

to continue to take gas from wells that were underproduced

J
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1 and attempt to make up uncancellable underaye that normally

2 would have been cancelled on August 1, '68.

. 3 The thrust of that nearinyg, the whole point of it

4 was to meet a growing and strengthening market demand.

5 Now, Southern Union was in support of that petition
6 and was in favor of the order as written. Nevertheless, we

y were not at that time sharing in the market that was

-meier -~

? ) strengthening to such a degree and the wells that we had that

i :; 9 were underproduced were becoming effectively more under-

; EE 10 produced by virtue of the greater total pool allowables that
o

i; a>

A B 11 | were being created.

12 The result of that order in a nutshell was to allow

13 the takers to meet market demand, a growing market demand and

e

14 be able to take takes out of the total pool, allowables are

NEW MEXICO 87103
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15 going to be increased and, as a result, those wells that are

:q«m

16 not sharing in the total market are going to suffer more and

17 more underage due to the thrust of the order that was

. 18 ilgsued,
&
i9 Now, 1in rebruary --
’ 20 Q Then to summarize that point, Mr. Heseltine, the
21 result of that order was to actually place the underprocduced

22 wells in the worst condition rather than in a better conditionp

. 4

23 A Insofar as those v . owauced wells are not ccnnected

24 to the drowing mark.t, that is correct.
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A That is correct.

Q By Southern Union wells, I mean those producers
connected. to your facilities, either the Gathering Company's
or Gas Company's.

A That is right. The Southern Union Gathering and
Southern Union Gas producers connected were not exposed to
the growing market. So the effect there was to continue to
grant them more allowables and increase their underage.

Q Then what was the next outstanding event that took
place with respect to rules?

A In February of '69, the Commission called a hearing
I believe that was February 19th, '69, and reviewed the
effects of the rules of suspension and elected to continue
that suspension as originally ordered until August 1 of '69.

Then on August 1 of '69, there was a balancing in
accordance with the rules as suspended August 1, '68, and that]
balancirj caught up the underage that had been accrued prior
to 1,/31/68 not wade up.

Q When you say "caught up," it was cancelled, was it
not?

A Right. Right,

THE WITNESS: Underage accrued to 1/31/68.

MR, NUTTER: That was underage accrued to what date?

Now, the next event in this chain of events that
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— -
1| we're trying to background here, February 4, 1970, Case

21 Number 4302, again an application for suspension of the
3| provision of Rules 14(A), 15(A) and 15(B), and February 20th,
4| 1970, in Order Number R-3923, the Commission issued an order’

5| subsequent in that case and, again, let me bring up two or

oa ‘ \ 6| three findings that the Commission set out in their order,

| L_ 7 R-3923, February 20, 1970, finding number seven,

" 'Eé 8| that thare has been and will continue to be for a period of

Fv :tr 9| time an extremely heavy demand for gas from said prorated
;; 10 [ gas pools, finding number eight, that there is a present and

- 2

11 | continued need for gas which cannot be satisfactorily wet if
12 | the aforesaid overproduced wells referred to in findings

13 | numbers five and six are not allow:d to continue producing,

NEW MEXICO 87103
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14 | and finding number eleven, that in order to protect

15 | correlative rights, prevent waste, promote conservation and
16 | allow each producer in the prorated gas pools of Northwest
17 | New Mexico the opportunity to produce his just and equitable

18 | share of the reserves underlying said gas pools, the afore-

19 | said Rules 14(A), 15(A) and 15(B) should be suspended for a
20 { period of one year from February 1, 1970.

21 The Commission ordered in accordance with those
22 | findings, again Southern Union was in support of that

23| petition and in support of the order as issued, but again

SPCCIALIZING N1 DE?OSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONVENYIONS
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the thrust of that cese was to meet a growing market, and

25| as far as the wells are concerned, that did not share in the |
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market, the neﬁ—éffect was to increase their underage, theilr
underproduction and underage subsequent cancellation,

9] At that hearing, Mr. Haseltine, there was mention
of a pending contract between Southern Union Gas Company,
Southern Union Gathering Company and El Paso Natural Gas
Company for the sale of substantial quantities of gas from
the Southern Union facilities to El Paso Natural Gas Company,

was there not?

A Yes, there was.

Q Had that contract been formally executed at that
time?

A At the time of the hearing, no, the contract had

not been signed. Generally, the contract had been agreed to.

Q Let's make this Exhibit 1 instead of 2.
A All right.
Q Was that contract subsequently in fact formalized

and entered into?
A Yes. On February 27, 1970, I believe is the date
hat coniraci.
Q I hand you a copy of what has been marked as
Exhibit L.
(Whereupon, Applicant's
Exhibit 1 was marked for

identification,)

Q And ask you if this is a copy of a contract to

which you have just referred.
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1 A Yes, sir, this is,
. 2 Q Did the contract, identified as Exhibit 1, require
- 3| approval of the Federal Power Commission?
4 A Yes, sir.
. [ Q And did you seek, did you receive, seek and receive
b ‘ 6| assistance from the New Mexico 0il Conservation Commission in
| _ 7| urging the Federal Power Commission to approve that contract? ;
D
[ E 8 A Yes, we did,
& ih 9 Q Was there any unusual features about the contract i
| E 10 | which had not theretofore, to their knowledge, been brought ]
" = 11 | before the Federai Power Commission?
b 12 A The outstanding one was, it was a limited term of
i 13 | agreement, It had three years, and it was required by the
? 14 | terms of the contract to end in three years without any
’ 15 | further approval by the Federal Power Commission.
’ ]

16 Q And by that, do you mean that those gas reserves
17 | would, at the end of the three-year period, be withdrawn from 1

18 | dedication to interstate cormerce? J

o

SPECIALIZING tM: DEPOSLITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONYVENTIONS
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19 A Yes, that is right, |
, 20 Q And revert back to the reserves available to
- 21 | Southern Union Gas Company and Gathering Company to supply
-y
22 | its intrastate market?
L 23 A Revert back to the intrastate market, yes,
S MR, COOLEY: Mark this, please,
&
2 B o B
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1 (Whereupon, Applicant's ]
& Exhibit 2 was marked for

2 identification,)
» 3 Q I had you what's been marked as Exhibit 2 and would

4| ask you to identify this, please,.

5 A This was the letter from the New Mexico 0il

6| Conservation Commission send to the Federal Power Commission

7| urging them to approve Gathering Company’s application for the
8| certificate which would allow us to sell gas under the terms

9| of this contract, Exhibit 1,

10 Q Was it the major thrust of that letter that approval

dearnley-meier

11 | of the gas sales agreement between the Gathering Company and
12 | El Paso would tend to protect correlative rights among gas
13 | oroducers in Northwest New Mexico?

14 A Yes. The letter stated, quoting just in part, that

15 | approval would be of great assistance to the New Mexico 0il

16 | Conservation Commission in performing its function of pro-

17 | tecting correlative rights,
18 Q Backing up just a moment, would you, rather than go %
19 | through this Exhibit 3 agreement, briefly outline the set-in |
20 | points contained in the gas sales agreement marked Exhibit 1
21 | between the Gathering Company and E1 Paso.

22 A Well, the contract just generally provided that for

" & - W W W W "W - -

23 | a period of three years, the Gathering Company would sell up

SPECIALIZING INt DE ?OSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS
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N 24| to fifty million a day, fifty million cubic feet per day of
»

25 |_gas that was not needed by Southern Union Gas Company for its |

H—
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t New Mexico markets. Now, this means that if Southern Union

2 Gas Company needs the das which New Mexico markets, it gets

4 that need, then Gathering Company has the right to sell it to
5 El Paso up to fifty million a day and, in fact, by agreement

‘ 3 first call on what's available. But if there's gas excess to
' 6 of both parties on any given day, volumes in excess of fifty

7 million per day can be sold under the adreement.

By
as
P g 8 0] Have volumes in excess of fifty million per day in
]
i ; 9 fact been sold in the agreement?
‘; = - »
= 10 A Yes., During the summer months when this thing
as>
¢« =

1 was operative, Gathering Company sold eighty and ninety millioﬁx

12 cubic feet per day at times under this agreement.

g

13 Q Is it primarily during the summer months that sales

e

14 under this agreement are possibly by reason of the fact that

NEW MEXICO 87103

FURST NATIONAL 3ANK BLDG, EASTeALBUQUERQUE, NEW MEXICO 87108

15 during the peak months, you require your own reserves to

16 sexve your own market?

17 A That is right. During the heating months when the

18 demand is high for gas by Socuthern Union Gas Company to

;,ﬁlg.,

SPECIALIZING 1Ny OE2QSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS
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19 serve its New Mexico markets, very little gas, in fact none
i 20 for many, many days, is sold under the agreement.
po 21 Q Well then, if I understand you correctly, the main

| 22 benefit to be derived from this, as fax as reducing underage

& 23 of wells connected to Gathering system's facilities comes
. 24 during the summer months.
#

25 A That is correct.
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Q Did you anticipate that you would receive full
benefit of this during the summer of 19707
A Yes, We signed the contract early in 1970, made

the filing early in 1970 and --

Q When did you make the filing?

A That filing was dated March 20th, 1970. We
anticipated that the thing would receive timely approval and
we could start gas runs coincident with the lessening demaad
in New Mexico for that gas,

Q Did you in fact receive speedy approval of this
agreement from the Federal Power Commission?

A No., Approval was not received until August 2nd,
1970.

Q Was this as a result of certain objections raised

by staff members of the Federal Power Commission?

A I guess that's right. I think it was foot dragging, |

and we felt that it was, all along,

We really were never able to define just what
problem they were having with it, and I have to believe that
they couldn't find it, either.

Ultimately, they got off the dime and gave us approva
nearing the end of the summer.

Q What was the result of the Federal Power Commission's

delay in granting approval to this sales agreement insofar as

reducing underage during 19707
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A We missed about three good months that we could run
fifty to ninety million a day to El Paso and reduce some
underage in the process,

Q Would that have been a substantial quantity?

A Yes, that would have been. Let's say we missed
fifty million a day for a hundred days, that's what, five

billion feet?

Q Yes, sir.
A wWhich essentially it all would have been underage.
Q Do you have anything further that you want to bring

forward with respect to the historical effects of what has
taken place to this point?

A I'd like to cover a little bit of the cancellable
situation through 1970 and I prepared a draft along those
lines.

Q I hand you what's been marked as Southern Union's
Exhibit Number 3.

{Whereupon, Applicant's
Exhibit 3 was marked for
identification.)

Q I hand you what's been marked as Southern Union's
Exhibit Number 3 and ask you to identify and explain what is
set forth thereon.

A This is a graph of the amount subject to cancella-

tion on those wells connected to Southern Union Gas Company and

Southern Union Gathering Company as that amount subject to
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11 cancellation changed throuygh the year 1970.
2 0 Was this graph or exhibit prepared by you or under
3| your supervision?
4 A Yes.
5 Q Proceed to explain it, please.
; 6 A First of all, I'd like to point out that there's
v 7! generally a pretty good downward slope, uniform downward
Snanen
s
as> 8! slope of this curve, This means that our own markets in New
=
.
:;- 9| Mexico have been growing. They are continuing to grow and,
= :
;; 10 | absent all these other things, we were catching up on some of
a>
- —]

11 | this cancellable underage beginning at the end of January,
12 1970, we were carrying about eleven point seven billion cubic
13 feet of underage on all the connections, wells connected to

14 | our systemns.

NEW MEXICO 87103
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15 Q et me interrupt again for the moment. This has to
16 | do with underage of all connections to Gas Company as well

17 | as Gathering Company, is that correct?

18 A That is correct. Right. By the end of December,
19 | this had been worked down to apout four point five billion

20 | cubic feet of underage. But now, there are two or three

21} findings in that curve that I want us to look at.

22 First of all, during the wmonth of February, there

23| was reclassification of a large nurber of wells from marginal

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS
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25| allowabples and underage situation of those wells was taken
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off the pooks, so there was about one point four billion cubic
feet of underage removed at that time, just simply due to
reclassification,

So had that reclassification not been in the picture,
we would properly have been looking at ten point -- let's call
it ten point twenty-five billion cubic feet subject to
cancellation at the end of January.

So this came down a little bit, as our market
required the gas and as we were-able to produce those
underproduced wells,

In the month of May, some of that that had been
reclassified was reinstated, and so you see a small increase
in the month of May of reclassification ~- pardon me -- of
cancellable allowables,

Q That's as a result of reinstatement of allowables
to wells that were classified marginal in February and
reclassified as nonmarginal in May?

A Generally, that's right. That's virtually true
for all of that.

Now then, again coming on down the curve through
the month of June and July, you see that general downward slope
which means we weive doing some catching up with our New Mexico
markets, but then from the end of July to the end of August,

we made a really substantial reduction in cancellable
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e
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1 and you'll notice that that is, by far, the greatest reduction

2 in any one month throughout the year.

3 Q How do you account for this substantial reduction
“)
4 in August?
?‘ 5 A August the 2nd was the date of certification by
- 6 the Federal Power Commission of the new sale to El Paso.
t 7 August 2nd was the date that gas got turned through that
S
. as
. a> 8 meter run., We were as ready as we could be, and started gas
=
1

9 running immediately within a matter of hours.

10 So August, the people that were dispatching the

dearnley

1u wells in the fields were turning all the gas they could possi-
12 bly turn into that El Paso connection to try to catch up.
13 Q Then I take it that the decline shown in August is

14 a graphic representation of what can be accomplished during a

NEW MEXICO 87103
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15 summer's month by efforts of Southern Union Gas Company and

16 El Paso Natural Gas Company through the auspicesa ' of the gas

17 sales agreement referred *o as Exhibit 1.

18 A That is correct. and this is the kind of reduction

-

19 we should have been making in May, June and July and had the

20 Federal Power Commission certificate of the arrangement at

21 an early time, then I feel that there's no Jdoubt of what we

SPECIALIZING IN: DEI?OSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS
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-
22 counld have made that same kind of reduction in total underage
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were faced with the increasing heating requirements and load
in our own market area, so we had to turn this gas back and,
of course, El Pasc was faced with billing its own total
deliveries during those months, too. 350 there was no catch
up available to us during the last four months of the year.

Q Mr. Haseltine, in your opinion, does the sale of
the quantities of gas referred to in the gas sales agreement
marked as Exhibit 1 in any way adversely affect Southern
Union's ability to meet its intrastate demand?

A No, not at all. Southern Union Gas Company, as an
intrastate utility company, recognizes that it has a very
real obligation to maintain reserves and deliverability for
its New Mexico markets and the purpese of this sale is to
sell off peak gas for a period of three years only, to catch
up with the difference between total markets that presently
exist between the major takers out of the basin.

This does not affect our total reservesor long-life
reserves for the intrastate markets of New Mexico.

Q All right, Mr. Haseltine. Does that conclude youxr
remarks with respect to what has taken place up through
February of 19707

A Yes, I believe it does.

0 Have you prepared an exhibit that reflects your

estimation and opinion as to the results that will occur with

| respect to underage accrued to Southern Union Gas Company and
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L_FOP will be cancelled effective Februarxy 1, 1971, as soon as

Gathering Company facilities and wells connected thereto,

depending on whether the present application is or is not

granted?
A Yes, I have a tabular exhibit that will show that.
MR, COOLEY: Mark that as Exhibit 4, please.
(Whereupon, Applicant's Exhibif
Number 4 was duly marked for
identification.)
Q I hand you what's been marked Exhibit 4 and ask

you if this is the tabular exhibit to which you just referred?

A Yes, it is.
Q Would you explain the matters set forth thereon?
AR First of all, this is the combined pictura of

southern Union Gas Company and Southern Union Gathering
Company connected wells. It's broken down by prorated pools,
Basin-Dakota on the left, out on the west, to Fulcher-Kutz-
Pictured Cliffs out on the right, and then the total column
of prorated pools.

And then the column on the far left identifies what
each line is.

First of all, this Lop line is the estimated
allowable subject to cancellation February 1, 1971. That's
two days ago,

Without *+he exception granted that we have asked forx

nhere this wmorning, the amounts shown in line one across the
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all the wonthly production data is in and available to the
Commission,

There will be a total of four billion cubic feet
cancelled. All of these numbers are m.c,.f. in the exhibits,
50 we have to add three zeroes mentally here if we are going
to talk about billion cubic feet.

The total that would be subject to cancellation and
presumably would be cancelled on February 1, 1971, would be in
excess of four billion cubic feet without a stay in this
balancing order.

Q And this ygas allowable will be forever lost to the
producers that have accumulated this underage?

A That is correct. That will be taken off their wells
and thrown back in the pot and they will get a little piece of
this.

Q Approximately what percentage, if this were
redistributed among all the wells in the pool, do you have an
estimation of approximately what percentage would be
reallocated to these wells?

A It would probably ke something in the order of five
percent to any given individual well that would lose ailowable
under this cancellation.

Q In effect, would lose approximately ninety-five
percent of their underage?

A Rignt. That is correct.
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Q Go ahead and procced then with the further
explanation of Exhibit 4.
A Now, let's look down at line three next. That's ths

estimated allowable that would be subject to cancellation
August 1, '71l, Again, if we have no stay in palancing ané
that is something in excess of seven billion cubic feet, so

if we proceed and let the rules be observed without an
exception, as we have asked for, there's going to be a total
of eleven billion plus cubic feet of allowable lost to the
producers who have had a right, and we believe should have a
continued opportunity to produce that gas. Seven plus four, a
total of eleven billion cubic feet subject to cancelliation
without a stay in balancing.

Now, line two and line four, is the cancellable
underage that we believe can be made up if we are granted a
stay in balancing for one year.

Now, of the four billion that's goiugy to be
cancelled February 1, we think we can make up something over
two billion. Of the seven billion --

Q et me interrupt at this point. Why can't yon make
up the entire four biillion?

A Some of the wells are not going to make it up.
Some of the wells are -~ I'm not going to say they are
marginal, but they are in the area where they might or might

not be reclassified marginal. 7They certainly will not make
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it up even though they produce 365 days a year,

o) I take it you mean they cannot produce their current
allowable, plus a substantial amount in eXCess of current
allowable?

A That is right, yes.

Q But you feel that you can reasonably expect to make
up approximately half of the underage that would be
cancelled today unless this application is granted?

A That is right, and this would bz with existing
facilities and this, I think, is a conservative number we'‘ve
not tried to pad. In fact, 1 think we can really bet it,
but this is all I'd like to stick my neck cut on and say we
can make it, but I do think we can make up that two point
billion there at the end of line two.

Q Is this based solely upon the gas saies agreemeant
benefit to be derived?

A Yes, This makeup has essentially all got to be run
through the El Paso connection.

Q Now, with respect to the allowable that is subject
to cancellation on August 1 of 1971, approximately what
amount of that underage do you believe you will be able to
make up?

A About one point eight billion in total there.

Something of over four billion can be made up with a stay

in balancing. We are lLlooking at --
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0 If the stay is extended for a period of one year?

A Extended for a period of one year, right., We're
looking at eleven billion that is subject to cancellation,

It can't all be made up, and I think that any that can be
made up reasonably can be made up within a year. I think
that's about four billion feet, something in excess of that.

Q In your opinion, Mr. Haseltine, do you feel that the
one year extension that's here requested will accomplish for
all practical purposes about all that can be accomplished
with respect to this underage?

A Yes, 1 think that one year, one good summexr's run
+o the E1 Paso connection will effectively get all that can
reasonably be expected to be gotten.

Q And that again is because the other seven million
is allocated to wells that cannot substantially overproduce
their current allowable?

A That is correct.

(o) So then, I know this is difficult for you, but in
your estimation, do you feel that a year hence, that you
could reasonably be expected to be repeating the performance?

A No. We foresee no need at all at this time that
where we -— there's no situation where we would want to come ba
in a year from now and ask for another extension., We think if
it can be gotten in a vear, we'll get it. I[f it can't, then

this is all that reasonably ought to be tried in this direction

e
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1 Q Now, in addition to the benefits that you have
" 2| explained that will flow from the gas sales agreement with
' 3} El Paso, has Scuthern Union Gas Company and Gathering Company
4| any other plans that would further tend to reduce the underage
b
5| accumulated to the wells connected to its facilities?
. . 6 A Yes. Again, let me emphasize that Exhkibit
_ 7| Number 3, the tabular exhibit -- I believe we did call that
oS3
; a> 8] three?
e
ba = 9 Q It is four.
! =
= 10 A Four, A1l right, Exhibit 4 pertained to our
= . .
¢ 11 | perforwance only with existing facilities,
” 8 o 12 Now, in addition to that, we have planned some
L& z -~
; & 5
8§ 3 13| additional six thousand horsepower, compressor horsepower
i I
'3 8 gg 14 | to be installed in the San Juan Basin this year,
 zs
(-
- » uo 15 " We probably have, in the San Juan Basin, between
P o oX
{ X g uw
¢ = b
§ §5 16 | fifteen and twenty thousand existing compressor horsepower,
T 2 Z_
b' § <3 17| and our plans are to add in the neighborhood of another six
s o X
L & i3 18| thousand. Some of that horsepower is on order, has been on
= g da
? < v
> 5: 19| order for several months. Some of it is scheduled for
: 2 %<
P g §Z 20 | delivery. Some of it is still tentative. We're not sure
x "o
£ oo
- = ?2 21} that we’ll put it in this year or next, but our plans right
w O <
sl o - 5
8 31 22| pow are along the lines of an additional six thousand horse-
Z 0z
, o 29
3 i gg 23 | power to handle gas out of the basin,
T I
£3° 24 Now, in addition to that, we've got quite a bit of
*
25| pipeline lubing that we have planuned for this year and some |




PAGE 25

1| additional pipcline lubing for 1972, ue'll be doing some
2 lubing on the Albuquerque 20-inch main line and some lubing

3! on the gathering trunks coming out of the Largo-Tapacito-

4] Jicarilla area, plus some additional minor lubing that is of
5| not this large size.
6 There's one other thing that we've got in wind and

4 that's development of storage area, underground storage in

-meier

an area that would serve our New Mexico markets and this
9 { would be normally loaded during the summer, during off-peak

10 months with additional gas and would be available to markets

dearnley

1" during winter, with the total effect that it's going to

12 increase total production by our connections, total movement
13 of gas out of the basin.

14 0 Now, Mr., Haseltine, the additional compressor

15 facilities and the pipeline lubing will have a particular prac-
16 tical effect on the productibility of the wells connected

17 to the facilities, will it not?

18 A That is right.
19 Q What is that then?
20 A Well, the effect will be some of these wells that

21 we are talking about that are sort of in the gray area that
22 can make up allowables but can't catch up underage, some of

23 those will catch up underage that we haven't put a number to
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A As we lower the line pressure, some of these
weaker lines are goiny to come up and catch up on the underage.

Q The obvious fact is that the lower the line pressure
the more the well can make?

A That is correct.

Q And the installation of storage facilities, 1
assume, would tend to level off their takes rather than make
them seasonal?

A That is right. It would have two effects, really.
You'd increase your total summer's load, and you would also,
in the wintertime, at least for let's say some of the
entire immediate heating season, you would still be able to
run gas to El Paso without taking storage out of the heating
months, which is an advantage both in summer and winter
weather.

Q Is there anything else you'd like to add to your
testimony, Mr. Haseltine?

A No, sir.

MR, COOLEY: This concludes the direct examination
of this witness, Mr. Nutter.
MR. NUTTER: Are there any questions for

Mr. Haseltine?
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1 CROSS_ EXAMINATION
2| BY MR. UTZ:
3 Q Mr. Haseltine, you mentioned storage would help

4| you out in that problem. Does Southern Unior have storage
5| area in ming?
6 A We've got two or three mapped out. We are starting

7 some title work to see what the ownership situation 3s, and

-meier

) the geologists plan, as soon as they can plan on the weather,
g;- 9 to go out to do surface work, and we'll follow that up this
= . .
:; 10 year with some core drilling to attempt to find some
as
. — ]

11 structures if all these steps continue to prove favorably
12| at this time.

13 Q Will this be down in the Albuquerque area?

14 A Yes. It will be close encugh to the Albuquerque
15 area that provides a muscle for the Albuquerque gas supply
16 situation.

17 MR. UTZ: That's all I have.

18 CROSS EXAMINATION

19 BY MR, NUTTER:
20 Q Mr. Haseltine, you wexre mentioning the order numbers
21 that the Commission had entered, and I don't think you did
22 | give the number of the order that was entered on February 19th,

23 of 1969. Wwhat was that order that continueda the
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25 A I don't know what that oxder was.
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B o \well, I can get‘zﬂ;t, I just thouyht tKat you
would have nad it.
A Our file is incomplete. rhere was an order issued,

I think it was a matter reviewed and then an order issued,
I believe.

MR. NOLAND: Mr. Examiner, I believe it was an
administrative.

MR. NUTTER: Just an administrative extension or
something like that?

MR. NOLAND: Yes, I believe so.

Q {(Mr. Nutter continuing) Now, Mr. Haseltine, you
indicated that this rapid decrease in the amount of underage
was effected during August when you turned everything on,
so-to-speak. Now, why did it level off so much then during
September and October? Had your local increase in demand
already taken effect in September that you'd have such a
leveling off effect?

A It was beginning to take effect, right. ©Now, the
only way that we can catch up is that Southern Union
connections supply gas for the ELl Paso market through that
El Paso connection. Now then, as E1l Paso or Southern Union
have to dispatch so that we cannot in effect displace their
own production, then there can e no catch up.

Total pools allowable simply increase. There has

to be a movement of gas from our reserves to displace gas
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t| that they ordinarily would have taken from their reserves

2| 1in order to play catch up; as the fall and winter months come
. 3| on, of course, you've got some load increase by California

4| which is demanding gas, too, in preparation for the winter,

5 So in total, effect is to pull everything out of
i : 6 the basin that can come out and there's no opportunity for

7! us to displace part of the gas that would otherwise have

|

e QD
'gé 8| come from El Paso reserves.

s it? 9 Q Well, I wouldn’t think there'd be enough difference
=
= 10 | in August and September to make the change. You reduced the
(- &)
-

11 | amount by two billion cubic feet in August --
12 A Right.

13 Q -- and in September, you reduced it by only two-tenth
14| of a billion which, to me, seems like a tremendous difference
15| there between those two months, and there's not that much

16 | difference in the weather during August and September.

17 A Well, you remember also in the summer, recent

18 | hearings, we talked about fluctuation of allowables that

19| don't exactly follow the fluctuation in demands. The allowable
20 | are cycling back and forth over the curve that represents
21} total takes and without looking it up, I suspect that

22 | September had some high allowabies dropping on these wells

23| as compared to the August allowables, so there wasn't much
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25 0 So_this would not reflect takes only then? =~ |
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A Not necessarily.
0 Takes against allowables?
A }ight., Right.

MR, COOLEY: It doesn't reflect any takes against
current allowables, Mr. Nutter. Only reduction in underage.

MR. NUTTER: Right. Are there any further
questions of the witness? e may be excused. Anything
further, Mr. Cooley?

MR, COOLEY: I have nothing further. I would like
to make a closing statement. Aztec Oil and Gas Company, I
believe, intends to enter an appearance in this case and
present testimony, so I pass the ball to them at this point.

MR. STARKZ: Thank you, Mr, Cooley. My name is
Joe E. Starkz. I'm a member of the Texas bar and
employée of Aztec 0Oil and Gas Company of Dallas, Texas.

I believe, Mr. Examiner, that you have written notic
of appearance of local counsel, Mr., L. C. White on our behalf.

MR. NUTTER: Yes, we do.

MR, STARKZ: May I proceed?

MR. NUTYTER: Yes.

MR. STARKZ: Thank you, Mr. Examiner. By way of
prefacing remarks, I would like to state tnat Aztec 0il and
Gas Company supports in its entirety the application of
Southern Union Gas Company and Southern Union Gathering Company

in Case Number 4494 now pending before this Commission.

[$]
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However, I 'd like to further add that Aztec 0il
and Gas Company has no overproduced wells which would be
affected by a suspension of Rules 15(A) or 15(B) and our
support of that part of the application is in the interest of
fairness, only., It being our position that relief furnished
on account of underproduction should be accompanied by
similar relief withk respect to overproduction; hcwever, our
economic interest is directly affected by that portion of
the application relating to the suspeusion of Rule 14(A) and
we  will, therefore, submit evidence to this portion of the
application only., In this regard, Aztec will offer only one
witness, Mr. Prentice Watts,

MR, HATCH: Will you stand and be sworn.

(Witness sworn.)

PRENTICE WATTS

called as a witness, having been first duly sworn, was
examined and testified as follows:

DIRECT EXAMINAT ION

BY MR, STARKZ:

Q Mr. Watts, for the record, will you state your

name, please,

A My name is Prentice Watts,
Q And by whom are you employed and in what capacity?
A I'm employed by Aztec 0il and Gas Companv., I'm

| Vice President in charge of Production and Engineering.,

e
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Q Have you testified before this Commission on prior
occasions with respect to matters which come within the scope
of your supervision in your present position with Aztec 0il
and Gas Company?

A Yes, I have,

MR, STARKZ: Mr. Examiner, are there any questions
with regard to this witness's qualifications?

MR. NUTTER: No, sir. He's qualified.

MR, STARKZ: Thank you, Mr, Examiner,

Q Mr. Watts, as Vice President and Manager of
Production Operations for ztec 0il and Gas Company, are you
familiar with the application made by Southern Union Gas and
Southern Union Gathering Company in Case Number 4494 now
pending?

A Yes, I am,

Q Will this application affect Aztec 0il and Gas
Company's interest?

A Yes, it will affect Aztec, but principally with
respect to that portion of the application which requests
the suspension of Rule 14(A).

Q And how would the granting of that portion of the
application with reference to the suspension of Rule 14(A)
affect Aztec's interest?

A Well, Aztec owns and operates sixteen wells now

connected to the Southern Union Gathering Company system which |
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are greatly underproduced@. Now, this underproduction from
these wells totals about one billion seven hundred million
cubic feet.

Q Now, an estimated nine hundred and twenty-one
million cubic feet of that amount is subject to cancellation
right now in this current proration périod which started the
day before yesterday.

MR, COOLEY: Mr., Exsminer, wasn't it & hundred
and twenty-nine cubic feet?

THE WITNESS: Nine hundred twenty-one million cubic
feet,

Q Mr. Watts, have you prepared an exhibit which will
show these particular wells to which you refer and their
totals underproduction?

A Yes. Our Exhibit Number 1 lists the sixteen under-
produced wells. I mean, we do have some other underproduced
wells, but this exhibit includes only underproduced wells that
are capable of making up some back allowable.

MR. STARKZ: Mr, Examiner, will this please be
identified as Aztec's Exhibit Number L.
(Whereupon, Aztec Exhibit
Number 1 was marked for
identification.)

Q Now, Mr. Watts, I bellieve on this aExhibit 1 where

we show the columns of numbers, those numbers indicate m.c.f.

or thousands of cupic feet, is that correct?
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A Yes., To explain this exhibit, the first columm
shows the amount of gas that is immediately subjcct to
cancellation,

The second column indicates the amount of
production, underproduction that would be carried forward into
this current proration period and could be made up during this
current proration period.

Now, the third column of figures is the total
underage attributed to each well as of January the 31lst of
this year.,

Q Now} Mr. Watts, does this list which is shown on
Aztoc's Exhibit Number 1 necessarily purport to cover all of
Aztec's wells or interest in wells that would be affected in
this hearing or only those that are principally affected?

A Only those that are principally affected and capable
of making up some underproduction,

Q Mr, Watts, would you explain to the examiner how
these wells came to be underproduced to the extent as referred
to in Exhibit 17

A All of these wells are underproduced generally
because of the lack of a sufficient and consistent market
for their allowable production, Prior to August of 1970 --
now, when I say, 'consistent market,” I mean a seasonal market,
This underproduction was definitely not due to the inability

of the wells to make its allowable., In fact, during the summer
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months of 1970 and prior to that, even during the summer
months, many of the wells were shut-in for an entire month
because of lack of market or the seasonal demand on the
Southern Union system.

0] Now, Mr. Watts, you've stated that these wells are
uncéderproduced, have accumulated underage on account of market.
Do they presently have a market which would permit them, 1if
this pending application is granted, to make up their underage?

A Yes. As Mr. Haseltine has stated, a number of
wells that were connected to the Southern Unicen Gas Company
system were changed in the Southern Union Gathering system
so that the wells could have a moxe favorable marketing
opportunity; that is, these wells would be able to produce
through the Southern Union Gathering system into E1l Paso
Natural Gas Company's market, principally a California market.

Now, that increased market is, you know, not
nearly as seasonal as was the Southern Union Gas Company
market. Accordingly, the wells thus changed from the Gas
Company to the Gathering Company have, for the past six
months anyway, enjoyed a markaet that was adequate to permit
production of its current allowable as well as making
agditional gas that would reduce the underprocuction status
of many of those wells.

Q Then, Mr, watts, 1is it your testimony that each of

these wells are connected to 3outhern Union Gas Company's or
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Southern Union Gathering Company's lines as was previcusly
testified to by Mr. Haseltine?
A Yes, that's correct.
Q Now, Mr, Watts, can you go into greater detail with

respect to some of the individual wells which are shown on
your Exhibit 1 to show what has taken effect with respect to
those wells on an individual basis prior to the first of
August, 1970, and subsequent thereto?

A Well, I will not go into detail on all of the wells,
but I have prepared three exhibits here,

MR, STARKZ: Mr. Examiner, can these be identified
as Aztec's Exhibits 2, 3 and 4.
(Whereupon, Aztec's Exhibits
2, 3 and 4 for marked for
jidentification.)

Q Now, would you explain what Exhibits 2, 3 and 4
purport to show, Mr, Watts.

A Well, these three exhibits detail by months, since
August, 1969, production and allowable data from three of the
sixteen wells that we have listed on Exhibit 1.

Now, the purpose of these three exhibits is to
illustrate the capability of the wells, the erratic nature
of production prior to August of 1970, and the allowable
status,

Let's use Exhibit Mumber 3 as an example and 1'11

|__go _through it. The others are very similar and are_typical |
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1{ of the other wells.
2 Column one in Exhibit 3 is the allocation or the
. 3| monthly allcwable as assigned to the wells.
1
4 Column two is the production for each c¢f the months
§| from this particular well, Cane Number 9, in the Basin-Dakota
Py 6| Pool.
;_ 7 Column number three is merely showing the difference
b as
{ E; 8 | either over or underproduction on a monthly basis of its
L}
11 g;‘ 9 | allocation when compared to production. Now, column number
! =
;; 10 | three is the amount of gas subject to cancellation for this
b >
11 | particular well. Incidentally, this is the grcatest that we
-
» s 3 12 | have of all the sixteen wells.
) z -
$ 3
8 S 13 Q When you say "the greatest," you mean --
H : s
P v :2 14 A The greatest underproduction.
3 25
§s ¥ g; 15 Q -~ greatest accumulated underage, is that correct? ]
b ] g 94
i ' = b3 . .
3 g 35 16 A Yes. The fifth column is just a figure showing
L3z
i § %% 17 | accumulated underproduction during the past eighteen months,
O 4
g gu
‘ g §§ 18 | and the last column is its current status of underproduction.
’ % s
- §; 19 Now, take particular note, look at May, June and
; g 10
N & oW .
P T 8% 20| yuly of 1970. You will notice the well was shut-in for
*r " qa
w X g
Z Om
; £ ?g 21 three months there, due to the seasonal demand and lack of
I
& 2 22| parket. The same thing happened in August and September of
z 02z
- ¢ 22
: & 2 < 23 '69 and, that, of course, happened in previous years, too,
3§72
< I
g §% 24 Now, note production since August of 1970. 1In all
25} six months, the well has overproduced its allowable by
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substantial amounts and thus decreased its underproduction
status.

O Now, Mr, Watts, you have just indicated that this
particular well has accumulated more underage than any of the
other wells which are operated by Aztec 0il and Gas Company.
Based upon this pExhibit Number 3 and the well's performance,
particularly during the months of August, September and
Qctober of 1970, do you feel like that if the Commission
should grant the pending application, that the total underage
as to this well could be all made up or substantially all
made up between now and February lst, 19727

A Yes. For example, this well averaged a million
six hundred m.c.f. per day during last year when it produced.
But now, just using that as a nominal capacity of the well
and assuming it can produce the majority of 1971, it will
produce as many as five hundred and sixty thoussand m.c.f. or
five hundred sixty million cubic feet.

We estimate its allowable will be approximately
half of that during 1971 and it will be capable of overproduc-
ing that amount which would just about cover its underproduced
status as of the first of this proration periocd.

0 Mr. wWatts, with respect to Aztec's Exhibits 2, 3 and
4, again, I believe that eacn of the figures is representative

of m.c.f., or thousands of cubic feet.

A Yes, tnat's crue.
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O 50 that actually, when you sce the total figure of
underayge accumulated with respect to the Cane Number 9 well
as indicated on Exhibit 3, that is two hundred sixty-five
m.c.f. or two hundared sixty-five million feet of aczcumulated
underage?

A Yes.

Q Would you care o proceed and tesify with respect
to Exhibits 2 and 4. I think you adequately covered 3.

A Without going into detail on Exhibits 2 and 4, they
are very similar. Again, I will call your attention to the
fact that since August, 1270, these wells have substantially
overproduced their monthly allocation and are again r2aducing
theix producible underage.

0 Mr. Watts, with respect to all of the wells listed
herein and all of the wells with respect to which Aztec 0il
and Gas, and accumulated underage, is it your opinion that
these wells are capable of producing all of their current
allowables?

A Oh, vyes. They are certainly capable of that.

¢ Now, in the event the Commission should see fit to
grant the pending applicaticn, is it your opinion that these
wells in addition to producing their current allowables will
be able to produce all or substantially all of their
accurmlated uanderayce?

n Yes., In my opinion, cach of these wells can make
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up or at least a substantial portion of their underproduction
within the next yecar, if this application is granted.

Q A1l right, Mr. Watts, in the event this application
is not granted, how would Aztec 0il and Gas Company be
affected?

A Well, of course, we would suffer cancellation
immediately of an allowable of some nine hundred and twenty-one
million cubic feet.

Q Will you put--

A But now --

Q Will you put it down in pencil down and see, in
dollars and cents, what that‘would represent to Aztec 0il and
Gas and to its royalty owmers,

A This value has been placed at approximately
$138,000, so Aztec 0il and Gas Company would suffer a monetary
loss there,

Q Now, Mr, Watts, if this application should be
granted, in your opinion, would the increased production
during the next year from these wells adversely affect their
producing capabilities for the life of the reservoir or any
other wells in the area to the extent that reservoir waste
would occur, in your opinion?

A No, I don't believe so.

Q In your opinion, how do you feel that correlative

rights would be affected by the granting of this application?
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A Well, of course, correlative rights are not going
to be affected, I don't think, In fact, only by overproductior
of these underproduced wells will correlative rights be
really protected for all parties involved.

Q Would you amplify that with respect to the under-
produced wells?

A Well, that's really what I'm referring to. These
underproduced wells have not been allowed to produce their
allowables, They were not able to sell it because of market
conditions, so now, by being allowed to overproduce and make
up this underproduction, correlative rights will be protected,

Q Then is it your opinion that correlative rights
would be protected by the granting of this application?

A Oh, vyes,

Q Mr. Watts, were each of these four exhibits which
have been submitted here prepared by you or under your
supervision?

A Oh, yes.

MR, STARKZ: Mr., Examiner, Aztec would like to
offer into evidence its Exhibits 1 through 4.
MR. NUTTER: Aztec's Exhibits 1 through 4 will be

offered in evidence.

(Whereupon, Aztec's Exhibits
Numbers 1 through 4 offered
into evidence.)

MR, STARKZ: T have mno further questions for this.
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witness, pdMr. Gxaminer.
MR. NUTTER: Does anyone have any guestions of
Mr. VWatts~?

CRO55 LEXAMINATION

LY MR. UT%:

Q Mr. Watts, the sixteen wells listed on your Exhibit
Number 1, are they all connected to the Gathering Company
or the Gas Company?

A Well, they were connected tc the Gas Company. They
are all Gathering Company wells now,

G I see. Now, the underage that you say that you
can make up here, is that all attributed to the wells now
being connected to the Gathering Company?

YA Yes.

Q Does Aztec have any wells connected to the Gas
Company now that will be able to make up underage?

A Yes, we have some, but most of those that are still
connected to the Gas Company are pretty well in balance right
now.

Q I see, But this application will help wells
connected to the Gas Company to make up cancellable underage
as well as those connected to the Gathering Company will make?

A Oh, yes. 1t certainly will. As a matter of fact,
Aztec has interest in wells that we do not operaxe that are

connected to the Gas Company that do carry an underage and
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I suspect those wells will be able to benefit from the

continuation of the existing suspension,

]

Q But this exhibit does noi represent all of the welly

which you feel will make up underaye, some of the worst?

A This exhibit represents the best wells, those that

we have little doubt that it will make up the underagc.

Some of the other wells are in the gray area. If line

pressures are lowered through coapressor installations, they

will make up some of their underage.

MR, UTZ: That's all I have,

MR. MNUTTER: If there are no furthexr questions,
witness may be excused. Do you have anything further,
Mr. sStarkz?

Does anyone have a statement?

MR. COOLEY: I have a short statement,
Mr. Examiner. No more testimony.

MR, NUTTER: Does anyone have anything they wish
to offer in this case at this time?

MR, COOLEY: Mr. Examiner, Southern Union Gas an
Southern Union Gathering Company would at this time offer
into evidence its four exhibits,

MR. NUPTER: Southern Union's exhibits will be
admitted into evidence.

(Whereuwvon, Applicant’s

oxhibits 1 through 4 were
admitted into evidence.)

the

d
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MR. COOLEY: As 1 stated previously, I would like
to make a brief closing statement with resvect to this case.

Although on two previous occasions, applications
by El1 Paso Natural Gas Company were made of a very similar
nature to that which we have before the Commission hexe today.
However, in those cases, the main thrust there was with
attention to the overproduced wells and the drastic adverse
results that would occur to primarily El Paso's ability to
meet its market ‘demand if the high capacity overproduced wells
were shut-in as required by the rules.

By this, I mean to say that -- I don't mean to
say however that underproduced wells are completely ignored,
but the main thrust of the case, the two cases praesented
heretofore have been directed towards allowing already over-
produced wells to continue to overproduce.

As testified and as is a matter of record before
this Commission, Southexn Union Gas Company and Southern Union
Gathering Company supported this Commission in those applica-
tions because, certainly, everyone wants to see part of the
demand met. However, here, the main thrust of the case finally
becomes that of: What is the plight of the underproduced
operator? And the main thrust of this case is towards
alleviating the inequitable result that has occurred to those

operators, through no fault of their own orxr, for that matter,

| no fault of 3outhern Uniorn Gas Company or Gathering Company.




-meler

dearnley

SPECIALIZING INt DEU'QSITIONS, HEAR.NGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

NEW MEXICH 87103

HET NATIONAL BDANK BLDG. EASTeALBUQUCRQUE, NEW MEXICO 87108

Y SIMMS BLDG,e 2.0, BOX 10929 PHONE 243-6691¢ ALBUQUERQUE,

10

11

12

13

14

15

16

17

18

19

21

22

23

24

25

race 45

There simply was not available market to really caryy takes
between the two pipelines.

Now, through the cooperation of the two major
purchasers in the area, we have it within the power of both
companies to bring these wells into balance, insofar as their
producing capabilities will permit, and as I'm sure the
Examiner is aware, an overproduced well continues to be over-
produced undexr the rules forever. It must eventually face
some day of reckoning.

However, 1f these underproduced wells are not
granted relief here, they are forever going to lose very,
very substantial huge sums of money and their fair share of

the reserves in these various pools and we, therefore, -- as

we", Southern Union as the carrier and purchaser from these
operators and as their spokesman -~ urge this Commission to
allow these operators the opportunity to produce their f£2ir
share of the gas in this pool insofar as their capabilities
permit.
I think that those perimgiers of capability have
been rathexr closely outlined in Mr. Haseltine's testimony.
MR. NUTTER: Thank you. Any further statements?
MR, RANEY: Mr. Examiner, I am D. H. Raney of
Bl Paso Natural Gas Company. Mr. Cooley stole a substantial

vortion of my closing statement, so I suffice it to say that

E1l Paso Hatural Gas Company suppoxrts the application of
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soutnern Union Gas Company and southern Unior Gathering
Company for suspension of Rules 14 (A), 15(A) and 15(B) fox
Northwestern New Mexico, promulgated by Order R-1670, and
urge that the application be granted.

MR, NUTTER: Anyone else?

MR, HATCH: The Commission has received a telegram
of Tenneco Oil Company for support of the applicant in this
case and a letter from Mobil Oil Corporation offering no
objection.

MR, NUTTER: Thank you, Mr. Cooley. If there's
nothing further in this case, we'll take the case under

advisement and take a ten-minute recess,.
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Aztce 0il & Gas Conpany
Estimated Allowable Status on January 31, 1971
For Wells Carrying Cancellable Allowable

Exhibit No. 1
Case No, Llioh

Allowable Net
Cancellable To Carry Allowable End
Allowable Forward of January 'T1
ML~ Mc = Mc =
Basin Dakota
Aztec #7 8,931 L7,403 56,33k
Cain #9 167,950 97,k62 265,12
Cain 712 33,837 20,027 53,864
Hanks 711 62,946 76,843 - 139,789
Hubbell "A" 71 38,698 8,089 46,787
Hughes #2 862 72,046 72,908
McClanahan 51k 119,120 69,833 188,953
McClanahan ;16 64,505 75,816 140,321
McClanzhan #19 123,558 L 91,323 214,881
McClanahan 720 95,395 53,943 149,338
Nevman "A" 78 108,215 80,146 188,361
Newman "C" #% 26,497 36,793 63,290
Read 21 59,848 59,373 119,221
Field Total 910,352 789,097 1,699,459
Azbec Pictured CLiffs
3 : Hare #7 1,863 8,k17 10,280
; ~ Reid #7 3,980 5,465 9,15
- Field Total 5,843 13,882 19,725
Fulcher Kutz Pictured Cliffs
Hubbell 71 5,177 9,317 1k, gl
Total All Fields 921,382 812,296 1,733,678
‘,BEFQRE EXAMINES Ny , Aztec Oil & Gas Company
H :

POOTONGRR T




Status of Underproduction
Mzsec 011 & Gas Company
Aztec #7 - Basin Dakota Pool

+ Cver Suoject to Accumulated Underproduced
Allocation Production (Under) Cancellaution Underproduction Status
Auvgust - 1969 9,588 0 (9,588) 288,920 9,588 298,508
September 19,187 10,618 (8,569) " 18,157 207,077
Cctober 30,862 28,396 (2,466) " 20,623 309,543
licverber 32,038 51,830 +19,792 269,128 " 289,751
December 41,003 66,265 +25,262 2k3,866 " 264,489
Janvary - 1970 38,166 65,016 +26,850 217,016 " 237,639
Februvary - 1970 26,903 58,818 +31,915 185,101 20,623 205,724
March 37,626 48,736 +11,110 173,991 " 194,614
April 21,693 33,028 +11,335 162,656 " 183,279
May o4, 7h3 0 (24,743) " 45,366 208,022
June 13,489 11,452 (2,037) " L7, 403 210,059
July 12,338 14,933 + 2,595 160,061 " 207,46k
August - 1970 12,906 sk ,32% +41,Lk20 118,641 47,403 166,044
September 30,630 54,227 +23,597 95,0hL " 2 by
Octover 22,681 55,540 +32,859 62,185 " 109,588
November 26,983 54,288 +27,305 34,880 " 82,283
Decenber 37,295 50,089 +12,794 22,086 L7,403 69,489
January - 1971 36,845 50,0C0% +13,155% 8,931*% b7 Lo3% 56,334%
¥Estimated
T ! c il & Gas C
PTEORE EXAMINER NUTTER ! Bainit Tor o omeany

Case No. i4lioh

LEPVATION
EXHISIT NO, &=




Status of Underproduction /L} e
Aztec 0Oil & Gas Company
Cain /9 ~ Basin Dakota Pool
+ Qver Subject to Accunulated Underproduced
Allocation Production (Under) Cancellation Underoroduction Status

August - 1969 10,055 . 0 (10,055) 360,208 10,055 370,263
Septenber 20,093 0 (20,093) " 30,148 390,356
Octobver 32,319 11,031 (21,288) " 51,436 411, 6hkL
Noverbver 33,550 6L ,u68 + 30,018 329,290 ) ‘ 380,726
December 42,939 58,803 + 15,369 313,421 " 364,857
January - 1970 40,C01 51,621 + 11,620 301,801 " 353,237
February - 1970 24,48 47,866 + 23,418 278,383 " 329,819
March 34,241 37,857 + 3,616 27,767 " 326,203
April 19,755 20,125 + 370 274,397 " 325,833
May 22,533 0 (22,533) ; 73,969 348,366
June 12,271 0 (12,271) " 86,240 360,637
July 11,222 0 (11,222) 97,462 371,859
August - 1970 11,737 46,607 + 34,870 239,527 97,462 336,989
Septenber 27,893 bl 243 + 16,350 223,177 } 320,639
October 20,648 46,336 + 25,688 197,489 " 294,951
Noveiber 2k, 554 4l 683 + 20,129 177,360 - 274,822
Decerioer 33,936 38,373 + 4,437 172,923 97,h62 270,385
January - 1971 33,527 383500* * )“‘>973* 167 :950* . 97>)‘l'62* 265 ,L{—l2*
*Estirated ‘ Aztec 0il & Gas Company

o S, Exhibit No. 2
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Status of Underproduction
Aztec 0il & Gas Comrany
MeClanahan #16 - Basin Dakota Pool
+ Qver Subject to Accunmulated Underproduced

Allocation Production (Unceor) Canceilation Underoroduction Status
Avgust - 1969 7,226 Y (7,226) 222,36k © 7,226 229,590
Septerber 14,608 0 {14,6¢8) " 21,834 2klk 108
October 23,426 2,775 (20,721) " 12,555 26k,919
Novemocr 24,391 40,608 + 16,217 205,147 " 2u8 702
December 31,217 Ly 6504 + 13,387 192,760 v 235,315
January - 1970 28,890 L, 014 + 15,12L 177,636 " 220,191
Feorvary - 1970 19,291 39,123 +19,832 157,8Ch k2,555 200,359
March 27,129 32319‘}4‘ + 59065 152,739 39,337 192’076
April ‘ 15,684 16,328 + ol 152,095 " 191,432
May 17,889 0 {17,889) " 57,226 209,321
June 9,712 0 (9,712) " 65,938 219,033
July 3,878 0 (8,878) " 75,816 227,911
Auvgust - 1970 9,281 40,611 + 31,330 120 .765 75,816 195,581
September 22,141 36,47 + 14,306 106,459 Y 182,275
October 16,377 36,187 + 19,810 86,649" " 162,465
Novenber 19,452 34,157 + 14,705 ' 71,944 " 147,760
Decerioer 26,879 30,374 + 3,495 68,149 : 75,816 1hL,265
Januvary - 1971 26,556 30,5C00% +  3,0hL* 6h,505% | 75,816% iko,321%
*Bstimated

i——y Aztec 0il & Gas Company
e I - Exhibit No. k&
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A~ Y v I AN
GAS SALLES AGREL

THIS AGREIMENT, made and entered into this _27th day of

February ., 1970, by and between SOUTHERN URITON GATHERING CCMPARY, o

Delavare corporation (hereinafter referred to as "Seller") and EL PASC
NATURAL GAS COMPAYY, a Delaware corporation (hereinafter referred to as
"Buyer").
WITNESSETH THAT:

WHEREAS, Sellier is the Lessee, for a term co-sxtensive with the
term of this agreement, of natural gas gathering lines, systems and faci-
lities foxr the gatnering of natuvral gas Trom wells producing from the
Pictured CLiffs, Mesaverde and Dakota Formations in San Juan County, New
Mexico, {such leased gethering lines and facilities being herein refer-
red 10 as the "Scller's Gathering System") and Seller is desirous of
selling to Buyer such voluxes of natural gas in excess of thet sold to
others as way be necessary to effectuste a -ratable withdrawal of gas from
valls comnected to Seller's Cethering System with withdrawals of gas frem
wells connected Lo Buyer's gathering system in the came avea; and

WHEREAS, Buyer desires to purchase gas produced from wells connec~
ted to Seller's Gatuering System t0 elffectuate the aforesaid purpose of
rateble vithdraval of gas from such wells end for the supply of Buyer's
rarkets:

v

NCW, TIENFPORE, in consideration of the prerdses and of the reciv-~

A

rosal covenants snd agrecrents hereln conteined, Seller and IFoyer have

acrecd end do here row agrec as Follows:




1.

GOVERNMENTAL APPROVALS

Section 1. It is nutually recognized that, prior to commencerent
of gas deliveries under this agreement, it will be recessary for Seller
to obtain from the Federal Power Commission an appropriate certificate
of public conveniencc and necessity authorizing performance by Seller
of its obligations hereunder. Promptly after the date hereof, Seller
will make and prosecute to final dispoasition its application to the
Federal Power Compission for issuance of such a certificate, and Seller
shall furnish Buyer with a copy of &1l notices, communications and otner
data that Sellexr may receive from the Commission with respect thereto.
If, on or before ome hurdred twenty (120) days from the date of this
» Seller hes not received such o cortificsote of public convens
ience and necessity, limited to a term coextensive with the term of
this agreemert and otherwise in form and substance accepiable to Seller,
it being understood that Seller may refuse to accept any tendered certi-
ficate containing terms and conditions unacceptable to Seller, then
elther party may thereafter, while this condition shall continue, termi-
nate this agreement by written notice given to the other.

Section 2. Promptly after execution hereof, Seller shall request
each projducer that will be selling gas to Seller for resale in part to
Buyer hereunder 0 make an application to the Federel Power Commission
for a certificate of public cornveniennc and necessity authorizing sales

of ges to Ssller for resale in part hereunder. If, after Seller shall

have recelved a certificate of public coavenience and necessity from




the Federal Power Copmmiscion euthorizing salces of gas hereunder, Seller
shall determine that it is unable to proceed with sales of gas under this
agreement by reason of failure of <he individual preducers to obtain and
accept certificates of public convenience and necessity authorizing well-
head sales of gas to Seller, then Seller may at any time prior to commence-
ment of gas deliveries hereunder terminate this agreement by written notice
to Buyer.

Section 3. Within thirty (30) days after Seller shall have received
a certificate of public convenience and necessity from the Federal Power
Commission, authérizing sales of gas hereunder, limjted to a term coex-
tensive with the term of this agreement and otherwise conteining terms
and conditions acceptable to Seller, the parties shall effect the cnnnec-
tion of their respective facilities at the herein specified point of
delivery, and Seller shall commence deliveries of gas hereunder to Buyer,

II1.

AGREEMENT TO SELL AND PURCHASE

Section 1. Seller sgrees to sell and déliver to Buyer. and Buyer
agrees to receive and purchasc from Seller such volumes of natural gas
(not 4o exceed on any one day S0 M.M.C.F. of gas without Buyer's consent |
first being had) produced from wells connected to Seller's Gathering System,
which, when added to the volumes of naturel gas being sold by Seller to
others from time to time, will enable the Seller to witﬂdraw gas from
the Pictured Cliffs, lMessverde and Dakote wells in San Juan County, New

Maxico, connected te Seller's Gethering System on no less than the ssme

basis of ratable withdrawal being precticed by Burer with respect to




other wells producing from said formations in sald county and comnccted
to Buyer's gathering facllities vithout any unnec2ssary or unreasonable
differcnce in treatment being accorded to Seller's sources of gas at any
time. ALl withdrawals of gas from the aforesaid w2lls chall at all times
be kept in reasonably close balance according to such principles of rata-
ble withdrawal, apnd Buyer's purchase of gas from Seller heraunder shall
be such that any overage or underage on any Februsry lst or August 1lst
during the term hereof in withdrawals from wells connected to Seller's
Gathering System may be adjusted and absorbed within a period of six (6)
months thereafter. HNothing herein shall limit the volumes of gas avail=-
gble to Seller {rom wells connected to Seller's Gathering System that
Seller way make available apd sell to others than Buyer from time to
time,

Section 2. Seller reserves the continuing right, prior to the deli-
very of gas to Buyer hereunder, to remove and extract therefrom all gaso-
line and other liquid or liquefiable hydrocarbons, but any gasoline or
other ligquid or liquefiable hydrocarbon content of the gas after it is
passed into Buyer's lines at the point of delivery shall beccme the pro-
perty of Buyer without payment of any additional compensation therefor.

Scetion 3. Gas to he delivered hereunder shall be at such pressure
as will permit delivery of the gas ipnto Buyer's pipeline, but Seller shall
not be reguired ©o deliver the gas at any pressure in excess of five hun=-

dred (500) p.s.i.g.

TTT
aade

POINT CF DELIVERY

Deliveries of gas hereunder shall te made bto Buyer at a mubuslly

wipee




sgrecable point of comiection belween the facilities ol Seller wnd Buyer
in the SB l/h of Section 27, Towaship 29 N, Renge 11 W, N.M.P.M., San
Juan County, New Mexico, and the parties may in writing agree upm the
delivery of gas under this agrcement at ahy alternate or additional loca=-
tiops on Seller's Gatlhering System. OSeller shall Le responsible for the
safe conduct and handling of gas until it reaches the point of delivery
at which point, title to such gas as well as the responsibility for its
safe conduct and handling shall pass to Buyer. Each party heretc shall
maintain the facilities owned by it in good safe, efficient operating
codition and repair.
Iv.

HMEASUREMENT

Section L. ‘lhe sales wnlt of Lthe gas deliverable hereunder shall

be one thousand (1,000) cubic feet (1L M.C.F.) of gas.

Section 2. The voluxe or gas delivered hereunder shall be deter-

mined as follows:

(a) The unit of volume for all purposes hereunder shall be one
cubic foot at a temperature of sikity degrees Fshrenheit
(60°F.) and =t a base pressure of 15.025 pounds per square
inch absolute, and the readings and registrations of the
metering equipment herein provided for shall be computed
into such uwnits in accordance with specifications prescribed
in Gas Measurement Report No., 3, dated April, 1955, of the
American Gas Association.

(o) Having due regard for the difference in altitude and loca-
tion of the delivery point, it is agreed that the average
atwospheric pressure at the point of delivery for the pur-
pose of calculation of measurements hereuvnder, shsll be

taken to be 1l.4 pounds ver seuare inca.

(¢) The temperature of the gas passing the meters shnll be as=
sumed to be sixty degrees Falrrenhelt (6G°F. ) unless and
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until either party elects to iunstall and thereafter main-
tain and operate a recording thermomster so instaslled thatb
it may properly record the tempeorature of the gas flowing
through the meter of S2ller, in which cvent the arithmeti-
cal average of the terperatures recorded during each rmeter
chart pericd shall be used in computing gas volumes for
such period.
(d) The specific gravity of the gas delivered hereunder shell
be determined by spot test made with an instrument of stan-
dard manufracture accepizble to the parties. The specific
gravity of the gas delivered hereunder shall be deterwined
as frequently as is found necessary in practice to insure
accurate measurement. Each test shall determine the speci=~
fic gravity to be used in computation for the measurement
of natural gas delivered until the next succeeding test.
Section 3. It is agreed that if by reason of valid law, order or
regulation, there shall be prescribed as to any gas delivered hereunder
any basis for measurement or computation of gas volumes differing from
that set forth above in this Article IV, then the applicable prices set
forth and/or provided for herein shall forthwith be adjusted and corrected
to compensate for the change(s) thus effected in the basis of measure-
ment or computation of volumzss of gas delivered hereunder, it being the
intention of the parties that no change so.effected in the basis of
measurement or computation of gas volumes shall ir any way affect the
totgl price to be paid for volumes of gas delivered hereunder.
Vl
METERS
Section 1. All gas delivered to Buyer hereunder shall be measured
by means ¢f mevers of standard type which sheall be installed, operated
end maintained by Seller, together with all sppurteunant field cguipment

necessary to accurately measure and record the volumes of gas delivered.

Such meters shall be placed in Seller's delivery line at & point to be

wf




determined by teller as near as may be practicable (o the point of dell-
very hereunder. Such meters shall at all reasonable times be subjeet to
check, test and inspection by Buyer's representatives in the preseuce of
a representative of Seller, but the reading, calibrating and adjusting
thereof and the changing of charts shall be done only by Seller. %The
records from such measuring equipment shall remain the property of Seller,
but upon request Seller shall submit to Buyer its records and charts,
together with its calculations therefrom, for inspection and verifica-
tion, subject to return by Buyer within twenty (20) days after its re-
ceipt thereof. Ail such charts and other similar records {or micrnfilm
copies thereof) shall be preserved by Seller for a period of at least
five (5) years.

Section 2. Seller shall keep all meters and otner measuring equip=-
ment installed by it hereunder in geood operating condition. Such meters
shall be kept in condition to register accurately all gas passing through
same, but errors not exceeding two per cent (2%) in the registration of
a meter shall not be considered as enderiné the meter inaccurate within
the meaning of this agreement. If for any reasuvn a meter should become
inaccurate or out of service or repailr so that the amount of gas deli=-
vered through same cannot be accurately ascertained ar computed by the
?eading thereof, the gas delivered during the pericd such neter is inac-
curate, out of service or repsair, shall be estimated and agreed upon by
the parties upcn the basis of the best data available, using the first
of the folluwing methods that shall be feasible:

{a) By corrceting the error if the extent thereof is ascertain-
able by ca2libraticn test or mathematical calculation.

S




(v) By using the registration of Buyer's checlt meter, if one
has been installed and is accurately registering, it te-
ing understoscd that Bwer may, at its own option and ex-
pense, iustall cheek meilers and appustenant equipment
downstream of Seller's measuring cquiprent for ithe pur-~
pose of checking against the registration of the meters
installed by Seller.

(c) By estimating the quantity of delivery from compariscn
with deliveries made during preceding periods under simi-
lar conditions during which the meter was registering
accurately.

Section 3. Adjustments between the parties to correct for inaccu-
racies in measurement shall be limited to the period during which the
inaccuracy is definitely known to have existed, and if such perliod is
not definitely ascertainable, adjustments shall be limited to a period
of thirty (30) days next preceding discovery of the inaccuracy.

VI.

Y Tm Y AN
VALLTY OF GAS

Section 1. All gas delivered hereunder shall be reasonably free
from moisture or other objectionable liquid or solid substances, shall
have 2 heating value of not less than one thousand (1,000} B.T.U.
per cubic foot at thirty inches (30"} of mercury and sixty degrees Fah-
renheit (60°F.) and saturated with water wvapor, and shall not contain
more thamn 0.25 grains of hydrogen sulphide per one hurndred cubic feetu
and shall not contain more than 5 grains of organic sulphur (inciwding
"compounds thercof) per one hundred cubic feet.

Section 2. If the quality of gas tendered for delivery to Buyer
ﬁnder this agrecment does not meeil the specificatiops hereinabove sel
forth, Buyer muy refuse to accept delivery of such gac untili the defi-

clency in quality has been removed or Buyer may, at its option,

8-




nevexthelegs accept delivery of the gas; btut should Buyer reiuse te
accept lelivery of the ges for a pericd of sixty (G0O) days because of
deficiency in quality, then Seller shall have the right and opuion,
after giving Buyer thirty (30) days written notice, to terminate this
agreement; provided, however, that Seller's option shall not be exer-
cised if Bﬁyer_shall commence or resune to sccept delivery of gas here-
under during said thirty (306) days notice period.
VII.
PRICE

The price to be paid by Buyér to Seller for all gas delivered here-
under shall be 19-1/2¢ per MCF, provided, however, that such price inso-
far as the same be applicsble to Pictured Cliffs gas delivered during
each month shall be reduced by the amount by which Seller's aversage
weighted cost of Pictured Cliffs formation gas purchased at the well during
the morth shall be less than 13.0551¢ per MCF (including tax reimburse-
ment), and insofar as the same be applicable to Mesaverde and Dakota form-
ations gas delivered during each month shall be reduced by the amcunt by
which Seller's average weighted cost of Mesaverde and Dakots formations
gas purchased at the well during the month shall be less than 15.0636¢ per
MCF (includirg tax reimbursement); and for purposes of computing this ad-
Justment the tctel deliveries of gas by Seller to Buyer during each month
shall be allocated to and considered to have been produced from the Pictured
Cliffa formation and the Mesaverde and Dakota formations, respectively, in
ho proportions that gas purchased Uy Seller ut the well Irom each such

source during the month beers 4o totel ges purchases by Seller st the =7




during the month from all such sovrces. The aforesaid adjustment in price
payable by Buyer shall be made retroactively, irrespective of any applica-
Lle statule of limitations, when necessary to reflect reductions below the
above stated cost of gas of Seller that occur by reason of refunds (includirg
principal and interest) to Seller of a portion o the amounts previously paid
bty Seller for gas purchased at the well that are ordered by the Federal Power
Commi ssion.
VIII.

BILLING AND PAYMENT

Section 1. Buyer agrees to pay the Seller at the latter's offices in
Dallas, Texas, not later than the twenty-fifth day of each month for all gas
delivered during the preceding month provided Buyer shall have at least ten
(10) days after receipt of Seller's bill for gas delivered to Buyer before
payment thereof is due. The amount of each such monthly bill shall be redu-
ced by an amount determined by multiplying (1) the quantity of gas delivered
during the month covered by such bill by Buyer into Seller's Gathering System
by {2) the highest price paid by Seller for gas produced from the same forma-
tion as Seller's gas and delivered by any party at the well into Seller's Gath-"
ering System during the month covered by such bill; providea, however, that
such amount shall be sublect to adjustr .. in the same manuer and to the same
extent as may be required by the Federal Pover Commission respecting wellhead
prices paid by Seller to such other parties. Should Buyer fail to pay when

due any amount owing Seller for gas delivered hereunder, Seller may charge

Buyer interest at the rote of eight

+ [82Y viavw fnmne -
ror cent (C&) por annum f

until paid and Seller shall nave the right to discontinue deliveries here-

vnder whenever any gas dill due, to the exient not in bena fide dispute,




remains unpaid for thixty (30) days after writtcn notice of delivery.

Section 2. Unless exception shell be made in writing oy Buyer to
Seller within ninety (90) days after Buyer's receipt of any gas bill, the
bill and the volumes of gas renresented thereby shall be conclusive upen
the parties except as to retroactive adjustments on account of meter in-
accuracies as provided tor in Article V hereof, and as t¢ adjustments in
Seller's cost of ges made necessary by any refund to Seller of & portion
of the amount paid by Seller for gss purchased at the well that might be
required by the Federal Power Commission.

Section 3. Both Buyer and Seller shsall have the right to examine,
at reessonable times, books, records, laboratory tests, and charts of the
other, to the extent necessary to verify the accuracy of any statement,
test, chart, or computation made under or pursuant to eny of the provi-
eions of this agreement.

IX.

TERM

This agreement unless socner termiﬁated as herein provided, shall
remain in force and effect for and during a term of three {3} years next
succeeding the date on which the first deliveries of gas are made here-
under.

X<

WARRANTY OF TITLE

Seller expressly warrants title Lo and right to sell #l) gas deli-
vered by it to Buyer hercunder snd agrezs that Seller will bold Buyer
harmless {rom and against all adverse cleiuws thereto or encusbrances

{thereon.
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XI.

FORCE MAJYIIRE

Section 1. In the event either party is rendered unadble, wholly
or in part, by force majeure to carry cut its obligation under this
sgreement (other than to make payments of amounts due hereunder), it is
agreed that the obligations of the party whose performance is prevented
by such force mejeure shall, to that extent only, be suspended during
the continuance of any inability so caused but for no longer period,
and such cause shall, so far as possible, be remedied by such rarty with
all reascnabie dispatch. The term "force majeure", as employved herein,
shall mean ects of God, strikes, and similar distuibances, inebility
during periods of nationsgl emergency to obtain pipe or other materials
or eauipment in the exercise of diligence by commercizsl metheds, riots,
epidemics, landslides, lightning, earthquakes, fires, storms, floods,
washouts, arrests and restraint of rulers and people, civil disturbances,
explosions, breskage or accident to machinery or lines of pipe, freezing
of wells or lines of pipe, sudden partial or entire failurc of natural
gas wells, and any other cause, whether of the kind herein enumersted
or otherwise, not within the control of the party cluiming suspensiocn
and which, by tue exercise of due diilgence, such perty is unable to
anticipate or ovarcome. Nothing comtaelned herein, however, shell be
construed to require either party to settle a strike cr other labor
dispute or disturbance eagainst its will. The party vhose performance
is affected by force majewre shall promptly notify the other party,

stating the force mejeure and its probable effecct ana duyration.

~12.
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shall operate or be constirued as a wailver of any future defeult or de-
faults whether of é like or different character.

Section 3. Any notice, request, demand, statement or bill provided
for or contemplated by this agreement or eny notice which either Buyer or
Seller may desire to give to the other shall be in writing and addressed
tc the parties hereto as the case may be as follows:

To Seller: Southern Union Gathering Company
Fidelity Unicn Tower
Dallas, Texas T5201
To Buyer: El Paso Natural Gas Company
) Post Office Box 1492
El Paso, Texas
or to such other address as either party shall hereefter designate to
the other by formal written notice. Any such notice, request, demand,
atement or bill shall be deemed to have been received by the parily
to whon so addressed when delivered at such address, or, if mailed postage
prepaid in registered sealed cover, when deposited in the United States
mail and so addressed. In cases of emergency, notice shall be given by
telegram or telephone or in person to the ﬁearest office of Seller or
Buyer, as the case may be, and thereafter confirmed in writinz delivered
as eforesaid.

Section k. This agreement shall bind and benefit the respective
successors and assigns of the parties hereto, but shall not be transfer-
red or assigned by either party without consent of the other pariy; pro-
vided, however, that either party may, withcut the consent of the cther,

assign its right, title and interest in, to and under this sgreement to

a trustee or trustees, individual or corporate, as sccurity fcr bonds or

-lh—




Section 2. It is expressly agreed that Seller may interrupt or
curtail its deliveries hereunder, and that Buyer mecy interrupt its ac-
ceptance of deliveries hereunder, for the purpose of making necessary
alterations or repairs to pipelines or compression facilities, but only
for such time &nd to such extent as may be reasonable and unavoidable,
and shall give the other party, except in case of emergency, reasonsable
advance notice of its intention so to do, and shall endeavor to arrange
such interruption so as {0 inconvenience the other party as little as
possible.

XII.

LAWS AND REGULATIONS

This agreement is subject to and in contemplation of all valid laws
end rules, reguleticons end orderg of duly constituted regulastory antho-
ritier, state and federal applicable to the subject matter hereof and
effective from time to time. As to a2ll matters of construction and in-
terpretation, this agreement shall be interpreted, construed and governed
by *Y1e laws of the State of New Mexicc.

XIII.

MISCELLAWNEQUS

Section 1. No modification of the terms and provisions of this
egreensnt shall be or become effective except pursuant to and upon the
mutual execution of an appropriate supplemental written egreement by
the parties.

Secticn 2. No waiver by either pariy or any one or more defaultis

by the other party ia the performance of any provisions of ihis agreement




other obligations or sccurities without such trustece(s) assuning or be-

coring in eny respect obligated to perform the obligations of the assignor

under this ogreeicent, and providing further that no assignment or {ransfer

herein contemplated shall operate to relieve the assigning party of any

obligation hereunder.

IN WITNESS WHEREQOF, this agreement is executed in several counter-

parts each of which shall be deemed an original, &ll as of the day, month

and year first above written.

ATTEST:

== JM_JW

AsSistant Secfedary

ATTEST:

I3

/ /A 7/11 Y A
ﬁ’/ é/'/"ﬂ‘f’f--'}(”, o

Assistent Secretary

SOUTHERN UNION GATHERIXG COMPANY

/  Vice President

EL PASO NATURAL GAS COMPANY

By:

V.. prpe-Yice President




= > Cil. CONSERVATION COMMISSION
< P. O, 8OX 2088

% SANTA FE. NEW MEXICO 87501
el

April 17, 1970

.aral Power Commission
.aington, D. C. 20426

Re: Docket No. CI 70-862
“tle..en:

“rov..z of Southern Union Gathering Company's applicacion
a simited Certificate oi Public Convenience and Neces-
Y waizn woulu allow them to sell up to 50 MMCF of naturaa
daily in the San Juan Basin of New Mexico to El Paso
. a¥ras+ Gas Company would be of great assistance to the New
dec 0il Conservation Commission in performing its function
Arotecting correlative rights. Our Commission would there-
@ appreciate suur favorable consideration of the appiicat:o..

Yours very truly,

A. L. PORTER, Jr.
Secretary-Director

. ey bl AR R et bl ;
PRE EXAMINTT RTTTER!
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SOUTHERN UNION GAS COMPANY
SOUTHERN UNION GATHERING COMPANY

CASE NO. 4494
EXHIBIT NO.

II1. TOTAL SOUTHERN UNION GAS COMPANY AND SOUTHERN UNION GATHERING COMPANY CONNECTIONS

BLANCO AZTEC BALLARD FULCHER KUTZ SOUTH BLANCO TAPACITO WEST KUTZ
BASIN DAKOTA MESAVERDE PICTURED CLIFFS PICTURED CLIFFS PICTURED CLIFFS PICTURED CLIFFS PICTURED CLIFFS PICTURED CLIFFS TOTAL

Estimated Allowable
Subj.to Cancellation 3,755,027 138,567 30,479 21,489 33,249 83,020 -0~ 11,728 4,573,559
February 1, 1971:

Feb. 1, 1971 Cancel-

lable Underage that 2,177,703 22,244 15,559 17,576 -0~ 22,138 -0~ 488 2,255,708
can be made up before
February 1, 1972:

Estimated Allowable

that will be Subj. 4,452,776 1,659,189 317,315 72,077 169,434 492,537 131,766 21,319 7,316,413
to Cancellation
August 1, 1971:

Aug. 1, 1971 Cancel-

lable Underage that 1,419,552 217,739 33,744 34,358 73,156 1,345 9,977 1,193 1,791,064
can be made up before
February 1, 1972:

Total Allowable Subj.

to Cancellation, next 8,207,803 1,797,756 347,794 93,566 = 202,683 475,557 131,766 33,047 11,389,972
two Balancing Periods:

Total that can be
made up: 3,597,255 239,983 49,303 51,934 73,156 23,483 9,977 1,681 4,046,772

B R
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GOVERNOR

BRUCE KING
OI1L CONSERVATION COMMISSION CHAIRMAN
STATE OF NEW MEXICO LAND COMMISSIONER
P. 0. BOX 2088 - SANTA FE A"Ef‘:g:g:‘ 1o

17501
STATE GEOLOGIST

A.L.PORTER, JR.

February 10, 1971 SECRETARY - DIRECTOR

Re: Case No. 4494
Mr. William J. Cooley
Burr & Cooley Order No. R—4101
Attorneys at Law Applicant:
152 Petroleum Center Building
Farmington, New Mexico 87401 Southern Union Gas & Southern

— _ UNnidn GAatheéring

Dear Sir:

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

very Eruly yours,

A. L. PORTER, Jr.
| Secretary-Director 47

ALP/ir
copy of order also sent to:

Hobbs OCC X

AN vd v o
nLewia

lalalal
AL L )

Aztec OCC X

Other Mr. Joe Starks, Aztec Qil & Gas Co., Dallas, Texas




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARIRC
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 4494
Order Mo. R-4101

" APPLICATION OF SOUTHERM UNION GAS COMPANY
AND SOUTHERN UNION GATHERING COMPANY FOR
THE SUSPENSION OF CERTAIN PROVISIONS OF }
RULES 14(A), 15(A), AND 15(B) OF THE GENERAL !
"RULES AND REGULATIONS FOR THE PRORATED GAS %
POOLS OF NORTHWESTERN NEW MEXICO IN SAN JUAN, {
RIO ARRIBA, AND SANDOVAL COUNTIRS, NEW MEXICO,

7

. ORDER OF THEY SSION |
. BY THE COMMISSION:

; This cause came on for hearing at 9 a.m. on February 3, 1971,
‘at Banta Fe, New Mexico, before Examincr Daniel §. Nutter,

NOW, on this_ 10th day of February, 1971, the Commission, a
quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised
"in the premises, f

FINDS :
(1) That due public notice having been given ag required by

law, the Commission has juriadiction of this cause and the gubject
matter thereof,

(2) That by Order No. R=-3923, dated Februavy 20, 1970, Rules%
14(a), 15{(A), and 15(B) of the General Rules and Regulatione for
the Prorated Gas Ponols of Northweat New Mexico were suspended for
a one-year period heginning February 1, 1970,

(3) That the applicants, Southern Union Gas Coumpany and
Southern Urion Cathering Coumpany, owuars and operators of pipe-
lines connected to yas wells in the aforesaid prorated gas pools,
seek the suspension for an additional period of one vear from
February 1, 1971, of said Rules 14(A), 15(a), and 15(8).
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CASE No. 4494
Order No. R=4101

(4) That there are numerous non-marginal wells in said
prorated gas pools that have accumulated underproduction which
is subject to cancellation as of February 1, 1971.

-{5) That there is such a present and continued need for f
gas that many of the wells which have accrued the aforesaid
underproduction should be able to produce the aforesaid under-
production in addition to the normal allowables by February 1,
1972,

(6) That in order to allow the operators of the above-
described non-macrginal wells the opportunity to produce their
just and equitable share of the reserves underlying said gas
pools, the aforesaid Rule 14 (A) should be suspended for an
additional one-year period from February 1, 1971.

{7) That the suspension of said Rule 14(A) without a

corresponding suspensiocn of Rules 15(A) and 15(B), which provide
for the shutting in of overproduced wells, would not adequately g
- prctect the correlative rights of the operators of wells in the '
subject pools that are subject to being shut in as of February 1,
i 1971, |

{(3) That in order to protect correlative rights, prevent g
vaste, promote conservation, and allow each producer in the {
prorated gas pools of Northwest New Mexico the opportunity to {
- produce his just and equitable share of the reserves underlying

. said gas pools, the aforesaid Rules 14(A), 15(A), and 15(B)

should be suspended for an additional period of one year from
February 1. 1971,

IT IS _THEREFORE QRDERED:

(1) That Rules 14{a), 15(A), and 15(B) of the General Rules
and Ragulations for the Prorated Gas Pools of Northwest New Mexico!
are hereby suspsnded for an additional period of one year from }
February 1, 1971. f

(2) That jurisdicition of this cause is retained for the
entry of such further orders as the Commission may deem neces-
sary.
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CASE No. 449%4
Order No. R=4101

DOME at Santa Pe, New Mexico, on the day and year hereinabove
designated.

STATE OF KEW MEXICO
OIL COMSERVATION COMMISSION

E/jj e . §
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"

Mobil Oil Corporation " 6.0, 80X80

o4 MIDLAND, TEXAS 79701
'(1
!
February 1, 1971 -

[iS)

[

New Mexico 0il Conservation Commission
P. 0. Box 2088

Santa Fe, New Mexico 87501 ;%71 ﬁr/'f?’j7l(

Attn: Mr. A. L. Porter, Jr. &{//

— NEW MEXICO OIL CONSERVATION COMMISSION
; CALLED CASE NO. 4494
SUSPENSION OF BALANCING RULE 14(A),
RULE 15(A) AND RULE 15(B) OF ORDER
R-1670 AFFECTING PRORATED GAS POOLS
IN SAN JUAN BASIN AREA, NEW MEXICO
FOR THE YEAR 1971.

Gentlemen:

Mobil Gil Corporation has reviewed the application of Southern Union Gas
Company and Southern Union Gathering Company seeking suspension for a one
year period starting February 1, 1971 of rules concerning the balancing pro-
visions of Rule 14(A), 15(A) and 15(B) of Order R-1670, as amended.

Mobil has no objection to the application as outlined in Docket No. 3-71,
for thée Examiner Hearing scheduled February 3, 1971.

Very truly yours,

; B F

Ira B. Stitt
Division Operations Engineer

WBSimmonsJr/ldm
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DANIEL S NUTTER NEW MEXICO OIL CONSERVATION COMMI SSION=
BOX 2088 SANTA FE NMEX=

REFERENCE CASE 447 3494 TENNECO OIL COMPANY WISHES TO GO ON
RECORD leSUPPOBI,OF SOUTHERN UNION GAS COMPANY AND
SOUTHERN UNTON GATHERING COMPANY IN THEIR APPLICATION OF
A OHE YEAR EXTENSION OF THE CANCELLATION IN
'REDISTRIBUTION RULES ON SAN JUAN BASIN GAS WELLS TO BE
HEARD BEFORE THE NMOCC FEBRUARY 3 1971 IN CASE 4494,
TENNECO BELIEVES THIS EXTENSION WILL PROTECT
CORRELATIVE RIGHTS BY PROVIDING THE OPPORTUNITY TO
MAKE UP LARGE AMOUNTS OF PRODUCEABLE UNDER PRODUCTION o=

W= C W NANCE TENNECO OlL CO=
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Waite, GiLBERT, KocH & KELLY
" GILBERT ,WHITE AND GILBERT .

ATTORNLEYS AND COUNSELORS AT LAW —~ C
LINCOLN BUILDING
. [ |
CARL H.GILBERT 1891-963, Santa Fe, NEW MEXICO 87501 o
L.CIWRITE -
WILLIAM W. GILBERT . _‘ ::
- POST OFFICE BOX 787

SUMNER 5. KOCH January 29' 1971 R,

WILLIAM BOOKER KELLY
JOHAN F, MCCARTHY, JR, TELEPHONE §82-4301
IAREA CODE 508

BENJAMIN PHILLIPS

New Mexico 0il Conservation

Ccommission
P. 0. Box 2088
Santa Fe, New Mexico B

Re: In the Matter of Southern Union
Gas Company and Southern Union
Gathering Company, Case No. 4494

Gentlemen:

Enclosed is original and copy of my Entry of Appearance
as local counsel in the above matter.

LCW:ccC
Enclosures




1 STATE OF NEW MEXICO COUNTY OF SANTA FE
5 BEFORE THE NEW MEXICO STATE
O1L CONSERVATION COMMISSION
3 IN THE MATTER OF SOUTHERN UNION
4 GAS COMPANY AND SOUTHERN UNION Case No. 4494
GATHERING COMPANY
5
6 ENTRY OF APPEARANCE OF LOCAL COUNSEIL
7 Comes now L. C. White of White, Gilbert, Koch and Kelly,
Sl and enters his formal appearance in the above entitled proceedingﬁ
9 as local counsel for and on behalf of Aztec 0il & Gas Company.
10 By way of comment, Attorney Joe E. Starks, of Dallas, Texas, and
11 a member of the Texas Bar, will represent the Aztec 0il & Gas
12 Company at the hearing and in the proceedings pertaining to the
15 above entitled matter.
14
>
s T
u g 15
3 0 16 . C. wWhite
5jg§ White, Gilbert, Koch & Kelly
2y 14 P. 0. Box 787
E2a3 Santa Fe, New Mexico
EEG% 18
momlln_ -
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2og 19
E 3
I
3 20
21
22
23
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New Mexico 0il Conservation Commission 1

Post Office Box 2088 =

Santa Fe, New Mexico 87501 o - o

- . Lt C/‘/Vf/

Attention: Mr. A. L. Porter, Jr.

Re: Suspension of Balancing Provisions of Rule 1k(A) -
(Underproduction), Rule 15(A) - (Overproduction),
and Rule 15(B) -~ (Overproduced Six Times Current
Month's Allowable) of Order R-1670, as amended.

Gentlemen:

Southern Union Gas Company and Southern Union Gathering Company request
a8 hearing to consider suspension for a i ne vear from Feb 1,
1971, of the balancing provisions of Rule 14(4) - (Underproduction;, Rule
15(A) - (Overproduction), and Rule 15({B) - (Overproduced Six Times Current
Month's Allowable) of Order R-1670, as amended.

As testified to in Case No. 4302, Gathering Company hes filed its appli-
cation with the Federal Power Commission seeking temporary suthority to sell
larger volumes of gas to E1l Paso Natural Gas Company than previously authorized.
Such application was delsyed and the authority therein sought was not issued
until August, 1970. With additional volumes of gas being delivered by Gathering
Company to E1 Paso Naturel Gas Company, a portion of the underproduction from
wells connected to its lines will be made up. Likewise, Gas Company will be
able to produce more gas from underproduced wells connected to its lines by
reducing the volumes that otherwise would have been purchased by it from
Gathering Company.

As these rules and this order pertain teo wells in the prorated gas pools
of Northwest New Mexico in San Juan,; Rio Arriba and Sandoval Counties, we
therefore request a February, 1971, hearing date so that this matter can be
heard prior to the time normai cancellation and redistribution of prorated
pools in the San Juan Basin takes place in order to avoid the burden of rein-
stating underages and releasing for production wells that have been ordered
shut in for overproduction.

Very truly yours,

SOUTHERN UNION GAS COMPANY

By

Manager upply

SOUTHERN UNION GATHERING COMPANY

Fidelity Union Tower

Dallas, Texas 75201 S - L2

! ) ] T Ay et ,,»,.—_.;-:::-n.'-'b‘l




Secxker No. 3-71

PRI Pank i NEI HEARTAG -

WIDNESDAY - FEBRUARY 3, 1971

Cie AdSERVATTION QoMMICSTON CONFERSNCE ROOM,
{aND 0" U2E BUTLOTHEG -~ SANTA TE, NoW MEXICC

Tne Coiowive cxser will be heard before Dariel 5. Nutter, Examirer, or Elvis A.

CASE 2494: Lppllca~ior o0 Scuthern Union Cas Company and Southern Union Gathering

T Qompat ¢ Tor The suspension of certain provisions of Rules 14(A),15(A),and
W5 11)Y o “he Cereral Rules and Regulatiorns for the prorated gas pools
PR v New Mexico in 8San Juan, Ric Arriba, and Sandoval
Countties,; Neow Mexice. Appiicants, in the above-styled cause, seek
suspenslon ror a period of one year from February 1, 1971, of those
provicions of Rules 14 {A), 15 (A), and 15 (B) of the General Rules

a1l Requiations feor the prorated gas pcels of Northwestern New Mexico
praxlg ! by Order No. R-1670, as amended, tha' provide for the
careelilaticn ©of unproduced alliowablie and the shutting-in of over-

. 2 e R By O
produced waells.

3

T

CASE 449%: HAppliicatlon of Scuthern Union Preduction Company for a triple comple-
" “Zer, Rin Arriba County, New Mexico. Applicant, in the above-styled
causo, seeks approval of the triple completion (conventional) of its
Jicarilla "K' Well No. 13 located in Unit E of Section 11, Township
75 North, Range 5 West, Rio Arriba County, New Mexico, to produce gas
trom the South Blanco-Pictured Cliffs, Otero Chacra, and Basin-Dakota
Ponis *threough a combiration of tubing strings and the casing-tubing

anTuius.

CASE 449C: (Corntinued from the Januwary 13, 1971 Examiner Hearing)
Rppliication of Texas Pacific Cil Company for an exception to Order
No. k~3221, as amended, Eddy County, New Mexico. Applicant, in ‘

the aboira-siyled, seeks an exception to Order No. R-3221, as amended,
which order prohibits the disposal of water produced in conjunction

¢ appiicant's Weoley Federal Well No. 3 located in Section 21,
Tuwnsnip 17 3outh. Range 30 East, Loco Hills-Abo Pool, Eddy County,

New Mowlod.

1
erd Rocsevelt Counties, New Mexico. ESaid exception wculd be ‘

CASE 4475: {Cortinued from the December 16, 1970, Examiner Hearing)
Applicaticn of Texas American 0Oil Corporation for an exception to
Codar No, K-X221, as amended, BEddy County, New Mexico. Applicant, |
Trotra above-styled cause; seeks an exception to Crder No. R-3221, |

3 Wnich order pronifsits the disposal of water produced in |

with the productinn of 0il on the surface of the ground

Crnaves ard Roosevel®t Counties, New Mexico. Applicant

weepticn o the provisions of said corder for wells completed

D Dunes~hitoka Cas Pool and the Sand Dunes-Cherry Canyon Pool,

niT the disposal of water produced by

3 -t LN

; [ A Y * — N
Deurty, New Mexieo, Yo pe

-
sl weles Tnounlined surface pits.
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" OIL CONSERVATION COMMISSION
P. O. BOX 20886

’ SANTA FE, NEW MEXICO 8750t

april 17, 1970

redarai. rower Commission
washington, D. C. 20426

Re: Docket No. CI 70-~862
ouniclemen:

anproval of Southern Union Gathering Company's application

Zor a limited Certificate of Public Convenience and Neces~-

sicy which would allow them to sell up to 50 MMCF of natural
cas daily in the San Juan Basin of New Mexico to El Paso
Natural Gas Company would be of great assistance to the New
Maxico 0il Conservation Commission in performing its function
¢t protecting correlative rights. Our Commission would therxe-
feze agpreciate your favorable consideration of the application.

‘Yours very truly,

A. L. PORTER, Jr.
Secretary-Dixector

AL2/ixr







DRAFT

GMH/esr
2-5-71 BEFORE THE OIL CONSERVATION COMMISSION
5 OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING

CALLED BY THE OI1L CONSERVATI1ON

COMMISSION OF NEW MEXICO FOR RECORDS CENTER
THE PURPOSE OF CONSIDERING:

%fa CASE No., 4494
20/

{ Order No, R-

e ——

APPLICATION OF SOUTHERN UNION GAS COMPANY

AND SOUTHERN UNION GATHERING COMPANY FOR <;m__,,43;;)

THE SUSPENSION OF CERTAIN PROVISIONS OF L
RULES 14(A), 15(A), AND 15(B) OF THE GENERAL (oo T
RULES AND REGULATIONS FOR THE PRORATED GAS e

POOLS OF NORTHWESTERN NEW MEXICO IN SAN JUAN, -7 f
RIO ARRIBA, AND SANDOVAL COUNTIES, NEW MEXICO. '

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m, on February 3 , 1971,
g at Santa Fe, New Mexico, before Examiner Daniel S. Nutter .

NOW, on this day of February , 1971, the Commission, a
guorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised
in the premises, :

FINDS s

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

’
mattoar rthereof€

[ - S o O )-SR

(2) That by Order No. R-3923, dated February 20, 1970, Rules
14(A), 15(a), and 15(B) of the General Rulcs and Regulations for
the Prorated Gas Pools of Northwest New Mexico were suspended for

a one=year period beginning February 1, 1970.

(3) That the applicants, Southern Union Gas Company and
Southern Union Gathering Company, owners and operators of pipe-
lines connected to gas wells in the afcoresaid prorated gas pools,

seek the suspension for an additional period of one year from

February 1, 1971, of said Rules 14(A), 15(A), and 15(B).




éiéE No. 4494
(4) That there are numerous non-marginal wells in said
prorated gas pools that have accumulated underproduction which
is subject to cancellation as of February 1, 1¢71.
(5) That there is such a present and continued need for gasE
SR VIL/ 4 which
that, the wells &kat have accrued the aforesaid underproduction
. should be able to produce the aforesaid underproduction in addi-
% tion to the normal allowables by February 1, 1972.
(6) That in order to allocw the operators of the above-

: described non-marginal wells the opportunity to produce their

: just and equitable share of the reserves underlying said gas

| pools, the aforesaid Rule 14 (A) should be suspended for an
§ additional one-year period from February 1, 1971.

(7) That the suspension of said Rule 14(A) without a corre-
'sponding suspension of Rules 15(A) and 15(B), which provide for the
: shutting in of overproduced wells, would not adequately protect

' the correlative rights of the operators of wells in the subject

. pools that are subject to being shut im as of February 1, 1971.
(8) That in order to protect @Qorrelative rights, prevent
' waste, promote conservation, and allow each producer in the
 prorated gas pools of Northwest New Mexico the opportunity to
produce his just and equitable share of the reserves underlying
said gas pools, the aforesaid Rules 14(A), 15(A), and 15(B) should
be suspended for an additional period of one year from February

1, 1971.

IT IS THEREFGORE QORDERED:

(1) That Rules 14(A), 15{(A), and 15(B) of the General Rules

and Regulations for the Prorated Gas Pools of Northwest New Mexico
are hereby suspended for an additional period of one year from

February 1, 1971.
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(2) That jurisdiction of this cause is retained for the

entry of such further orders as the Commission may deem neces-

sary.

DONE at Santa Fe,

 designated.

New Mexico,

on the day and year hereinabove




