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a. FERC Form No. 121; Coeio 97

b. Division Form C-132 and the required attachments;

c. A detailed statement describing the production enhancement
work that has been performed on the well, including the dates such
work was commenced and completed, or that will be performed on the well;

d. An itemized statement of costs incurred in performing the
production enhancement work described in 18 CFR § 271.704(d), including
copies of invoices and bills for such work or, if the work has not yet
been completed, estimates of such cost;

e. An statement estimating, for the five year period begining from
the month in which the application is filed, the units of gas production
(MMBtu's) that;

(1) would be produced from the well if the production enhancement
work had been completed on the day that the abplication is filed; and
(2) would be produced from the well if the production enhancement

work if not performed or had not been performed;

f. The calculation, based on the estimates required by subparagraph
(e) above, that is required by 18 CFR § 271.704(c)(1){v);
.g. The renegotiated price and a copy of that portion of the sales
eontract that authorizes collactions o
h. A statement by the applicant, under oath, that:
(1) The production enhancement work is necessary, and can be
reasonably expected, to enhance production; |

(2) The maximum lawful price that would be applicable but for

qualification of the gas under 18 CFR § 271.704, does not, or will not,




provide adequate incen£ive for the performance of the preduction enhance-
ment work;

(3) But for the availability of a price at least as high as the
renegotiated price specified in subparagraph (f), the production enbance-
ment work would not have been or will not be performed;

(4) The production enhancement work was not commenced before
May 29, 1980;

(5) To the best af the applicant's knowledge and belief, the
estimates required by subparagraph (e) above are ressonable; and

{6) The applicant has no knowledge of ary other information not
described in the application which is inconsistent with these statements

and estimates;

i. A statement by the purchaser, under oath, that to the best of the

v ol adA —~—~ L-32 -
nurchaser'e bnowlicodss oo Lalied

(1) There is a reasonable basis for the statements and estimates
made by the applicant; and
(2) The purchaser has no knowledge of any information not described

in the application which is inconsistent with such statements and estimates:
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APPLICATION FOR WELLHEAD SA. intieme Tyue of Lewe
PRICE CEILING CATEGORY DETERMINATION "‘"D e L,
. 3. Stote QU & Sus Lwise lio. )
S.FOR DIVISION USE QNLYS _ ;
DATE COMPLETE APPLICATION FILED SN
DATE DETERMINATION MADE | NNy
7. Un recment l.ame
L WAS APPLICATION CONTESTED? YES 10 untt Agreement 1
NAME({S) OF INTERVEROR(S), IF ANY: V. Farm or Lease Fame
3. hare of (peratar 9. Weil Neo.
3, Azdises wi Cpeivior ) 10, F1ela and Poo!, or wiidsat
4. Lacation of Well vt LRTTER Lecaren PLET PRDM THE img 13- County
A9 PELY PWOM Tul Ling @F k¢, e, L1139 ol Pas
1. Neme and Address of Purchaser(s)

WELL CATEGORY INFORMATION

Check appropriate box for category sought and information Tn‘.“&r

1 DEFCRT FUAMTS ayrrre
- Category(fes) Sought {8y NGPA Section No.) SR AN RS A Py i\Ei!TT'Q
2. A1) Applications zust contain: Tt i:i,.'f“if'?j."-"\"'/‘a';’,isjn\j DIVISION
. T inAL
[ a. C-101 APPLICATION FOR PERMIT TO ORILL, DEEPEK OR PEUG BACK FXHIBIT NO
M1 b, €105 UFLL PANDIETINM An mzeawn: mooos oo loni ! Coiim oim ) R
- ! ARG NS
[J c. DIRECTIONAL DRILLIEG SURVEY, If REQUIRED UNDER RULE~TTT
[} d. AFFIDAYITS OF MAILING OR DELIVERY

3. In addition to the above, all applications must contain the {tems required by the

applicable rule of *he Division's “Spectal Rules for Applicationc For Wellhead

Price Ceiling Category Determinations® as follows:

R. NEMW NATURAL GAS UNDER SEC. 102(c)(1)(8) (using 2.5 Mile or 1000 Feet Deeper Test)
[[J A1 ttems required by Rule 14{1) and/or Rule 14(2)

8. KEW RATURAL GAS UNDER SEC. 102(eM7)(C) [n=w onshnre reservoir)

] M) Gtems required by Rule 1§

C. “¥EW ONSKORE PROCUCTION WELL
[0 A1 $tems required by Rule 164 or Rule 168 _

- " D. BEEP, HIGH-COST NATURAL GAS;and-TIGHT FORMATION NATURAL GAS and ‘PRQD‘UCTION ENHANCEMENT GAS

[ Al items required by Rule 17(1). Rule 17(2), oz Rule 17(3) -Ir}r'R-_gl-é 17(4).

E. STRIPPER MELL NATURAL GAS ’
3 AU items required by Rule 18

1 KEREBY CERTIFY THAT THE INFORMATION CONTAINED FOR DIVISIOR USE ONLY . i
MEREIK 1S TRUE AND COMPLETE TO THE BEST CF MY
KHOWLEDGE AND BELIEF, [0 Approved

[ Disapproved

KRAE OF APPLICANT (Type or Print) The information contained herein fncludes all

of the information reaquired to be filed by the

STGNATURE OF APPLICANT applicant under Sudpart 8 of Part 274 of the
FERC regulations.

Title .
Date : ) EXAMTNER
l‘




e v - euTIY SR TR T PN EITIG Y eI M T, YLV MULAICW B/720T _ 7 7“

APPLICATION FOR WELLHEAD A, inmeate Tyie of Lewre _._.i
PRICE CEILING CATEGORY DETERMINATION srare (] res i
3. S1ate Qll 6 s Lwsee tia. i
.FOR DIVISION USE OHLY:
DATE COAPLETE APPLICATION FILED N \QS§§S§\<§SSQS
DATE DETERMINATION MADE | § MUY
7. Un RELITTIR
L WAS APPLICATION CONTESTED? YES 1o untt 42 feame
| NAME(3) OF INTERVENOR(S), IF AnY: R P TYTTrYT
2. Nazme of (porator  ° 9. Weil No.
3, Azdtess of Cperator 10. Field and Foo!l, or Wiiczal
4. Locaion of Well waiy LETTER LoCATED PELT YROM Tht - — Ling 12. County
AI_' PELY FOOM *ul Ling @9 S€C, Twe, "e . LI L
M. Name and Address of Purchaser(s)

MELL CATEGORY INFORMATION

Check appropriate box for catejory sought and informatien subgitged.

haaa o o

Category(ies) Sought (By NGPA Section No.} L LOEOTT £ naes w ITTER
e IR TR MR g

- LG UERYATION DivisioN

1
A1l Applfcations must cantain: { C
a. C€-101 APPLICATICN FOR PERMIT 7O DRILL, DEEPEN OR PLUG BACK

C-105 WELL COMPLETION OR RECOMPLETION REPORT T

gopge -

€. OIRECTIONAL DRILLIMG SURVEY, !F REQUIRED UNDER RULL.{‘LL:,. IO ’
d. AFFIDAVITS OF MAILING OR DELIVERY —
3. In addition to the above, all applications must contain the items required by the '
applicable rule of the Division's "Special Rules for Applications For Wellhead
Price Ceiling Categary Ueterminations” as follows:
A. NEW BATURAL GAS UNDER SEC. 102(c)}(1}(8) (using 2.5 Mile or 1000 Feet Deeper Test) 1
[] A1) ftems required by Rule 14{1)} and/or Rule 14(2) T
8. NEW NATURAL GAS UNDER SEC. 102{c)(1){C} (new onshore reservoir) %
[J AVl ftems required by Rule 15 ‘
€. “MEW ONSHORE PROCUCTION WELL '
O A1 ftems required by Rule 16A or Rule 168 _ _ :
- D. DEEP, HIGH-COST NATURAL GAS:and-TIGHT FORMATION NATURAL GAS and,\f’RQD‘UCT'ION ENHANCEMENT GAS 1
‘ [0 ANl itens required by Rule 17(1). Rule 17(2). or Rule 17(3} | or Rule 17(4). 3f
£. STRIPPER WELL KATURAL GAS l
[0 A1 ftems required by Rule 18 i
1 REREBY czn_nrv;'mm\Tné,xuro.tz:,zﬁponccormmzn FOR DIVISION USE ONLY %
SRR A [ >

ST

O Dpisapproved

-‘ P > 3 ‘ .
KARE OF APPLICANT (Type or Print) The information contained herein includes all

of the information required to be filed by the

STGNATURE OF APPLICANT applicont under Subpart B of Part 274 of the
) FERC regulations.

Title

Date : EXAMINER
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Interim Rule Under ) R

Section 108 of the NGPA ) | - I

Concerning Temporary ) ! “*f~»:hockex‘&6. nuaanlzﬁpa

Pressure Buildup in )

)

roci PR
Qualifying Stripper Wells i /WG ’*‘ofnqu\JJLq\ 1N
P “«E RIBIT o,
INTERIM RULt.M‘_CL 7/47 e

(Issued January 15, 1981) "“‘—-»::::::::::::3

X. INTRODUCTION

In Subpart H of its regulations, the Federal Energy

Regulatory Commission (Commission) has established rules imple-

meaiiang section 108 of the WNatural Gas Felicy Aci o $7

:n:
(t

arp
i
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which sets a maximum lawful price for natural gas from stripper
wells. Generally, the NGPA defines a stripper well as one that
produces no more than an average of 60 Mcf of natural gas per
production day in the preceding 90-day production period. The
Commission is adopiing herein an interim rule amending §§ 271.804,
271.805, 271.806, and 274,206 of its regulations to provide a

special rule governing temporary over-production from wells which

have previously been determined tc qualify as stripper wells.

IT. DISCUSSION

Section 108 of the NGPA provides that in order for a well to
qualify as a stripper well it must produce an average of 60 Mcf
or less of natural gas per production day during the preceding

90-day production period. A well which exceeds the 60 Mcf limit

DC-C-31
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during any 90-day production period loses its stripper well status
unless the increased production is shnun ¢ Lo (lLie result of
wre

cog

nizZed enhanced recovery techniques.”™ See sectfon 108(b)(2).

f-
gt

The Commission has also recognized another situation in which
a well may exceed the 60 Mcf per production day limit without
ioging its stripper well status. Section 271.804(d) of the regu-
lations provides that once a well qualifies as a stripper well,
it may retain that status so long as production does not exceed
60 McE per production day on a yearly basis, if the well is deter-

mined to be "seasonally affected.™ This "seasonally affected”

e -

rule was promulgated in order to allow for cycliicai variations in
producticn which result from seasonal pressure differentials on a
pipeline system. Without this rule, many stripper wells would.
have to go through disqualification and requalification procedures
each year..

The Commission now finds thst there exists another situation
that 1s causing temporary disqualification and subsequent requali-
fication of legitimate stripper wells, placing an undue adminis~
tratives huréea on producers, states, and the Commission. This
sitvation arises when a well is required to be temporarily shut-in
to permit, for example, pipeline or wellhead maintenance or
repair. Ddring the shut-in days, pressﬁre builds up in the well
bore. When the well is reopened to the -line, gas is produced at

a higher rate of production than that at which the well normally
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produces, and the shut-in days do not qualify as “"production days™
for purposes of determining the well's rate of production. (See
$ 271.803(d)+) 1In such sftuations the well's average rate of

we §0 Mof per productiion day limit for the

prouucilion may sxcszd N N
relevant 90-day production period, and the well may be disqualified
as a stripper. As soon as the pressure buildup is dissipated and
the well returns to i{ts normal rate of production, the producer
must submit a new application for a determination that the well

ts a stripper well, file a Form 121, fhlfill the {interim collection
filing requirements LI and comply with all of the other require-
nents necessary to receive a well category determination and
collect the maximum lawful price uader that category.

The Comnmission believe§ that once a well has been determined
to be a stripper well, short~term over-production resulting from
tenporary pressure buildups such as those described above should
not cause the well to lose {its legitimate stripper status. The
Commission further believes that it is within the spirit and
fntent of section 108 to encourage continued production from

marginal wells by removing undue administrative burdens which may

1/ Recently adopted modifications to the intecim collection filing
requirements applicable for stripper wells are set out fully
ia the Final Rule in Docket No. RM89-54, Amendment to Part 273
‘Regulations Under the Natural Gas Policy Act.
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result when a stripper well is disqualified as a result of
temporary pressure bdbuildup. Accordingly, the Commission is
acting under {ts administrative and rulemaking authority set
forth in section 501(a) of the NGPA to promulgate a rule that

will provide for continuing qualification of stripper vells

that experience temporary pressure buildups.

ITI. SUMMARY OF REGULATIONS

Section 271.804 (Special rules) is being amended to add a
rule which provides that a previously qualifying stripper well
that nroduces gas ia excess of an average of 60 Mcf per produc-
tion day during any 90~day production period shall not be

disqualified from stripper status if the jurisdictional agency

AR <G ¢ g Stk

: finds that:

(A) the rate of production in excess of 60 Mcf per

3 production day resulted solely from pressure‘buildup when the
| well was temporarily closed to the line;

% (B) total production for the relevant 90~day production

43
TIO4

(%

-~
re=

id not exceed 5400 Mcf; 2/ and

2/ The 5400 Mcf figure has been selected because it represents
the maximum amount of gas that can be produced from a well
during a 90-day production period if that well is to maimtaln

its stripper well status, i.e., 60 Mcf per day X 90 days =
5400 Mcf.
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(C) the well would have produced at a rate not exceeding
60 Mcf per production day during the relevant 90-day production
Period had the well been continuously open to the line during
that period.

Section 271.805 {s amended to provide that 1f a well's

Production exceeds the 60 Mcf limit for an 0-da r i

- d
cay preduction

«d
o

period, the well operator may file with the Jurisdictional agency
a8 petition for a determination that the increased production is
the resuit of temporary pressure buildup. The Juriadictional
agency shall then make an affirmative or negative finding on the
petition and forward such finding to the Commission for review,
Secticsns 271.806 and 274.206 are amended to conform to‘this pro-

cedure.,

IV. EFFECTIVE DATE

This interim rule relieves restrictions previously placed on
applicants under the Commission's regulations. Accordingly, it
18 belng made effective immediately. This rule shall not become
final, however, until the Commission has had an opportunity to

receive oral and written Presentation of relevant data, views and

arguments.
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V. PUBLIC PROCEDURE

A. WVWritten Comments

. Interested persons are invited to submit comments, date,

views, or arguments with resnect to this interim regulation.
Comments should be submitted to the Secretary, Federal Energy
Regulatory Commission, 825 North Capitol Street, N.E., Washiagton,
D. C. 20426, and should refer to Docket No. RM81-12. An original
and 14 copies should be filed. All comments received prior to
4530 pe.m., February 20, 1981, will be considered.by the Commission

§ prior to promulgation of final regulations. All written submis-

sions will be placed in the public file that has been established

in this docket. This file is available for public inspection in

the Commission's Division of Public Information, Room 1000,

825 North Capitol Street, N.E., Washington, D. C., during regular

: business hours.

B. Public Hearing

Interested perscns may request the opportunity for an oral
presentation of their views at 2 public hearing. Requests for a
10821

hearing should be submitted no later than January 30

to the Office of the Secretary, Federal Energy Regulatory
Commission, 825 North Capitol Street, N.E., Washington, D.C.
20426, and should reference Docket No. RM81-12, 1If a public
heafiﬁé is held in this docket, the time and place will be

anncunced by February 5, 1981.
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[(Natural Gas Policy Act of 1978, 15 U.S.C. § 3301-3432; Departaent

of Energy Organization Act, 42 U,.S.C. § 7101, et seq.; E.0. 12009,
42 Fed. Reg. 46267.] =2

In consideration of the foregoing, the Commission amends
Subpart H, Chapter 1, Title 18, Code of Federal Regulations, on

an interim basis, as set forth below, effective immediately.

By the Commission.
(S =EAL)

o A Gl

Lois D. Cashell,
Acting Secretary.
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1. Section 271.804 1is amended by adding new paragraph (e), to

read as follows:

$ 271.804 Special rules.

* * & ® *
(e) Temporary pressure buildup in previously qualifying

stripper wells.

(1) A previously qualifying stripper well which produces
natural gas at a rate in excess of an average pf 60 Mcf per
production day during any 90-day production periocd shall not
be disqualified if the jurisdictional agency finde puresuznt to
& petition filed under §271.805 that:

(i) the rate of production in excess of 60 Mcf per
production day is the result of pressure buildup which occurred
when the well was temporarily shut-ia;

(11) total production for the relevant 90-day production
period did not exceed 5400 Mcf; and

(1iii) based on the well's production history and any other

1
e

available data, the well could reasonably have been expect

to produce at an average rate not excseding §0 Mcf per

b
L]
[
(-]
[

-

tion day during the relevant 90-day production period had the

well been continubusly open to the lire during such period.
(2) A previously qualifying stripper well is a well

which

amg My AR
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(1) has been determined by a jurisdictional agency to
qualify as a stripper well pursuant to this subpart, and
(1}) has not been disqualified prior to the 90-day
prod@ction period in which the temporary pressure buildup

occurs.

2. Section 271.805(b) is amended to read as follows:

$ 271.805 Continuing qualification.

* % * * *
(b) Petition under § 271.806. (1) The operator may

file with the jurisdictional agency:
(1) a motion contesting a notice filed by a purchaser
under paragraph (a);
(1i1) a petitfon for a determination under § 271.806 that
the increased production of natutél gas 1is:
(A) the result of the application of an enhanced recovery
technique;
(B) 1f the well has not been designated as seasonally
affected, the result of seasonal fluctuations; or
(C) the result of pressure bulildup which occurred when
the well was temporarily shut-in.
(2) A petition or motion filed under subparagraph (i) may
be filed at any time after notice is given under paragraph (a).
A copy of the petition or motion and of the notice required

under paragraph (a)(l) of this section shall be provided to

the Commission and to the purchaser.
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3. Section 271.806 is amended by revising paragraph (a), to

read as follows:

$ 271.806 Jurisdictional agency determination and Commission

review,

(a) Petition under §§ 271.804(d) and (e) and 271.803(s).

The jurisdictional agency shall treat the following petitions
as if they were applications for initial determinations and
shall comply with the applicable provisions of»Subpart A of
Part 274:

(1) petitions to designate a well as seasonally affected
pursuant to § 271.804(d);

(2) petitions to determine that production in excess of
an average of 60 Mcf per production day was due to

(1) use of recognized enhanced recovery techniques
defined in § 271.803(a), or

(11) temporary pressure buildup pursuant to § 271.804(e).

4, Section'274.206 is amended by adding a new paragrarh (e),

to read as folllows:

§ 274.206 Stripper well natural gas.,

* * * * *
(e) Determination of increased production resultidg from

temporary pressure buildup. For purposes of a determination

under § 271.806(a) that excess production resulted from

Bewia
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teaporary pressure buildup in the well bore,'the applicant
shall file:
(1) The name and addresses of the applicant and

sew ot o

- P . |
pUHrecuasca oy

(2) An identification of the well and accurate reference

(£) the original determination qualifying the well as 2

stripper well, and
(11) the notice, if any, filed by a purchaser
pursuant to § 271.805(a);

(3) The monthly production reports, tax records or billing
statements for the 90-day production period in question or, {f
permitted by the jurisdictional agency's filing requirements;
summaries of such records or billing statements;

(4) A statement of the total production for the period in v
question, and the average production per production day;

(5) A statement of the number of days the well was shut~in -

2nd a description of the reason for the shut—-in.
(6) Engineering, geological and/or production data to

support a finding that the increased rate of production was the

v

result of a pressure buildup which occurred when the wall was
shut-in. ) ‘ .

(7) A statement, under oath, that to the best of his -

information, knowledge and belief,
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(1) the well would have produced at an average rate not

exceding 60 Mcf per production day during the relevant 90-day

production period had the well been continuously opea toc the v

line during such period,

(i1) the information supplied is true, and

v’

(111) the petition for this determinatiou has been served

on the jurisdictional agency,

the Commission,

and any purchasar.

(8) If the jurisdictional agency so requires, certified

coples of records relied on by the applicant including copies

of the agency's official files.

B LA

"




Rule 21.

An application for determination for increased preoductien resulting

temporary pressure buildup shall include:

1. Division Form C-132-A and an approved copy of Form C- 132
qualifying the well as a stripper well,« arpzeaa

2. A copy of the purchaser's notice, if any, that the average
daily production of the well for the relevant 90-day

production pericd has exceeded 60 Mcf.

S N ol W s AU QO

3. A summary or tabulation of production records for the 90-day
production period during which the well's average daily pro-
duction period exceeded 60 Mcf.

4. A statement of the total production for the period in question,
and the average production per production day.

5. A statement of the number of days the well was shut-in and
a description of the reason for the shut-in.

6. Engineering, geological and/or production data to support
a finding that the increased rate of production was the
result of a pressure buildup which occurred when the well
was shut-in.

7. A statement, under oath, that to the best of his information,
knowledge and belief,

a. the well would have produced at an average rate not
exceeding 60 Mcf per production day during the relevant
90-day production period had the well been continucusly
open to the line during such period,

b. the information supplied is true, and
Divisiewe FERC
t. the petition for this determinatjfn has been served on
the jleicdict )

-l e

purchaser.

""R

1

P

"' ‘,\‘\'r e ™ D:\: lD»ON

Cip CObLE

T
-\ r

]

s e i T

_@Q_«E"”'Sn NO. _ 2
LET D 7’?4

o 2 i B —— =

W 3

o




APPLICATION FOR CONTINUED A """"Ei"" ol Lovis D
STRIPPER CLASSIFICATION srere rec
. Stare Ol & Gas Leasw Hia.
~FOR JIVISICH USE UNLY: : :
BATE COMPLETE APPLICATION FILED
i DI
DATE DETERMINATION MAOE N NN
. U Agteerent a7
WAS APPLICATION CONTESTED? YES KO it Ao ' frame
WAME(S) OF INTERVEROR(S), IF Any: ‘ T Ty TR Ty
- e ¢l Lymaen 9, Well Ne. -
- Acziess of Cpeiaiar A 10. Fleid ang Poo!, or Wiideet
= ien s eel wnrv Lcrran LeCAYEN______  rEET reem v-;c - wmg 13 Gounty
-p ' rETY Foow Tul - Liul OFr 3¢, Pwe, og¢g. nMPas

o Base ang Accress of Purchaser(s)

CLASSIFICATION

1. Check appropriate box for category sought and information
submitted. :

2. Al applications must contain the items required by the
applicable rule of the Division's “Special Rules For
Applications For Welihead Price Ceiling Category Determinations®

as £.77%

a3 Y0 I0WsS: ‘ R
A. Increased production resulting from reco'yrﬁic«écd;\-e%f‘u;é‘“‘«*‘ LT
recovery techniques ; CIL COTIRVATION DIV

[ A1l items required by Rule 19 é -%__Ef(;“ii;;'( 5’-ix';}.___(_7;___~
B. Well is seasonally affected | cossvo 2199 -

[0 A1l items required by Rule 20

C. Increased Production Resulting from Temporary Pressure Buildup

A1

(L]

< +ama st aend hee D..1 > X
- biA0S “w

— Tequire oYy L\ii.;q A -
" RERESY CERTIFY THAT THE INFORMATION CONTAINED FOR DIVISION USE ONLY
SREIK IS TRUS AND COMPLETE TO THE EEST QF MY —
XOWLEDGE AND BELIEF. Il Approved
1 oisapproved

MAME OF APPLICANT (Type or Print) The informtion‘contained herein {ncludes alY

of the inforzmition reguired to be filed by the

: applicant under Suhpart 8 of Part 274 of the
~ SIGNATURE OF APPLICANI FERC regulations.

2¢%e
2te - EXAMINER




APPLICATION FOR CONTINUED

STRIPPER CLASSIFICATION

~FOR_J1VISICH USE OnLY:
DATE CO4PLETE APPLICATION FILED

DATE DETEAMINATION MADE

BAS APPLICATIAN CONTESTED? YES 8O

RAME(S) OF INILRVENOR(S), IF ANY:

SA, Indicate Type ol Lousw

ves q

3. S1ave Ol 3 Goas Lesse 1o,

7. Unit Agreement l.ane

sravg

0. farm or Lease Name

- eTe el Speranat

%, Well No. -

- AC2re3s 8! Cowaior

10. Fleld and Poo!, or Wiideat

- bc=tien of Seli

enT? LETTER

[L 341 J— | S 7 O g

Ling 12. County

L d eCEY POOW Tul LIk aF 9tC. Twe, [ 21 8 [ i)
ae HBame ang Acdress of Pyrchasar(s)
CLASSIFICATION
1. Check appropr:ate box for category sought and information
submitted.
2. All applications must contain the items required by the

applicable rule of the Division's “Special Rules For
Applications For Wellhead Price Ceiling Category Determinations™
as follows:

A. Inereased production resulting from recognized enhanced
recovery techniques
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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners: Charles B, Curtis, Chairman;
Georgiana Sheldon, Matthew Holden, Jr.,
and George R. Hall.

High-Cost Natural Gas: )
Production Enhancement ) Docket No. RMB0-50
Procedures ) - - ¥o 0 _.
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FINAL RULE \ CASE NO.
{(Issued November 13, i980)

On July 25, 1980, the Federal Energy Regulatory Commission

(Commission) issued a Notice of Proposed Rulemaking (45 Fed. Reg.

ugust i, i98U) to establish an incentive maximum lawful

"~
ALdlT,

U

price under section 107 of the Natural Gas Policy Act of 1978 (NGPA)
for certain dintrastate gas produced from wells on which production

enhancement work has been performed. The proposed incentive price

was the lesser of the section 109 maximum lawful price or the nego-

" tiated contract price. The Commission proposed this incentive price

in order to prevent loss of production from wells for which the.
existing intrastate contract prices permitted under section 105
6f thé NGPA are insufficienﬁ'to encourage production enhancement
= _
work necessary to maximize or continue production.

We are now promulgating a final ru}e. During the course of

this rulemaking we have reaffirmed our original, general purpose

DC-C-39
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to encourage production of gas reserves that would not otherwise
be produced. However, the Commission's lack of sufficient informa-
ticn respecting the economic impact of the proposed rule on the
natural gas industry and consumers and our inability to olicit
enough information during the comment period to permit us to pre-
dict the exact nature and extent of that impact dictate that we
proceed with caution. 1/ Therefore, we have not extended the scops
of the rule to include gas subject to sections 104 and 106(a), 2/
i.e. gas committed or dedicated to interstate commerce; or gas

subject to section 106(b), i.e., intrastate rollover contract

1/ Commission action in this regard commenced on June 13, 1979
T with the issuance of a "Notice of Inquiry Regarding the
Implementation of Section 107(b) and (c) of the Natural Gas
Policy Act of 1978" to identify categories of high-cost
natural gas and correlative incentive prices. Docket
No. RM79-44 (44 Fed. Reg. 34511, June 18, 1979). In response
to a petition by the Sun Gas Company (Docket No. RM80-41,
filed February 27, 1980), the Commission initiated Docket
No. RM80-50 and in that docket, approved in principle on
May 29, 1980, proposed a rule classifying natural gas
resuiting from production enhancement procedures as high-
cost natural gas and specifying an incentive price. See
Notice of Availability of the Staff Draft, Docket No. RM80-50
June 12, 1580 {45 Fed. Reg. 41449, June 19, 1980); and
Memorandum to Public File: Informal Conferences with the
Public to Discuss the Staff Draft, Docket No. RM80-50.
A HNotice of Proposed Rulemaking was issued in RM80-50 on
July 25, 1980, and thirty day comment period was announced.
Two public hearings were held following the comment period
to receive oral comment.

3/ There are additional reasons for excluding section 104 and

section 106(a) gas from the scope of this rule. Sce discus-
sion infra at page 6.
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gas. Nor have we increased the incentive price ceiling above

the section 109 maximum lawful price, i.e., the price applicable

tO gas not subject ToO any otner section of Title I. We have also
decided to retain those requirements in the rule that are essen-

tial to insure that the incentive price provided in this rule is

available only when necessary to provide a reasonable incentive

for production. _3/ However, based on comments received during

this rulemaking, we have extended the scope of this rule to add

five production enhancement techniques to the five originally

proposed.

I. BACKGROUND

A. The Problem

Section 105 of the NGPA establishes maximum lawful prices

-

for first sales of natural gas that was not committed or dedlcated

e N L e TN T e g s et vt - e s - e ——— -y

te interstate commerce on November 8, 1978, and tnat is sold under

——— s 4 e st e W

E_ESBSIaCh that was in effect on November 8, 1978. Section 105

m— - w—— e e - e

also covers sales of gas under successor contracts to such existing

3/ Under section 107 the Commission is empowered to designate
certain natural gas as "high cost natural gas" if it is
produced under conditions that present extraordinary risks
or costs and to establish prices higher than the otherwise
applicable maximum lawful price to the extent necessary
to provide reasonable incentives for the production of
such gas.
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contracts. Maximum lawful prices in section 105 are referenced to
the price or price terms of the contract on November 9, 1978.

Under section 105(b)(2), a producer whose contract price on
date of enactment was above the maximum lawful price for "new"
natural §as, i.e. the section 102 price, is catitled to receive
the higher of the section 102 price or his contract price, adjusted
for inflation. If and when the section 102 price exceeds the con-
tract price (adjusted for inflation), as a result of the effect of
the additional section 102 growth factor, 4/ the producer and pur-
chaser can reneqotiate the contrant nrisc uz O Lhe section 1UZ
price.

Under section 105(b)(1), however, the producer whose contract
price on November 9; 1578, was less than the section 102 price is
only entitled to the lower of the section 102 price or the price
under the terms of the contract as of November 9. Thefefore, not
only is the producer making sales subject to section 105(b)(1) denied
the section 102 price, he is also prohibited from renegotiating
the contract to obtain a price higher than that determined under

=1

the © agt's terms con date of enactment. If the producer encoun-

ters production problems, he will be unlikely to correct those

4/ 1In addition to being adjusted by the monthly inflation factor
the section 102 maximum lawful price is also escalated monthly
by a growth factor.

T I T T S T P
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problems if the section 105(b)(1l) price is insufficient to cover

able profit. Under such circumstances production will probably
diminish and, at the point out-of-pocket expenses exceed revenues,
the producer will be likely to abandon the well. The result of
either abandonment or a decrease in the rate of production may be
permanent loss of the unrecovered gas.

The origins of this pricing problem are unique to section 105 5/

the costs of production enhancement work and alsc return a reason- 1
]
i
!
|
|
4
1

and derive from the imposition of federal regulation on contractual |
relationships that responded to and were created in a very different j

regulatory environment. The only previous limitations on renegoti-

_ 1
ation of intrastate contract prices were state law and any restric- g
tions contained in the contract itself. Contracts freguently con-

tained no pricing provision to account for production problems that

might develop during the course of producing a well but that were

unforeseen at the time the contract was entered into. However, if
a purchaser deemed it in his best interests to compensate a producer- :
for correcting such problems in order to obtain additional gas sup-
plies he was free to renegotiate the contract. Thus, pricr to the
NGPA, a purchaser could assume that he would be able to protect

his interests by using renegotiation as a safely value in such situa-

tions.

. '
.
R TR Y, T A N O T U

The advent of the NGPA vitiated that assumption. In section

105(b) (1) Congress "froze" intrastate contract prices in order

5/ See discussion of section 106(b) infra at page 9.
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. , to protect purchasers of very low-priced intrastate gas from the

| increase in bargaining power accruing to intrastate producers

. under the NGPA as a result of their ability to sell in the inter-
state, as well as the intrastate, market free of prior regulatory
restraint. _§/ Howevef, prohibiting intrastate producers from
charging increased prices also restricts their intrastate
purchasers. A purchaser willing to increase the price he pays for
gas by providing revenues I-ir production enhancement work in order
to insure an increase in gas supply is prevented from agreeing to
pay that higher price unless the contract provides, by its terms,
a mechanism for increasing the price above that in effect on date
of enactment.

This legal restriction confronting producers of gas subject

to section 105 dces not apply to producers of interstate gas, i.e.,

gas that is subject to sections 104 and 106(a). _7/ The maximum

6/ Section 601(a)(1)(A), denies Natural Gas Act jurisdiction
to any natural gas not committed or dhdicated to interstate
commerce as of November 8, 1978.

_ 7/ Section 104 of the NGPA provides maximum lawful prices for
natural gas that was committed or dedicated to interstate
commerce on November 8, 1978 and for which a just and reason-
able rate under the Natural Gas Act was in effect on November 8,
1978 for the first sale of such gas.

Section 106(a) provides maximum lawful prices for natural
gas that was committed or dedicated to interstate commerce
on November 8, 1978 and that is sold under any “"rollover
contract.” A rollover contract is any contract entered
into on or after November 9, 1980 for the first sale of
gas that was previously subject to a contract that expired
at the end of a fixed term.

LRy e b T e
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lawful prices for those sections are based on the just and reason-
able rates under section 4 of the Natural Gas Act as of April 1,
1977, adjusted for inflation. If the revenues produced by such
prices are inadequate, the problem is attributable to the rate-
making methods used under the Natural Gas Act. Buyers and sellers

who contracted in that regulateory environment are assumed to have

taken these price restrictions into account when deciding to proceed

with a transaction. Because any inadequacies in the maximum lawful
prices for section 104 or section 106(a) derive from a different
regulatory context than those in the section 105 price, we will

Aot geal witn tnem under this rule. _8/

B. The Commission's Solution

The Congress has authorized this Commission to permit higher

maximum lawful prices if necessary tc provide reasonable incentives

to encourage production of gas that is produced at extraordinary

e m——

risk or cost. _9/ The Commission has decided that an incentive

is necessary }n_o;der_to induce a producer of section 105 gas to

perform production enhancement work. We have determined to permit

N —y ———— % A < - M o PN D TE ST T —

8/ We note that Congress has provided special repricing mechan-
isms for such gas in sections 104(b)(2) and 106(c). See note
10, infra.

9/ Section 503, entitled "DETERMINATIONS FOR QUALIFYING UNDER
CATEGORIES OF NATURAL GAS," sets out procedural rules

(Footnote continued on next page).

N
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an incentive equal to the lesser of the price under section 109,

— ——

(a price category reserved by the Congress as a kind of residual

or catch-all) or the renegotiated price. The section 109 price

as of November 1980 is $1.929.

Production enhancement work is performed in order to maintain
or to increase production from a marginal well or to return an
abandoned well to production. 10/ Typical production enhancement

operations such as re-entries, recompletions, or the addition of

compression are not commonly regarded as presenting extracrdinary

risks or costs. In certain circumstances, however, cost becomes

8/ Footnote (Cont'd)

regarding category determinaticons under the NGPA. That section
discusses jurisdictional agency authority to make category
determinations, the effect of such determinations, and review
of such determinations by the Commission and the courts.
Section 107(c) specifically provides for determinations to be
made in accordance with secticn 503. Section 503(a){1)(D)
mirrors this provision. On the basis of this authority, the
Commission provides in this rule for use of jurisdictional
agency determinations to identify qualified production
enhancement gas.

lg/ The final rule is intended to encourage production of natural
gas from wells that reguire production enhancement work in
order to maintain or to enhance production. Production
enhancement, as we use the term, must be understood in the
context of declining production rates. Production enhance-
ment would include operations calculated to maintain the
current rate of decline in production if that rate would
otherwise accelerate. Enhancement operations are those
intended to improve, i.e., to retard, a declining production
rate. A successful enhancement operation will increase
the amount of gas reserves ultimately produced but need
not brake ccmpletely the decline in production rate.
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extraordinary because it cannot be recouped at thie otherwise ap-
plicable‘section 105 price or because it is so high in relation

to the price uﬁder the contract that the producer simply will not
undertake the production enhancement operation in the absence of
an incentive price. Nevertheless, the price necessary to induce

a producer to perform these types of operations will prove, in
almost every case, to be lower than the price that pipeline pur-
chasers would pay for new supplies or that end users would pay for
alternative fuels.

For all the above reasons, the Commission has decided to en-
courage such production enhancement work by providing an incentive
price for gas subject to section 105, if such work is performed.
As in the proposed rule, the incentive price provided in the final
rule is the lesser of the section 109 price or the renegotiated
price.

As a general matter the Commission will not at this time extend

the incentive price for production enhancement gas to section 106(b)

gas. We note that the Congress has provided other repricing mecha-
~ S TTT— —
nisms for such gas in section 106(c). 11/ However, in order to avoid

11/ Section 106(c) authorizes the Commission to establish a
maximum lawful price in excess of that prescribed in sec-
tion 106 for rollover contract gas. Such a price must be
just and reasonable within the meaning of the Natural Gas

(Footnote continued on next page).
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the anomalous result that would occur if the contract for production

enhancement gas rolled over and resulted in a maximum lawful price

lower than the incentive price available under this rule, 12/ the

the Commission is amending its regulations in ¢

ubpart F of Part 271,

concerning intrastate rollover contracts, to permit the producer to

11/

Footnote (Cont'd)

Act. The Commission has issued proposed rules prescribing
substantive and procedural guidelines for granting “special
relief" under this section (as well as sections 104(b) and
iU%\0); and will Coordinate the rfinal rule on special relief
with the final rule for production enhancement gas. See
Procedures Governing Applications for Special Relief under
Sections 104, 106 and 109 of the Natural Gas Policy Act of
1978, Docket No. RM79-67, Notice of Proposed Rulemaking,
issued August 14, 1979,(44 Fed. Reg. 49468, August 23, 1979);
Notice of Request for Public Comment . . ., issued January 16,
1980, (45 Fed. Reg. 5321, January 23, 1980); Notice of Proposed

Rulemaking, issued May 9, 1980, (45 Fed. Reg. 31744, May 14,
1980}.

Under our current regulations for section 106(b), the maximum
lawful price for gqualified production enhancement gas in the
month of rollover would be the higher of the otherwise applic-
able section 105 price or $ 1.121, as of December, 1978,
adjusted for inflation to the month of rollover. It is con-
ceivable that an escalation clause in the original contract
triggered sometime after the gas gualifies under the produc-
above the incentive price, in which case no decrease in the
maximum lawful price would occur when the renegotiated "suc-
cessor contract" rolled over. However, for the majority of
gas subject to this rule, the original contract will contain
no such provision, and, absent an amendment to our rules for
section 106(b), the gas will be remanded at the time of roll-
over to a price under the original contract terms that will,
in many cases, be substantially lower than the incentive price
provided under this rule. See discussion of price impact,

infra at page 31.
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price his gas under section 106(b) at time of rollover by reference

to the incentive price provided in this rule. 13/

c. How the Incentive Works

By the terms of the rule and for the reasons previously dis-

cussed, only gas sold under an existing intrastate contract or a

successor contract can qualify for the incentive price. In addition,

the production enhancement work to be encouraged must be commenced
on or after May 29, 1980, the date the incentive price was first
" proposed in an opeﬁ Commission meeting. We must assume that an
incentive price was not necessary to induce a producer to engage in
any production enhancement work commenced prior to the announce-

ment of that price.

The producer must obtain an eligibility determination from

ppasan—

the jurisdictional agency in order to receive the incentive price.

s

Ca . / He may obtain that determination before or after completing the
o ' : _
production enhancement work but will be prohibited from charging

e+ e, e~
T — e o .

and collecting the incentive price, on either an interim or a retro-

e meaw a m

active basis, until the work has been completed.

. mbeioh m ee MTmAlr e B e st

T ————e

13/ Technically, this amendment modifies our regulations for

— section 106(b). However, the amendment is being prescribed
under our section 107 authority; it constitutes neither an
intepretation of the term "expired contract” in section
106(b){1)(A) (i) nor an exercise of our authority under sec-
tion 106(c) to prescribe a higher maximum lawful price within
the just and reasonable standard of the Natural Gas Act.
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The Commission has crafted the eligibility requirements to

insure that an incentive price is necessary for undertaking the

production enhancement work and that the price itself is reason-

—

able, and not an excessive incentive. The Commission wishes to

P

be assured that the incentive price is available only for well
——— ___._——’_’-—-—- -

for which the section 105 maximum lawful price is insufficient to

— T ———

encourage application of production enhancement techniques now

———

or in the near future, and for which the potential increase in gas

production is large enough to insure that thc increased cost to
e e S ,

the pipeline purchasers and end users will not exceed the price

'they would have to pay for new supplies or alternative fuels. At

——

the same time, the Commission has precluded from qualification,
gas that is produced as a result of production enhancement work
that would have been performed absent the availability of the

incentive price or that is performed only for the purpose of

repricing the gas. '
As tﬁgiggigz)of its safeguards the Commission has required

parties to amend the contract ir existence on November 9. 1978,

prior to filing an application with the jurisdictional agency._‘__J

The amendment must permit collection of an incentive price stated
in the application, which cannot be greater than the section 109

price. 14/ This renegotiation requirement will provide the

;5/ If the fixed price is lower than the section 109 price, the
contract price is the incentive price.

el i
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{

purchaser with an opportunity to resist paying the higher price if

he is';ot reasonably assured that the production enhancement work

will produce sufficient additional volumes to make the increase

in cost economic. 15/ Although the assumption may not be valid

in all cases, the Commission also believes that most purchasers

will not sgree to pay a higher price unless they are sure that the

additional gas would not otherwise be produced because the cost

of the production enhancement work is prohibitive at the existing

price. Thus the renegotiated price is a test both of the necessity

ivi an incentive and Of the reasonableness of the incentive price.
Purchasers commonly make such assessments when they negotiate

contracts1{%e do not believe that an intrastate purchaser will

accede to the intrastate producer's attempts to renegotiate the

——

contract tor flowing gas merely because the producer wishes to

receive the Incentiv& price. It is significant to note that,
prior to passage of the NGPA, producers and purchasers in unreg-
ulated intrastate markets were free to renegotiate their con-
tracts. Experience shows that many of those contracts were not
renegotiated, even in circumstances where the prices under new
contracts were rapidly escalating.

In addition/to filing a copy of the relevant portion of the

amended contract with the jurisdictional agency, the producer must

15/ We note that the unit cost cap establishes the upper limit
on what the Commission considers economic.




Docket No. RM80-50

also secure an oath from the purchaser that he has a reasonable

[ —

basis to believe the producer's statement that the production work

B )

is necessary, thqﬁ_iﬁ_would not be performed absent the incentive

price because of the inadequacy of the section 105 price and that

B S

——

the reserve and production estimates are reasonable.

——

The Commission views this purchaser ocath as essential to the

integrity of the incentive pricing

scheme because willingness to

renegotiate a contract is not always coincident with a belief that

the new price is necessary as a reasonable incentive. There may

be a number of other reasons why a purchaser would be willing

to pay a higher price for natural gas.(?nu-intent in requiring the

p————

purchaser oath is to eliminate the possibility that o=s will be

N——

repriced simply because of the producer's bargaining power.)

In most cases purchasers are sufficiently familiar with the

necessary information regarding a well's production capability and

the costs or risks of enhancement work to know if a higher price is

necessary for increasing gas production.

hesitancy in making

_________ 7 the ctatement

’

determine that the incentive price

If the purchaser has any

dn s DA FS
- AD MMM W

pa

sought by the applicant is

necessary as a reasonable incentive under section 107.

Tti-ffffigg} mgii_fi;g,an_oath_s:atement~that~the section 105

price is inadequate, that the production enhancement work can reason-—
e e e e e R

ably be expected to enhance production and that the work would not

——~————

be performed absent an incentive price.

r———'—_—\——__

He mus also)estimate
- ——

FPR
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the well's current and enhanced rate of prcduction as well as the

PO, ——

1ncrea§§ in revenues to be expected from application of the incen-

tive price and must use those estimates to determine whether the

projected increase in revenues that is attributable solely to the

JUa

projected increase in units of gas production exceeds a price per

MMBtu equal to 200 percent of the maximum lawful price ailowed

e o e - e -5 =

for conventional, onshore development, i.e., the section 103 price.16/

We are requiring this calculation because we have determined that,
if the effective cost for any increases in production appears,
prospectively, to exceed the commadityu wvalne of +that inoramantal

production, the higher maximum lawful price cannot be considered

;g/ The proposed rule would have set the unit cost cap at the
price for imported crude oil. The Commission received a
wide variety of comments concerning the proposed cap on
the unit cost of incremental production. Many commenters
supported this proposal by arguing that the cap would pre-
vent economic waste, prcducer windfalls and unnecessary
consumer costs. (These commenters endorsed the unit cost
cap as support for their argument that the incentive price
ceiling should be set higher than the secticn 109 price.)
On the other hand, at least one commenter argued that the
unit cost cap is shortsighted and should be deleted. This
commenter stated that, even if the price of incremental
volumes rises above the cost of foreign crude from time
to time, the goal of displacing mci2 expensive foreign
0il over the long term is still advanced. According to
the same argument we could allow the price of the incre-
mental volumes to rise to a price many times that of foreign
crude. We believe it appreopriate, within the mandate of sec-
tion 107, to establish a unit cost cap that allows as much
foreign crude to be displaced as is possible while limiting
the price of the gas to a level that is reasonable in the
context of the NGPA.
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a reasonable incentive, even though the higher price is necessary
to induce production enhancement efforts. (However, because the
unit cost cap is a function of the difference between the existing
section 105 price and the incentive price, a producer who would
otherwise be disqualified may be able to satisfy the cost cab re-
quirement by lowering his renegotiated price sufficiently below
the section 109 price.)

In the recently issued final rule relating to tight formation
gas, 17/ the Commission discussed the commodity value of natural
gas and identified two benchmarks for determining that value.
First, the Commission referenced the commodity value of such gas to
the most recently available Btu-equivalent price for No. 2 fuel oil
deliveries to electric utility facilities, which was $5.78. Based
on this Btu-equivalent price, the imputed commodity value of natural
gas was obtained by subtracting the average cost of transporting
gas from the welihead to the user. The average transportation and
distribution costs for natural gas were determined {o be approxim-
ately $1.00 per MMBtu; thus the commodity value of natural gas in
relation to No. 2 fuel o0il was estimated to be about $4.78 per
MMBtu. The Commission also noted that, as an alternative, the
commodity value of natural gas could be established by reference

to the price of imported Canadian or Mexican natural gas. The

17/ Docket No. RM79-76, issued August 15, 1980, (45 Fed. Reg.
56034, August 22, 1980).
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Commission determined that 200 percent of the section 103 price
closely approximates the price of such imported gas. 18/

Based on the same reasoning, the Commission has decided to set
the unit cost cap for incremental production at a
equal to 200 percent of the section 103 price. This cap does aot
represent the actual value of the incremental production. It merely
establishes a ceiling above which any incentive price for incremental
production can no longsr be considered reascnable.

We have permitted a calculation based on a series of estimates,
and have not requiredJcomplq?ipn of the production enhancement work

—

prid}—to application, in order to accelerate the qualification pro-

—— -

cess while allowing the applicant to be certain that he may continue

to qualify for the incentive price even if a project falls short

oé pro?uction estim;ges that were reasonable when filed. We acknow-
;;gée that obtaining accurate estimates may be a probiem. Neverthe-
less, we have decided to rely on the good faith of the parties in
this regard. Should experience demonstrate that our reliance has

been misplaced, the Commission will feel compelled to terminate

the program. 12/

18/ The price for imported Canadian or Mexican natural gas was
$4.47 as of November 1980. Two hundred percent of the
section 103 price was $4.658 as of November 1980.

19/ Moreover,the Commission may find an adequate basis in specific
instances to reopen a favorable determination under §275.205
and vacate the determination if information is disclosed which
indicates that the estimates were not filed in good faith.
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» order for a producer to qualify for the incentive price

) 4

the jurisdictional agency must determine that there is a reason-

able basis to conciude that the particular production enhancement

work is necessary and that it can be expected to maintain or en-

hance production. We are relying on the jurisdictioral agencies’

M

knowledge regarding the production characteristics of the wells
or zones in question and their technical expertise regarding the
purpose and efficacy of the production enhancement techniques in
enhancing production from those wells.

The jurisdictional agency mus examine the Ms

production estimates in light of other information in the record ’

—— >

in order to assure itself that those estimates are reasonable and

that the effective cost of the incentive price does not exceed the

price for new gas supplies or alternative fuels.

P

The Commission is comfortable at this time with its choice

of an incentive price no higher than the section 109 price. There-

fore, as a general matter, it is willing to accept the parties’

judgments and caths regarding the necessity for such an incentive
/_

in particuiar situaiions./.The Comm

do

ssicn will not, and the juris-
dictional agency need not, inquire further coancerning prics, unless
information or discrepancies in the record give cause for doubt

as to the veracity of the producer‘'s or purchaser‘'s oaths.

D. Jurisdictional Agency Pindings and Discretion

As a practical matter, the success of this rule in effecting
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the purpose for which it is intended rests with the jurisdic-
tional agencies. We have provided latitude to the jurisdictional
agencies in order to permit them to exercise their judgment in
determining whether the incentive price is necessary as a reason-

able incentive for the producer to uvndertake production enhancement

R

work.

A3 we have indicated, what constitutes a reasonable incentive

~——— —

for production enhancement work, within the meaning of section 107, |

depends on several variables: the applicable contract terms upon

Q——-—-——_'
witicn tne section 105 price is based, the increment in production

to be expected from application of the production enhancement tech- §

nigque, and the cost or risk associated with use of that technigue.

s

—n

The fléxibility we have afforded the jurisdictional agencies re-
flects our belief that in the face of so many variables, a reli-
able basis for affirming the necessity and reasonableness of an
incentive price cannot be established by rigid regulatory guide-
lineé; |

For example, we intend that this flexibility permit a juris- s
dictional agency to find that no incentive price |
‘is necessary for gas produced from a horizon above other producing ’-f
horizons, if it determines that the producer would have produced -
the upper horizon anyway in thevnormal course of production. It

might make a similar finding if a downhole pump were installed to

lift liquid hydrocarbons, e.g., condensate, in order to increase
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gas production but the value of the condensats would, by ituels.
provide an incentive to installation of lift equipment. Similarly,
if production enhancement work were performed on an oil well,
ostensibly to increase production of associated gas, the gas might
be denied the incentive price provided under this rule if the work
would have been performed in any event to increase oil production.
A jurisdictional agency might aliso make a negative determina-
tion if it found that the filed estimates concerning incremental
production were disproportionate to previously recorded production:
or that the work performed was not within a defined category of
production enhancement work; or that the stated or estimated cost
of the production enhancement work is sufficiently low in relation
to the section 105 price that it could not accept the producer's
cath statement that the work would n>t have been performed in the

: absence of the incentive price.

E. The Production Enhancement Techniques

The production enhancement techniques specifically included
in the final rule have been broadly defined in order to permit the ]
jurisdictional agencies to be flexible in determining what types of
projects should qualify under the final rule. Any attempt on our
part to define these projects more narrowly could result fh‘the
exclusion of many deserving projects. 1In allowing this degree
of flexibility we are relying on the technical expertise of the

jurisdictional agencies.
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e

The proposed rule included, and requested comment on, five

categories of production enhancement techniques. All have been
included in the final rule. In addition, and in response to
comments, we have added five other categories of production
enhancement techniques. Should techniques that we have noﬁ
considered in this rulemaking be brought to the attention of

the Commission, the rule may be amended. 20/
/”’/\
The €Eizf_fjffggfzzpf production enhancement work is re-
e e e e e e e e e e J

entry into a well that has been plugged and abandoned.

_ - —

—
The €§;;;d category covers work performed in re-entering a

well to drill deeper, or to sidetrack, to a different completion

location. This category will usually apply whenever a well that
wasg drilled in the past, and from which the drilling equipment
has been removgd,,is re-entered for further drilling.

Theighird category/is recompletion by reperforation of a

zone from which natural gas has been produced or by perforation

—

of a different zone. 21/ This category will apply whenever a

[

¢/ In this regard, the Commission will entertain properly
filed petitions by interested parties for amendments to
include additional production enhancement techniques in
the rule. See § 1.7(b) and (e) of the Commission's
Regulations.

2)/ At least two commenters requested a clarification with
respect to the second and third categories. They asked

(Footnote continued on next page).
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well is perforated other than in the original completion location.
The Commission is aware that a producer may perforate a new zone
higher up the wellbore than the zone he is currently producing and
then produce from both zones. Accordingly, if a well gqualifies

under this rule as a result of a "perforation ¢f a different zone,"®
only the gas produced from the new ccmpletion location will receive
the incentive price. The producer will be responsible for separately
identifying the gas from each completicn location. We realize that,
in most cases, the gas from separate completion locations will be

produced through separate "stringers” and metered separately.

of production among the producing intervals or completions will

be required.

”’*\
The(féngh category)is the repair or replacement of faulty

or damaged casing, tubing or related doq&kgig_gggigggpt. It
e e e e

should be emphasized that this category is intended to include

21/ Footnote {Cont’d)

tnat the Commission clarify the proposed rule to provide
that re-entry for deeper drilling, or sidetracking, to a
different completion location (as opposed to a new comple-~
tion location as provided in the proposed rule) and a recom—
pletion by perforation of a different (as opposed to a new)
zone would constitute production enhancement work. The
Commission believes that this suggestion is consistent

with the intent of the proposed rule. Accordingly, for
clarification only, the words "new"” in the second and

third categories will be changed to read "different.”
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major repair work only; routine maintcaance,

:l

owever costly,

is not production enhancement work. 22/

The f;}th categorg)is fracturing. acidizing or installing
N~———— .

compression equipment. The Commission razcognizees that production
T

enhancement work involving compression will often affect more than

one well. Activities that affect several wells would constitute

production enhancement work with respect to each well) suffi-

ciently affected to meet the other requirements of this rule.
e e —————

We also note that leasing of compression equipment will be treated

in the same manner as purchasing of such equipment, and that up-

grading compression or adding further stages of compression will

be considered to be installation of compression egquipment.
_Commenters requested the inclusion of a variety of other

production enhancement techniques. In response, we have included
the<§3£igying additional categories.j)
T : )

The first /Ais installation of equipment necessary for removal
—~———

of excessive water, brine, or condensate from the wellbore in order

- —

to establish, continue or increase production from the well. The

Sgory would apply, {or example, if any one of a variety of pumping

gg/ One commenter asked the Commission to consider inclusion of
costly well maintenance projects as a category of production
enhancement work. The scope of this rulemaking is limited
to incentives for work that is included in the definition of
production enhancement work. Operations that the Commission
considers to be normal well maintenance have been excluded
from that definition.
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lLﬁ techniques were used to remove large volumes of water in conjunc-
g tion with the production of natural gas, including use of elec-
o trically powered submersible pumps and sucker rod surface pumps
or glunger 1ifts. Ot
smaller than normal tubing to increase the velocity of the gas
in order to enable it to "blow" the water out of the well, or
the injection of foaming agents to change the water into a foam,

reducing the fluid pressure and enabling the gas to "blow" the

foam out of the well.,

y
second raddition covers workover operations designed to ]

reduce production of aveessiwrs walelr Ui _brine 1n order to estab-

lish, continue or izszggse production of gas from the well. Por

example, the perforations that are "watered-out" can be plugged
with cement, and gas can then be produced from other perforations
or from new perforations.

The hirg’additi’n concerns operations for disposing of

water or brine, the presence of which prohibits or severely

limits gas production from the well.
e et
The Sourtih ‘d”t’gn covers workover operations to control
sand production in the wellbore, or to remove sand from the
o 4

wellbore and downhole equipment in order t¢ continue to produce
PO e —

ga§ from the well. This category can include the use of gravel
J————_—_—

packing and filtered tubing liners to keep the sand out of the

tubing. or the pumping of an epoxy resin or other stabilizer




-
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into the wellbore to consolidate the sand around the wellbore.
This category can also include replacement of a gravel packer
or a tubing liner or the cleaning of a wellbore and application

of epoxy resin.
— T

o ~
The Qift tecﬁgfgge included in the rule is "inert" gas

injection, such as nitrogen injection. 23/ The nitrogen can be
e ———— e e e e —

compressed or liquified and injected into the reservoir to
displace the hydrocarbon gas. Once injected into the reservoir,
the nitrogen expands, either forcing hydrocarbon gas from the
reservoir or removing obstructions that prevented the flow

of gas into the wellbore. The Commission raalizee that &hi-~
last category, like compression, will often apply to more than
one well. To the extent that a pfoducer can demonstrate that a
well is sufficiently affected by the inert gas injection to meet

the other requirements of the rule, that well will qualify for the

incentive price. 24/

23/ 1In common industry parlance "inert" gas means gas that is
noncombustible. Several commenters indicated that
the section 109 price {(or even a price as high as the sec-
ticn 102 price) would induce no work of this nature because
of the extraordinary costs associated with the technique.
The incentive price may be inadequate to encourage inert
gas injection. However, we do not have an adequate basis
in the comments to deal with this problem at this time. We

will, therefore, leave its resolution to future proceedings.

24/ The technique of gas cycling was also suggested for inclu-
sion as a production enhancement technique. Gas cycling is

(Footnote continued on next page).
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Although many comments recommended that the jurisdic-

tional agencies be permitted to qualify for eligibility other,

~unlisted techniques, few supplied any guidelines regarding the

nature of this determination or the extent of jurisdictional
agency discretion. The Commission wishes to avoid the complex-
ities attendant in qualifying production enhancement techniques

on a case-by-case basis. As we have stated, however, we will

———
remain receptive to appropriate petitions for addition by amend-
/.——-“-_‘-‘—“ e ————
ment, made under §1.7 of our regulations.
————<—"//—

F. The Incentive Maximum Lawful Price

The incentive maxinun 1owiul poive will trequently be the
same as the renegotiated price agreed to by the parties. However,

that price cannot be greater than the section 109 price.

. S ke . . —— — ——— - — . ———

24/ Footnote (Cont'd)

a technique for increasing the recovery of natural gas
liquids and condensate from a reservoir. The technigquas
invclves the re-injection into the reservoir of natural

gas, stripped of its ligquids; the gas may have been pro-
duced from that zone or another zone. Sufficient reservoir
pressure is therby maintained in order to prevent natural
gas liquids from condensing within the reservoir wellbore.
Although this process will result in an increase in produc=
tion £from the reservoir, the majority of this increase will
usually be composed of natursl gas liguids and condensate.
There may even be a net drop in natural gas production due
to volume losses caused by the separation process, losses
from injected volumes unrecoverable in the reservoir, or
losses due to use of natural gas as fuel to power the sep~
arator and injection equipment. An additional problem re-
sults if the injected gas is from another producing zone.

In this case it is difficult to determine accurately what
volume of gas produced from the target reservoir is “"native"
to that reservoir. For these reasons, this technique will not
be included as qualified production enhancement work,
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In order to avoid allocation problems that would arise were

the inoentive price applied only to the incremental volumes pro-

duced as result of production enhancement work, the Commission has

decided to apply the incentive price to all gas produced from a
N

well on which production enhancement work has been performed. 3§/

/ ’

Repricing all of the gas rather than only the incremental produc-

tion will also provide a measure of revenue certainty to the
producer. Even if his estimates concerning the expected increment
in production eventually prove to be inaccurate, or if the produc-
tion enhancement work effects nc increase in production at all,
he can still be assured of that increase in revenues which results
-from repricing the current production.

The section 109 price has been chosen as the ceiling for
the price incentives provided under this rule because, in the
Commission's judgment, it is sufficiently high to encourage a
large number of potential production enhancement projects and
low enough to prevent a windfall for producers. However, many

commenters requested an incentive price ceiling higher than the

fh

aection 109 price. Most commenters supnorted their regommen
by afguing that a higher ceiling would promote production of

even more volumes of gas.

N

5/ But note the exception in §271.704(c)(1)(i){B) for gas from
a well produciny from more than one zone.
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We cannot disagree that an increase in th2 incentive price
will produce some increase in the amounts of gas produced in
response to that price. We do disagree that the wordina of
section 107(b), which limits the price to one necessary to pro-
vide reasonable incentives, permits incentive pticing based L
wholly on a supply-maximization rationale.

If the purpcse of section 107(b) were, without qualification,
to induce the maximum production of natural gas, the Commission
could attempt to create a price sufficiently high that, from the
perspective of the producer, even the most costly, unpromising
oroduntinn anhancament vanturaes would appear economically attrac-
tive. However, in determining what constitutes a reasonable |
incentive the Commission must balance the needs of suppliers and
consumers. On balance, a reasonable incentive for production
enhancement work is one that will produce additional gas supplies
without requiring the consumer to pay unnecessary prices to obtain j

those supplies.

In the Notice of Proposed Rulemaking the Commission solicited é

data regarding projected increases in production that could be g

» nAanaos
- S 3

0
o7

the Commission has received no information that would permit it

to quantify the potential supply responses to various hypothetical

Ly i A -

N
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incentive prices. 26/ Absent such information, the Commission

[l
[} ]
i~
9
|d
2
ot
v
[+ ]
r
o
Q
-

ncrease the incentive price ceiling above the
We have looked to the statutory pricing scheme of the NGPA
in order to determine what constitutec 3 reasonavle incentive for
purposes of section 107. Under Title I of the NGPA, the section
109 maximum lawful price is applicable, inter alia, to natural
gas that was not committed or dedicated to interstate commerce
on November 8, 1978, and that was not subject to any contract
on November 8, 1978. 27/ We view this as evidence that Congrese
considered the section 109 price to be an appropriate incentive
to the production of any gas for which the price has not been
established either under the Natural Gas Act or, if intrastate,
by agreement of the purchaser énd seller. The purchaser's inabil-
ity to renegotiate a contract price now that he is subject to the
restrictions imposed by section 105(b)(1) is tantamount to there
being no contractually-established price to serve as a reference
in pricing gas produced as the result of production enhancement
efforts. The situations addressed under this rule and under sec-
tion 109 are analogous. The section 109 price appears to be an

appropriate incentive price ceiling for purposes of this rule.

26/ A few commenters labeled such projections as "inherently
unguantifiable."”

27/ Section 109(a)(3).
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At the very least, the Commission can be assured that such a
ceiling is not unreasonable when evaluated in the context of other
Title I prices. Given the minimal amount of information that is
available on the potential supply and price impacts of this rule,
we are inclined to proceed on this rationale. Our choice of this
incentive price ceiling does not preclude us from examining the
actual response to that ceiling and from determining whether it

continues to be appropriate.

G. The Potential Economic Impact of the Rule

In deciding whether to permit producers and purchasers of
section 105 gas to renegotiate their existing contract prices in
return for undertaking production enhancement efforts, the Commission
has attempted to assess the economic impact of this rule in a number
of important areas. First among these are the increased revenues
to intrastate producers and the associated increased cost to intra-
state consumers that will be generated by the incentive price. 2
second concern involves the potential impact of this rule on stimu-
lation of additional supplies of natural gas. Finally, there is the
question of the rule's distributional imeact on the interstate and
te cousumer markets.

The comments received by the Commission in this proceeding
make it ciear that the potential impact of this rule on consumer

costs may be considerable. According to information provided

by the Texas Independent Royalty Owners, in Texas nearly half
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the gas flowing in intrastate commerce sold for less than $1.00

per MMBtu during the fiscal year ending August 31, 1979. Assuming
that the situation in Texas is fairly typical of that in other pro-
ducing states, this statistic suggests that, of the more than 10
trillion feet of natural gas currently flowing in intrastate com-
merce, as much as 5 trillion feet could be eligible for a price
increase somewhere in the range of $1.40 per MMBtu. 2§/ Therefore,
in the unlikely event that all intrastate contracts now priced below

$1.00 per MMBtu were renegotiated up to the section 109 price, a

T W et I (R R

gross increase of as much as 7 billion dollars could be effected

iz the annual payments made ror gas subject to intrastate contracts.

Additional costs would be imposed on intrastate consumers to the

extent that contracts for intrastate gas currently selling above

$1.00 per MMBtu were also renegotiated up to the section 109 price.
Although the potential price impact of this rulemaking is

very consideraﬁle, the Commission believes that the safeguards

against abuse that have been included in the rule will minimize

any unwarranted results. The rule permits a purchaser to avoid

paying the higher price by refusing to renegotiate in the event he

determines that it would not be in hie econcmic interest to pay

a higher price in order to encourage production enhancement work.

28/ The $1.40 per MMBtu figure represents the difference between

—— an assumed $.50 per MMBtu price for gas priced below $1.00
per MMBtu and a maximum lawful price under section 109 of
approximately $1.90 per MMBtu.
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An example of the value of low-priced gas to an intrastate
consumer may be of illustrative value. An electric utility or
industrial user presently taking gas at the rate of 3,000 MdMBtu's
per day at a cost of §.30 per MMBtu would pay 1.75 million dollars
per year in additional costs if the price were renegotiated up to
$1.90 per MMBtu. Clearly, such a cost increase is of sufficient
magnitude that the purchaser will not voluntarily submit to such
higher prices unless the potential for increased supply appears
substantial.

Alternatively, real costs may be imposed upon intrastate
customers if they are precluded from contract renegotiations
Keyed to enhanced production activity. A purchaser of gas sub-
ject to a contract price may be unable to compel the producer
to undertake costly production enhancement measures. Purchasers,
in their discussions with producers, are in the best position
to judge whether a price higher than the otherwise applicable
section 105 price may be discouraging cost effective production
stimulation efforts by the producer. The Commission is willing
to allow purchasers to amend the price protections afforded them
by section 105 where such renegotiation is in the purchaser's
perceived self-interest.

The Commission’'s initiation of this rulemaking stems from

its perception that the potential supply response to produtﬁion

AT
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enhancement initiatives is substantial. Despite the many dif-
feresnces that exist among natural gas production projects, all
producing wells reach a stage in their production life where
the cost of maintaining production exceeds the revenue stream
from that well. 1If the price of natural gas is restrained below
market ievels, the point in the well's production life at which
a prnducer will be unable to recover his out-df—pocket expenses
will occur earlier than it‘would if the gas were sold at prices
closer to its market value. The eccnomic life of many wells
currently producing intrastate gas could be extended, in appro-
priate circumstances, if existing contract prices were permitted
to increase.

The volume of additional supplies that will be elicited
through production enhancement incentives provided in this
rule cannot be estimated with any absolute certainty. The rule
imposes no specific volumetric standard on the producer. Rather,
the required oath statement and unit cost cap are designed to
agive guidance to both the seller and buyer on the presumed value

of increments

1tal

gae supplics under curreni market circumstances,
These provisions should insure the max
able suvpply response to expenditures associated with production
enhancenment.

Finally, the Commission recognizes the possibility that

the rule may make gas presently sold under intrastate contracts
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less accessible to interstate purchasers if the current purchaser
seeks to obtain an extended supply ccmmitment in return for con-
senting to the higher prices authorized by this rule. However,

. to the extent this rule elicits gas that would not otherwise be
purchased, interstate market interests would be unaffected. Most
gas subject to renegotiation is produced from wells that are‘at
or near the end of their presently useful producing life. Thus,
the Commission expects the rule's distributional impact on the

interstate and intrastate markets to be relatively modest.

IX. SUMMARY OF THE FINAL RULE

A. Definition of Qualified Producion Enhancement Gas

We have added to Subpart G of Part 271 of our regulations
a new section, §271.704, which defines "qualified production
enhancement gas" and establishes a maximum lawful price for such
gas. Paragraph (c)(1) of § 271.704 establishes five criteria
which the jurisdictional agencies are to apply in identifying
qualified production enhancement gas.

First, the jurisdictional agency must find that the gaz i3
produced from a wéll (or a zone, in the case of multiple completion
locations) on which production enhancement work was commenceq,
or will be commenced, on or after May 29, 1980. In order to make

this finding, the jurisdictional agency must determine that the

work constitutes qualified production enhancement work as described
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in paragraph(d) 29/ and that the work was commenced on or after
May 29, 1980.

Se;ond, the jurisdictional agency must find ihat the gas is
subject to a maximum lawful price under section 105.

Third, the jurisdictional agency must find that a renegqo-
tiated price is in effect for a first sale of the gas at the time
of application. A renegotiated price is defined in paragraph (b)(3)
as a price (not higher than the section 109 price) which was agreed

to after the enactment of the NGPA in connection with production

enhancement work which is the subject 2f an application under this

rule.

In essence, the fourth criterion in the definition requires
the jurisdictional agency to find that the requisite estimates and
oath statements, regarding the necessity for and reascnableness
of the incentive, are not contradicted by other information in the

record.

Finally, the jurisdictional agency must find that the price
for the increased production does not appear, prospectively,

+tn excasd tha sommadise wvaliva Af &

——— ey - S = - —— A A S —————

gg/ See discussion of production enhancement techniques beginning
at page 20 supra.
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increase in revenue, attributable solely to the projected increase
in units of gas prcduction, may not exceed a price per MMBtu equcl
to 200 percent of the maximum lawful price allowed for conventional,
. onshore development (i.e., the sectiorn 103 maximum lawful price)
-for the mcnth in which the application is made.
| The calculation wiil be based on production estimates filed
with the application. The applicant must first estimate the %total
number of MMBtu's that would be produced from the well in the
absence of production enhancement work over a five-year test
period commencing with the month the application is made. 30/
In doing so, the applicant must consider, at the time of zpplica-
tion, the condition of the well and the rate of production absent
production enhancement work and must then estimate total produc~
tion for the next five years. The applicant must then estimate
the total number of MMBtu's that would be produced from the well
over the same five year period, based on the assuﬁption that the
producticn enhancement work was completed on the date of applica-

tion. 31/ Once these estimates have been made, the "projected

30/ These estimates are based only on production of gas;
0il, LNG or other liquid hydrocarbons are not to Dbe
included in the calculation.

31/ These estimates may be made, and an eligibility determina-
tion received, before production enhancement work is com-
menced on the well. See discussion of Collection of the
Incentive Price, infra at page 41.

lf.'_........-,.
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increase in units of production” can be calculated by subtracting
the first estimate from the second.
In order to calculate the “"projected increase in revenue,”

the applicant must multiply the number of MMBtu's that would

e produced absant preduction enhancement work by the other-

wise applicable maximum lawful price under section 105 as of the
date of application. The applicant must then multiply the total

number of MMBtu's that will be produced from the well after pro-

duction enhancement work is completed by the section 109 price at
the time of application. However, if the renegotiated price is

£

%
e
e

less than the section 109 price and £ ia algec either a fixed

price or a percentage of the section 109 price, the applicant may
base the calculation on the renegdtiated price rather than the
section 109 price. The projected increase in revenue to be derived
under the rule ié determined by subtracting the first product from
the second product.

Finally, the applicant must divide the projected increase
in revenue by the projected increase in units of production in
order to determine whether the price per MMBtu for the incremental
month the application is filed.

If the jurisdictional agency makes all five findings, the
natural gas will qualify as production enhancement gas. If the

gas receives this determination, it is subject to the maximum

lawful price specified in paragraph (a) of § 271.704.
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B. The Incentive Price

The incentive price set forth in § 271.704(a) is the lesser
of the section 109 maximum lawful price or the renegotiated price.

The final rule adopts the requirement in the proposal that:
a newly negotiated price be in effect at the time the producer
files for a determination. (However, the definition of that
price is changed so that it simply requires renegotiation after
November 9, 1978, in connection with the production enhancement.
work.) The determination is keyed to the particular renegotiated

price, 32/ evidence of which must be included in the application.

Therefore

. 1f the contract is subsequently amended to modify
that price a new application and a new jurisdictional agency
determination will be required.

Under the filing requirements in §274.205(f) the producer
must submit that portion of the sales contract which authorizes
collection of the incentive price established in §271.704.

In most instances parties to the contract will have to amend
their contract before filing an application with the jurisdic-
tional agency. in sucn cases the filing will consist of tne con-

tract amendment drafted in respo

=3 eyt

se to the availability of the

incentive price under this rule.

——— . —— . T — . —_— — ——— —

32/ We note that this may be a single price or a set of fixed
prices such as a price equivalent to a certain percentage
of the section 109 price.
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Section 271.704(a)(3) provides that the increase in the price
paid for the natural gas by reason of this rule will not result
in the elimination of price controls under section 121(a)({3) of
the NGPA. The Commission does not believe that Congress
intended it to deregulate natural gas subject to section 105
which, but for the effect of the final rule, would not be sold
for a price in excess of $1.00 on December 31, 1984. Eliaination
of price controls under that section will occur oniy if, and when,
such elimination would have occurred based on the maximum lawful
price that would have been applicable but for this rule.

Because the definition of qualified production enhancement

gas requires that the gas be subject to a maximum 1awfu1>price
prescribed by Subpart E of Part 271, i;g., the section 105 price,
once the contract under which it is sold rolls over,the gas is
outside the scope of § 271.704. In oxrder to permit a producer to
continue to collect an incentive price for gas that previously
qualified under § 271.704, we have amended our regulations regarding
the maximum lawful price for gas subject to section 106(h).
For purposes of determining the maximum lawful for such gas under
§271.602 of our regulations, the maximum lawful price paid under
the expired contract, in the month in which the roliover contract
becomes effective, will be deemed to include any amount paid by

reason of qualification under the final rule in § 271.704.
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C. Filing Requirements

The filing requirements are provided in new paragraph {f}
of § 274.205. The applicant must file an FERC Form No. 121;

a detailed statement describing the production enhancement work:
an itemized statement of the costs incurred or to be incurred-

in performing the work (and invoices, where appropriate); the
unit cost cap calculation and related productidn estimates; that
portion of the contract which authorizes collection of the incen-
tive price; and, if the jurisdictional agency requires, certified
copies of records upon which the applicant has relied.

In addition, the applicant must include separate oath
statements by himself and the puréhaser. The applicant must file
a statement, under cath, that the production enhancement work is
necessary, and can be reasonably expected, to enhance production;
that the section 105 maximum lawful price does not provide an ade-
quate incentive for the performance of the production enhancement
work; and that, but for the availability of a price at least as
high as the renegqotiated price. the production enhancement work
would not have been or will not be performed.

The applicant must also state that the production enhancement
work was not commenced before May 29, 1980; that to the best of
his knowledge and belief, the production estimates that are -included
in the application are reasonable; and that he has nc knowledge of

any information inconsistent with the filed statements and estimates.

i diisute f e n i ks
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The purchaser must state under oath that, to the best of
his knowledge and belief, there is a reasonable basis for the
statements and estimates made by the applicant. The purchaser
must also state that he has no knowledge of information not
described in the application tnat is inconsistent with the

statements made by the applicant.

D. Collerction of the Incentive Price

A producer may chonse to perform production ennancement work
on a well before filing an application for an eligibility determi-
nation. Under §§ 273.202 and 273.203, such a producer may make
interim collections of the incentive price for all deliveries of
gas made after the date the application is filed with the juris-
dictional agency. In addition, we have amended §273.204(a) (1) to
permit collection of the incentive price retroactive to the date
that the qualifying production enhancement work was completed.

Oon the othér hand, if the producer so chooses, he may appiy
for and receive an eligibility determination before completing,
or even commencing, the prcduction enhancement work. Under such
circumstances, § 271.704{a) {2} prevents ths procducer from charging
the incentive price. on either an interim or a retroactive basis,
before the production enhancement work upon which the application
is based has been completed and the producer has given written
notice to the purchaser stating that the production enhancement

work has been completed.
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III. ENVIRONMENTAL IMPACT

The Commission staff has completed an environmental assess-
went of this rule and has conclud2d that establishing an incentive
price would not constitute a major federal action significantly
2ffecting the quality of the human environment. An environmental
impact statement is not required. |

In the énvironmental assessment, the staff identified a poten-
tial for impact of fracturing operatiocons on fresh water acquifers.
In order to determine whether further limitations to qualification
are necessary in order to protect such fresh water acquifers, we
will monitor environmental data that we will require from applicants
regarding fracturing operations. However, we emphasize that, aa
the rule is currently written, the five criteria for qualification
do not include any environmental standards and that information
on the potential environmental impact of a project will not be used
to disgqualify a well for the incentive price.

If an application is based to any extent on the performance
of fracturing operations, the applicant will be required to file
specified information regarding the environmental effacts of the
fracturing operations. However, the jurisdictional agency may
waive this filing requirement if it determines that there exists
in the state an adequate program reasonably designed to assure no

damage to fresh water acquifers.
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We will review any filed environmental information at the
time that the jurisdictional agency forwards the notice of deter-
mination to us. We do not intend to use the information to
disqualify a particular well after the production enhancement
work has been performed on it. We will use this information,

however, in order to determine the necessity of amending the

rule.

IV. PUBLIC PRCCEDURES AND EFFECTIVE DATE

These regulations were originally proposed for comment on
July 25, 1980, in Docket No. RM80-50 (45 Fed. Reg. 51219,
August 1, 1980). For 30 days thereafter comments were received.
and on August 26, 1980 and September 4, 1980, two public hearings
were held on these regulations. By this process the Commission
has complied with 5 U.S.C. § 553 and with section 502(b) of the
NGPA, which requires that, "{t]Jo the maximum extent practicable,”
an opportunity for the oral presentation of data, views and
arguments be afforded for certain regulations under the NGPA.
The regulations contained in this order rest upon consideration
giveh to the information received during the above-described
notice, comment, and hearing process. The Commission finds
that further notice and public procedure with respect to these
regulations are unnecessary. ;

Sections 271.602(c), 271.701(b), 271.704, 273.204(a)(1)(iii)

and 274.205(f) are being issued as final regulations effective
December 15, 1980.
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(Department of Energy Organization Act, 42 U.S.C. §§ 7107-7352;
E.O0. 13009, 42 Fed. Reg. 46267; Natural Gas Policy Act of 1578,

In consideration of the fcregoing, Subparts F and G of Part
271, Subpart B of Part 273, and Subpart B of Part 274, Subchapter
H, Chapter I. Title 18 of the Code of Federal Regulations are
amended as set forth below, effective December 15, 1980,
By the Commission. Commissioner Sheldon concurring.

( SEAL)

Lo BT Ll k.

; ’ Kenneth F. Plumb,
' Secretary.
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1. Section 271.602 is amended by adding a new paragraph (c)

to read .as foliows:

§ 271.602 Maximum lawful price.

& ® * * *

(c) Qualified production enhancement gas. For purposes

of paragraph (a)(l)(i) of this section, the maximum lawful price,
per MMBtu, paid under the expired contract is deemed to include
any amount paid by reascn of a maximum lawful price allowed under

$ 271.704 (relating to qualified production enhancement gas.)

2. Section 271.701 is amended by adding a new paragraph (b)

to read as follows:

§ 271.701 Applicability

(b) Qualified production enhancement gas.

3. Part 271 is further amended in the table of contents and
in the text of the regulations by adding a new § 271.704 to

Subpart G to read as follows:

§ 271.704 Qualified production enhancement gas.

(a) Maximum lawful price for gqualified production enhance-

ment gas.
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(1) The maximum lawful price, per MMBtu, £or the first
sale of qualified production enhancement gas shall be ths
lesser of:

(1) The renegotiated price stated in the application; or

(ii) The section 109 price.

(2) Requirement of completed production enhancement work.

If the production enhancement work has not been completed on or
before the date the application is filed, the maximum lawful
price provided in subparagrzph (1) of this paragraph shall not
apply until the production enhancement work is completed and

the seller has given written notice to the purchaser stating that
the production enhancement work upon which the application for
determination of eligibility is based, has been completed. The
applicant must retain a copy of this notice in his records for

a period of three years after the month in which the first sales
priced under this section occurred.

(3) Elimination of price controls. For purposes of deter-

mining the price paid, under section 121(a)(3) of the NGPA, any
amount paid solely by reason of a maximur lawful price allowed
by this section shall be disregarded.

(b) befinitions. For purposes of this subpart:

(1) “Qualified production enhancement gas” means natural
gas that a jurisdictional agency has determined in accordance
with Parts 274 and 275 meets the qualification requirements in

paragraph (c) of this section.
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(2) "Production enhancement work" means an operation or

PP R Y

natallation of eguipment described in paragraph (d) of this

Tl

ectio
(3) “"Renegotiated price” means a price (not in excess

of the aection 109 price) agreed to after November 9, 10782,

in connection with the production enhancement work which is the

subject of an application under this section.

(4) "Section 109 price"” means the meximum lawful price

specified for Subpart I of Part 271 in Table I of § 271.101(a).

(c) Qualified production enhancement gas. For purposes

of this section:
(1) Qualified production enhancement gas is natural
gas:
§ (i) Wwhich is produced:
(a) From & well on which production enhancement work
(other than production enhancement work described in para-
graph (d)(3) of this section) was commenced on or after May 29,

1980; or

e aa g

{3) FIOm a zone that 1s perforated 1in accordance with
paragraph (d)(3) of this section on or after May 29, 1980:; ;

(ii) For which a maximum lawful price prescribed by
Subpart E of Part 271 applies (but for this section):

(iii) For which a renegotiated price is applicable;

(iv) For the production of which there is a reasonable
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basis, gronnded in part on the amount of the investment, to
conclude that:

(a) The price prescribed in paragraph (a) of this sec-
tion is necessary as a reasonable incentive; and

(B) But for the availability of the price prescribed in
paragraph.(a) of this section, the production enhancement work
would not have been performed or will not be performed; and

(v) The production of which (as calculated by the seller
for a five year period beginning from the month of application
(“test period"), based on estimates filed pursuant to § 274.205(£)(4))
will result in a projected increase in revenue which, when divided
by the projected increase in units of production, does not exceed
200 percent of the maximum lawful price specified for Subpart
C of Part 271 in Table I of § 271.101(a) for the month that the
application is filed.

(2) "Projected increase in revenue" means:

(i) The product of (A) the estimated units of gas produc-

tion (MMBtu's) which would be produced from the well during the

test perind if production enhancement work had haen comnleted

P k-4 A% & - - - 2 __ a2 * _ 2L ~3 . -

oin the day that the application is filed, times (B} the section
109 price (unless subparagraph (4) of this paragraph otherwise
permits) for the month that the application is filed, less

(ii) The product of (A) the estimated units of gas produc—-

tion (MMBtu's) which would be produced from the well during the
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test period if the production enhancement work is not performed,
or had not been performed, times (b) the maximum lawful price
otherwise applicable to natural gas from the well as of the
date the application is filed.

13) “Projected increase in units of production” means:

(i) The estimated units of gas production (MMBtu's) which
would be produced from the well during the test period if the
production enhancement work had been completed on the day that
the application is filed, 1less
. (ii) The estimated units of gas production (MMBtu's) which
would be produced from the well during the test period if the
production enhancement work is not performed, or had not been
performed. .

(4) For purposes of subparagraph (2)(i)(B) of this para-
graph, if the renegotiated price is a fixed price or a percentage
of the section 109 price, such renegotiated price (as of the date

of applicatioh) may be substituted for the section 109 price

in making the determination required in subparagraph (2).

(a2 Produciion ennancement work defined. For purposes nf

—— Y
& \INA

this section, “production enhancement work” means any wOrk that
is performed for one or more of the following purposes:

(1) Re—-entry into a well which has been plugged and
abandoned.
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(2) Re-entry into a well for the purpose of deeper drilling,
or sidetracking, to a different completion location.

(3) Recompletion by reperforation of a zone from which nat-
ural gas has been produced or by perforation of a different zone.

{4) Repair or replacement of faul

ty or damaged casin
tubing or related downhole equipment.

(5) Fracturing, acidizing or the installing of compression
equipment.

{(6) Installing equipment necessary for removal of excessive
water, brine or condensate from the wellbore in order to establish,
continue or increase production of gas from the well.

{(7) Workover operations to reduce excessive water or brine
production in order to establish, continue or increase production
of gas from the well.

(8) Operations to dispose of water of’brine produced
from the well, the presence of which prevents or severely
limits gas production from the well.

(9) Workover operations to reduce excessive sand produc-

tion or operations to remove excessive sand from the wellibore

(10) Injection of nitrogen gas or other inert gas neces-
sary to establish, continue or increase production of gas from

the reservoir.
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(e) Cross reference. For the rule establishing the

maximum lawful price for qualified production enhancement gas
which becomes subject to an intrastate rollover contract, see

§ 271. 602(c).

4. Section 273.204(a)(l) is amended by adding a new clause {(iii)

to read as follows:

§ 274.204 Retroactive collection after final determination.

(a) General Rule. * * *

(l) * * *

(iii) in the case of qualified production enhancement gas
(as defined in § 271.7C4(c)), the amount of such excess may
be computed, charged, and collected for first sales of such
natural gas delivered on or after the date that the production

enhancement wnrk was completed.

5. Section 274.205 is amended by adding a new paragraph (f)

to read as follows:

§ 274.205 High-cost natural gas

* 1 * * *

{£) Qualified production enhancement gas. A person

seeking a determination for purposes of § 27..704

that natural gas is qualified production enhancement gas shall
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file with the jurisdictional agency an application which contains
the following items:
s (1) FERC Form No. 121;

(2) A detailed statement describing the production enhance-
ment work that has been performed on the well, including the dates
such work was commenced and completed, or that will be performed
on the well;

(3) An itemized statement of costs incurred in performing
the production enhancement work described in § 271.704(4),
including copies of invoices and bills for such wﬁrk or, if the
work has not yet been completed, estimates of such cost;

(4) An statement estimating, for the five year period
begining from the month in whiéh the application is filed,
the units of gas production (MMBtu's) that:

(i) World be produced from the well if the production
enhancement work had been completed on the day that the applica-~
tion is filed; and

f the production

o

(ii) Would be produced from the well
enhancement work is not performed or hzad not Leen perrormed;
i (5) The calculation, based on the estimates required
bty subparagraph {(4) of this paragraph, that is required by
§ 271.704(c)(1)(v);
Q (6) The renegotiated price and a copy of that portion of

" the sales contract that authorizes collections of such price;
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{7) A statement by the applicant, under oath, that:

(1) The production enhancement work is necessary, and
can be‘reasonably expected, to enhance production:

(ii) Tﬁe maximum lawful price that would be applicable
but for qualification of the gas under § 271.704, does not,
or will not, provide adequate incentive for the performance
of the production enhancement work:;

(iii) But for the availability of a price at least as
high as the renegotiated price specified in subparagraph (6},
the production enhancement work would not have been or will
not be performed;

(iv) The production enhancement work was not commenced
before May 29, 1980;

(v) To the best of the applicant's knowledge and belief,
the estimates required by subparagraph (4) of this paragraph
are reasonable; and

(vi) The applicant has no knowledge of any other informa-
tion not described in the application which is inconsistent
th atements and esilmates;

(8) A statement by the purchaser, under oath, that to
the best of the purchaser's knowledge or belief:

(1) There is a reasonable basis for the statements and
estimates made by the applicant pursuant to this paragraph;

and

o w.«;ﬁ
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(ii) The purchaser has no knowledge of any information
not described in the application which is inconsistent with
such statements and estimates; and

(9)(1i) If the application is based to any extent on
fracturing operations described in § 271.704(d)(5), a

statement that:

(a) Describes the mirimum separation between the tacget
production zone and fresh water acquifers which are, or are
expected to be, used as domestic or agricultural water suppiies:
and

(B) Identifies the measures that have been, or will be,
taken by the applicant to protect the quality of such fresh
water acquifers and to proteét the integrity of the separating
strata between the target production zone and the fresh water
acquifers if the fracturing operations might result in fluid
communication between these formations:

(ii) The jurisdictional agency may waive the requirements
nf clause (i) of this subparagraph if it determines that the state
has a program reasonably designed to assure that no damage will
result, from fracturing operations, to fresh water acgquifers which
are, or are expected to be, used as domestic or agricultural water
supplies; and

(10) If the jurisdictional agency so requires, certified
copies of records upon which the applicant relied, including

copies of the jurisdictional agency's official files.




STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
DIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING CALLED
B8Y THE OIl CONSERVATION DIVISION ON
ITS OWN HMOTION TO CONSIDER AMENDMENTS
TO ITS SPECIAL LULES FOR APPLICATIONS
FOR WELLHEAD PRICE CEILING CATEGORY
DETERMINATIONS AS PROMULGATED BY
DIVISION ORDER NO. R-5878, AS AMENDED.

CASE NO, 7199
Order No. R-5878-B.2

ORDER OF THE DIVISION

‘BY THE DIVISION:

This cauee came on for hearing at 9 a.m. on March 25, 1981,
‘at Santa Fe, New Mexico, before Examiner Daniel S. Nutter.

NOW, on this 4ih day of May, 1981, the Division Director,
‘having considered thes testimony, the record, and the recommenda-
~tions of the Examiner, and being fully advised in the premises,

FINDS:

(1) That due pudlic notice having been given as required
- by law, the Division has jurisdiction of this cause and the
" subject matter thereof.

(2) That by its Order No. R-5878.B, effective July 15, P

982, the New Mexico Cil Conservation Division promulgated itz P

"Spezizl Alss For Applicastions Ffor Welinead Frice Ceiling
Category Determinations" purauant to the Natural fise Pelisy
-Act: of 1978 and to the Federsl Energy Regulatory Commission

- (FERC) "Finsl Requlations Implemanting Filing Requirements of

the Natural Gas Policy Act of 1%78," as promulgated by FERC
Order No. 65 effective February 4, 1980,

3 -
L

{3) That said special rules and the Division forme adopted
for use pursuant thareto have froam time to time been amended to
" keep their status up-to-dats with the FERC regulations as they
from time to time have been amended.

(4) That the FERC on November 13, 1980, issued its Order
‘No. 107, a FINAL RULE relating to "High Cost Gas: Production
Enhancement Procedurss,” and on January 15, 1981, issued its
-®INTERIM RULE under Section 108 of ths NGPA Concerning Temporary
- Pressure Buildup in Qualifying Stripper Wells."
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(5) Thlt thc aforosald FERC Order No. 107 created a new
calsgory of High-cest Natuzal Cas celled "nroductian enhance-
ment gas,” being gas produced from a well upon which certsin
qualified work has been done to sstablish, continue, or increase
production from the well.

(6) That to implement procedures for qualifying wells for
such production enhancement gee classification, it is neceasary
that the Division's "Spscial Rulss For Applicetions For Wellhead
Price Ceiling Category Datsrminations” as promulgated by QOrder
No. R-5878-B, as amended, be further amended by adding a new
Section 4 to Ruis 17, outlining the material required to be
filed with the Division (in accordance with 18 CFR 274.205(f)
subparagraphs (1) through (8) inclusive) in order to obtain a
nroduction enhancement gas price category for a well.

(7) That the FERC INTERIM RULE referred to in Finding
No. (4) above provides for continuing qualification of a stripper
well as a stripper pursuant to Semction 108 of the NGPA even
though its average daily production exceede thas stripper produc-
tion limit of 60 MCF because of a temporary reservoir pressure
‘build-up resulting from temporary shut-in due, for example, to
pipeline or wellhsad maintenanca or repair.

; (8) That to implement such continued stripper well classi-
fication, it is necessary that the Division's “Special Rules
~ For ¥Wellhead Price Ceiling Category Determinations" as promul-
gated by Order No. R-5878-B, as amcnded, be further amended by
adding s new Rule 21, outlining the material required to be

O Tomd wibth Phae NDiuiadAn li.- snnondanaa wibh 10 0D TA ensl )
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dotatnlnntion of incresased production resulting frem temporary
pressurs buiid-up.

(9) That the revision of Division Forms C-132 and C-~132-A

to make said forms compatible with the above-described amendments .

-to the Special Rules For Applications For Wellhead Price Ceiling
Category Detsrminations is necessary, snd ssid forwms should be
revised to conform to Exhibits A and B8 attached hereto and by
‘reference made a part heresof,

(10) That the effective date of this order should be May
:10, 1981.

1T IS THEREFORE GRDERED:

: (1) Thst the 041 Conservation Jivision's "Special Rules
For Applications For Wellhead Price Ceiling Category Determina-
tions,™ as proaulgstad by Order No. R-5878-B, as amended, are

D NG o g i
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hereby further amended by the addition of a new Section &4, Pro-
duction Enhencement Ges, to Rule 17, reading in its entirety as
Tollows?

"A. PRODUCTION ENHANCEMENT GAS

a. FERC Form No. 121
b. Division Form C-132 and the required attachaents;

c. A detalled statement describing the production
enhancement work that has been performed on the
well, including the dates such work was commenced
ang completed, or that will be performed on the
well;

d. An itemized statement of costs incurred in
parforming the production enhancement work ;
describsd in 18 CFR §271.704(d), including . i
copiss of invoices and bills for such work or, ;
i1f the work hss not yet besn completed, Co
estimates of such cost; |

A e A

| . A ststment estimating, for the {ive-year §
' ' period beginning from the month in which the !
' I

WA R N

application is filed, the units of gas produc-.
tion (MMBtu's) that:

(1) would be produced from the well if the ;
productiion snneancemeni work nad been compieted |
on the day that the applicetion is filed; and v

(2) would be produced from the woli if the produc~
tion enhancement work is not performed or
had not been performed;

f. The calculation, based on the estimates roquitod
by subparsgraph (e) above, that is required by
18 CFR §271.704(c)(1)(v); ‘

g. The renegotiated price and s copy of that portion
of ths sales contrect that authorizes collsctions
of such price;

h. A statement by the applicant, under oath, that:

(1) The production snhancement work is necessary,
and can be reasonably expescted, to snhance :
productions
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(2) The maximum lawful price that would be
apnliceble het €57 Guslification of the gas
under 18 CFR §271.704, does not, or will not,
pravide adequate incentive for the performance
of the production anhancement works

(3) But for the availability of a2 price at lezst
as high as the renegotiated price specified
in subparagraph {g), the production snhance-
went work would not have been or will not be
performed;

(4} The production enhancement work was not
- commenced before May 19, 1980,

(5) To the best of the applicant's knowledge
and belief, the satimates required by z
subparagraph (e) above sre reascnable; and -

(6) The spplicant has no knowledge of sny other
information not described in the application :
which is inconsistent with these statements i
and estimates; ’

: : 1. A statement by the purchaser, under ssth, that to i
’ - the best of the purchaser's knowledgs or belief: ;

(1) There i= a reascnable basia for the
statements and satimates made by the :

annllirmnands and
~FPaavmituy wriw

(2) The purchasesr has no knowledge of any )
~information not described in the applice-
tion which is inconsistent with such
statements and estimates.”

(2) That the Division's “"Special Rules For Application For
. Wellhead Price Ceiling Category Dsterminations,” as promulgated |
- by Order No. R-5878-B, as amended, are hareby further amended
i 3y1§h-‘addition of a new Rule 21, reading in its entirety as :
- follows:

"Rule 21. An adplication for determination that increasasd
production is the result of temporary pressure
buildup shall include:

1. Division Form C-132-A and, if applicable, f
an approved copy of form C-132 qualifying {
the wsll as & stripper well. :
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2. A copy of the purchaser's notice, if any,
that the averege daily producticn of the
wall for the relevant 90-day preduction
periad has exceeded 60 Mcf,

3. A susmary or tsbulation of production
reccrds for the 90-day production period
during which the well's average daily
production period sxceeded 60 Mcf.

4. A statemesnt of the total production for
the periad in question, and the average
production per production day.

5. A statement of ths nuambsr of days the well
was shut-in and s description of the
recson for ths shut-in.

5. Enginesrihg, geoiogical sand/or preduction
data to support a finding that the in-
creagsed rate of production was the result
of a pressure bulldup which ocecurred when '
the well was shut-in.

7. A statement, under oath, thet to the best :
of his information, knowledge and belief, .

a. the well would have produced at an
averags rate not exceeding 60 Mcf per
produciion day diring the rsievant
20-day production period had the well

. Lo Al 32—
baen continususly Spen to ths line

during such period,

b. the information supplied is true, and

et s -

¢. the petition for this determination has
been ssrved on the Division, the FERC, :
and any purchaser.” \

(3) That Diviaion Form C-132, "Application For Wellhead
Price Celling Category Determination,"™ is hereby revised to
“conform to Exhibit A attached heoreto and by reference made a
_part hosreof.

: (4) That Division Form C-132-A, “Application For Continued
.Stripper Classification,” is hereby revised to conform to Exhibit
- B attached hereto and by reference acde a part hersof.
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{3) That ths &ffsctivs dats of this order and of sl &f
the sdditions, smendments, and revisions approved herein shall

be May 10, i981.

(6) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may dsem nescessary.

DONE at Santa Fe, New Mexico, on ths day and year herein-
- above designated.-

STATE OF NEW MEXICO
OI} CONSE
b ocons?
| 'z Y
il

;;%;j>DIVISION

" 40E D, RAMEY
/'Director
o

s
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OIL CONSERVATION DIVISION

" 0O 80X 2088

PARTMIENT SANTA FE.NEW MEXiCD 87501
APPLICATION FOR WELLHEAD

PRICE CEILING CATEGORY DETERMINATION wrare (]

Form C.132
Revised 5-10-81

3A. Ingicaie Type oi Leune

s.FOR DIVISION USE ONLY:
DATE COMPLETE APPLICATION FILED

Y. Stovs 011 £ Gims

DATE DETEZRMINATION MADE

MMM

WAS APPLICATION CONTESTED? YES O

7. Unit Agreement Nome

NAME(S) OF INTERVENOR(S), IF ANY:

0. Farm or Legse Name

3. Name of Gperatat

9. Well No.

3. Address of Operator

10. Fleld and Pool, or Wildcat

4. Location of Well

URIY LETTER LOCATED

AND FELY PROM TRE LIng OF skc.

PECT FROM TNE 12. County

P X 1 1

rwe, "OE. et Pag

1), Reme aad AMddress of Purchasar(s)

MELL CATEGORY INFCRMATION

Check appropriate box for category sought and information submitted.

1. Category(ies) Sought (By NGPA Section Ne.)

A3l Applications must contain:

gooo-e

d. AFFIDAVITS OF MAILING OR DELIVERY

a. C-101 APPLICATION FOR PERMIT TO CRILL, DEEPEN OR PLUG BACK
C-105 WELL COMPLETION OR RECOMPLETION REPQRT
c. DIRECTIONAL DRILLING SURYEY, IF REQUIRED UNDER RULE 111

3. In addition to the above, all applications must contain the {tems required by the
applicable rule of the Division's “Special Rules for Applications For Wellhead
Price Cetling Category Determinatioms™ as follows:
A. NEW NATURAL EAS UNDER SEC. 102{c)(1)(8) {ustng 2.5 Mile or 1000 Feet Deeper Test)
[0 A1l ftems required by Ruie 14(1) and/or Rule 14(2)

B. NEW RATURAL GAS UMDER SEC. 102{c)}{1){C) (new onthore reservoir)

O M items required by Rule 15

C. “NEW ONSHORE PRODUCTION WELL

™ a
-

. . DEEP, HIGH-COST NATURAL GAS, TIGHT FORMATION NATURAL GAS, AND PRODUCTION ENMANCEMENT MATURAL GAS
L] AN items required by Rule 17(1), Rule 17(2) or Rule 17(3), or Rule 17(4)

E. STRIPPER WELL NATURAL GAS
[C1 A1 ftems required by Rule 18
1 HEREBY CERTIFY THAT THE INFORMATION CONTAINED

HEREIN IS TRUE AND COMPLETE TO THE BEST OF MY
KNOWLEDGE AND BELIEF.

NAME OF APPLICANT (Type or Print)

SIGNATURE OF APPLICANT
Title
Date

FOR DIVISION USE ONLY

[C] Approved
[ Disapproved

The information contained herein includes all
of the information required to be filed by the
applicant under Subpart B of Part 274 of the
FERC regulations.

EXAMIRER

‘Exhibit A - Order No. R-5878-B-2
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r . OIL CONSERVATION DiViSION o
STATE OF NEW MEXICD ® ©. BCRX 2354 Revised 5.10-81
INERGY avg MINERALS DEPARTMENT SANTA FE, NEW MEXICO 87501 :
APPLICATION FOR CONTINUED ‘*‘““ﬁtﬁn~ﬂhmn~rj
STRIPPER CLASSIFICATION srare ree ||

-3, State OLl & Gas Leaee No.

LFOR DIVISION USE ONLY:

DATE COMPLETE APPLICATION FILED \QQ
DATE DETERMINATION MADE
’ 7. Unil Agreement Mame
WAS APPLICATION CONTESTED? VYES NO
NAME(S) OF INTERVEWOR(S), IF ANY: T
[1. Newe of Cprroiac T3, well o
Address of Operc 10, Field and Pool, or Wildcat
4, Lecmion of Well ‘ 12, County

wury LeyvEn LOCAYED _________ __ PFELT TAGW THE

—————— | 1

aHad rEEY PRSI ThE LINE OF sge. S, age. 3 B Pas
T8, Geme and Address of Pnrchaser(s)

CLASSIFICATION

1. Check apprepriate box for category sought and information
submitted.

2. All applications must contain the items required by the
applicable rule of the Division's “Special Rules For
Applications For Wellhead Price Ceiling Category Determinations®
as follows:

p A. Increased production resulting from recognized enhanced
recovery technigues

[0 AN itens required by Rule 19
B. Well is seasonally affected
[ A1l items recuired by Rule 20

C. Increased production resulting from temporary pressure buildup

[J A1 items required by Rule 21

1 HEREBY CERTIFY THAT THE INFORMATION CONTAINED FOR DIVISION USE ONLY

REREIN IS TRUE AND COMPLETE TO THE BEST OF MY {J Approved
KMOWLEOGE AND BELIEF.

[0 Dpisapproved

NANE OF KPFLICANT*(Type or Print)

The information contained herein includes al}
of the information required to be filed by the

— y applicant under Subpart 8 of Part 274 of the
SIGNATURE GF APPLICAN: FERC regulations. ‘

Title
-Bate___ XAMINER

A LALREL

-Exhibit B - Order No. R-5878-B-2




4, PRODUCTION ENHANCEMENT GAS o ENEHDG ) -

a. FERC Form No. 121; ' e T
b. Division Form C-132 and the required attachments;
c. A detailed statement describing the production enhancement

work that has been performed on the well, including the dates such

d. An itemized statement of costs incurred in performing the
production enhancement work described in 18 CFR § 271.704(d), including
copies of invoices and bills for such work or, if the work has not yet
been completed, estimates of such cost;

e. An statement estimating, for the five year period begining from
the month in which the application is filed, the units of gas production
(MMBtu's) that;

(1) would be produced from the well if the production enhancement
work had been completed on the day that the application is filed; and

(2) would be produced from the well if the production enhancement
work if not pefformed or had not been performed;

f. The calculation, based on the estimates required by subparagraph
(e) above, that is required by 18 CFR § 271.704(c)(1)(v);

.g. Ihe renegotiated price and a copy of that portion of the sales

h. A statement by the applicant, under oath, that:
(1) The production enhancement work is necessary, and can_ be
reasonably expected, to enhance production;
(2) The maximum lawful price that would be applicable but for

qualification of the gas under 18 CFR § 271.704, does not, or will not,»




provide adequate incenfive for the performance of the production enhance-
ment work;

(3) But for the availability of a price at least as high as the
renegotiated price specified in subparaqraph (f), the production enhance-
ment work would not have been or will not be performed;

(4) The production enhancement work was not commenced before
May 29, 1980:

(5) To the best of the applicant's knowledge and belief, the
estimates required by subparagraph (e) above are reasonable; and

(6) The applicant has no knowledge of any other information not
described in the application which is inconsistent with these statements
and estimates;

. A statement by the purchaser, under oath, that to the best of the

e

purchaser's knowledge or belief:

(1) There is a reasonable bésis for the statements and estimates
made by the applicant; and

(2) The purchaser has no knowledge of any information not described

in the application which is inconsistent with such statements and estimates:

e i i e S



. ) . dhat . is the resuldof
Rule 21. An application for determination £a® in i

temporary pressure buildup shall include

)
.o i7
[:3
¢4
5]
&

1. Divic

-t
“

2-A and sn approved copy of form C-132
1

as a stripper well.

2. A copy of the purchaser's notice, if any, that the average
daily production of the well For the relevant 90-day
production period has exceeded 60 Mcf.

3. A summary or tabulation of prcduction records for the 90-day
production period during which the wcll's average daily pro-
duction period exceeded 60 Mcf.

4. A statement of the total production for the period in question,
and the average production per production day.

5. A statement of the number of days the well was shut-in and
a descriptisn of the reason for the shut-in.

6. Engineering, geological and/or production data to support
a2 finding that the increased rate of production was the
result of a pressure buildup which occurred when the well

eon -

bl 2
Qo DML —dlle

7. A statement, under oath, that to the best of his information,
knowledge and belief,

a. the well would have produced at an average rate not
exceeding 60 Mcf per production day during the relevant
90-day production period had the well been continuously
open to the line during such period,

;

|

§ ~ b. the information supplied is true, and
i X .

i purchaser.
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STATL OF NEW MEXICO
OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO

25 March 1981

EXAMINER HEARING

IN THE MATTER OF:

The hearing called by the 0il Conservation
Division on its own motion to consider
amendments to its SPECIAL RULES FOR APPLI-
CATIONS FOR WELLHEAD CEILING CATEGORY DE-~
TERMINATIONS as promilgated by DdDivisien
Order No. R-5878, as amended.

CASE
7199

W st Nl Vgl Wt Nt ol gl gt et

——— o e e e om0 1O T G W

BEFORE: Daniel S. Nutter
TRANSCRIPT O HEARIMNG

APPEARANCES

For the 0il Conservation Ernest L. Padilla, Esqg.
Division: Legal Counsel to the Division
State Land Office Bldg.
Santa Fe, New Mexico 87501

For the Apvlicant:

it 3
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3 EXHIBITS
4
§ | pivision Exhibit One, Order 107 i
6 Division Exhibit Two, Changes

v Division Exhibit Three, C-132
8 Division Exhibit Four, Interim Rule
9 Division Exhibit Five. Proposed Rule

10 Division Exhibit Six, C-132A
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P, WUTTER: The first case wo'll call

this morning will be Case 7199, which ig in the matter of
the hearing called Ly thwe 0il Consecrvation Division on its
own motion to consider amendiionts Lo ks

SPECIAL RULEES FOR

APPLICATIONS FOR WELLHEHEAD PRICE CEILING CATEGORY DETERMINATION
as promulgated by Order No. R-3878, as amended.

Ca

i—l

w =h
}4 SR RS

e

1 for appearancss

MR. PADILLA: Mr,

< adad

Ixaminer, Srnest L.

Padilla on behalf of the 0il Conservation Division.

MR, WUTTFR: Other avpearances?

Okay, Mr, Padilla, in the -- in vour

duties as counsel for the Cil Conservation Division you have

occasion to study the rules and regulations and the special

orders of the Commission promulgated for various purposes,

is that correct?

MR, PADILLA:

That's correct, yes, sir.

MR, NUTTLP And in the course of these

duties you are acquainted with and feel the need for certain

¥ E e - < I U [ EN
amendments +c the or at sion has promuldated

T -~
GErXrs doia

(20

the Div
relating to wellhead price ceiling category determinations.
is that it?

MR. PADILIA- That's correct. yes K sir.

MPE. MUTTER: And today are you prepared

to make some recommendations recarding Order No. R-5878, as

152

S




2 . P e . -
amended, which 18 Lhe prlce ceilina category determinations
3 -
procecura?
4 v maryT o .
MTL. TANILIS 0, sir,
5 . y C s '
PR UL vould you proceed with that
6 .
Mr. Padilla?
7 AT Y TSR TY T T = —-—— -« -
MR. PADILLA: Mr. Lxaminer, on Noverbex
8 1241 1Q0n0 +hen A dAwAT e — ™ ) R -~ » -
43, Lo¢U, AT SCGLXO. nacrTts COULATOry LOmgnassion, unaer
9 - 1 P N .. s
Order NWo. 107 iscund a finol roculation nertaining o hign
10 ‘ 3 [o P n £ x :
cost natural aas, under Scction 107 of the llacural Gas Policy
11 . © oy - \ . - R
Act, allewing a special category for what it calls nroduction
12
enhancement gas.
13 - . -
Producticn enhancement gas under 105.
14 . . . . .
which is certain type of intrastate natural gas. and it allows
15 , . . s . . .
an incentive orice of not hicher than the Section 109 price
16 . . : - 3
or a renregotiated price of lesser of either of those two
17 )
prices,
18 ; . . o . ,
I have marked for identification Ex-
10
hibit *umber One, which is Order lo. 107 of the Federal
20 ~ " h ] e ~ . g
Pnergy reduiatorly COIMiLss20n.
21 ey
I have also marked as Exhibit Number
22 .. . £31 94
Two the proposed changes in our requlations for filing re-
23 ] . ) )
quirements under Section 107 for »production enhancement gas.
24 . . ivse
This third exhibit is a revised -~ or
25 )
a copy of a C-132 with the changes that are necessary to
-
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inclinde nroduction enharcorant caa,

I'11 not sav anrthing about the “ection

100 stripper annlicaticns, L hiey in thn second part of this
hearing until T'wve finichaed with the wraduction enhizncenent
gas.

Nssentially, the changes that the Divi-
sion is now »roposina is to include &< 2 new category under
Section 107, which is the - falls under our Rule 17. a rara-
graph 4,

PRLONUTTER: That would Le Rule 17 of
R-5878.

MR. PADILLA: That's correct. Paragraph
1 being the hiah cost natural cgas. Paragranh 2 is new tight
formation gas, and paragranh 3 applies to recompletion type
gas.

The fourth paragraph before us now will
include or be applicable to vroduction enhancement gas.

1 think the proposed changes are very
strai htforwvard as those in Order !o. 107 of the FERC,

The only changes that have been made
are those changes that are avplicable to the Division, which
I think should be changed in order to conform to our regula-

tions.

I would say that the material change
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the rules applv to the requirement

under the rules at the ontion of the jurisdictional agency,

ba
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L Cn s O U

jo

ve the reauirements
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prrlicanit tou staic vhctiicr freshh water aquifers

may be impaired hy fract

f

Traciices or technigques in re
working a well or in doina one of the enhancement - - some of

the production onhianceormont worlh i

to wualifiv a well

under these rules.

After reviewine with some of the staff
members of the NDivision and the Director of the Division the

urisd visicn feals that we should at this

~ -
LG e

ke
1]

3
time waive the recguirements to require an applicant to state
how he proposes tc protect the cuality of the fresh water
aquifers.

Basically the grounds for this are ~-
or the grounds for the waiver are to --- are sirmply the casing
recuirements and cementing requirements the Division has,
Lasicvaliy tiiat you go tirough the -- generally in all cases
the fresh water acguifer with a casing and
cementing pregram that would adecuately protect the fresh
water aquifers.

And that's basically all I aave on --

on this propeosed change, and I would stand for guestions on

this one at this time or if you’d like. I would proceed on
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to the Section 108 orders.

ME.

FLU/ITATY
14 GUAID AN

albout ., !Mr.

pave 7894 of drder No. 197,

MR. PADILLA:

belicve it starts, the statoment s

Padilla, would 1~ &3> w

LoocuIen .

This waiver vou're talking

arver that's contained on
cr vulsection 11?
That's correct. AaAnd I

tarts at Subsection 9(i).

MR, NURTDR:  Uh-hgh,
MR, PADILLA:- 2nd it reauires the ap-
plicarnt to make the - if fracturing operations are being

conducted, to describe the rinimum scenaration between the

target production zone and the fresh water acuifers, and then

it goes on te also identify, rerquire him to identify what

proccdurces e would tahae to protect the fresn water aaquifers.

MR. HNUTTC®- Do you think it would be
‘preferable to znswer any questions weonls might have regarding

this section before you go on to the stripper section, Mr.

radillaz

Tt mioht Ze kind of confusing.

ESI. 2111 . P VR W
~ L3 1 M - .
Ciy My. P8UiLLiiid Yefaroing wad

enhancenent gas portion of his recommendation here today?
If tnere's no question, go on to the
next section, then, Mr. Padilla.

MR. PADILLA- Mr. Nutter the second

L~part of these proposed changes involve Section 108 of the
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16
17

18
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Hatural Gas Tolicvy hAct  the strioper ¢uali “icatiens. The

FIRC has issued an interin rade on January 15th, 1981 to
allow a well that has cnalifiscd as a strioner well to continue
cqualification by - throuch what 34 ~alle femncorary pressure
build-ups. In other vords, if a vell exceeds an averace
daily production of 12 Mcf v»er davy Lecause of temnoraryv vres:
sure build-uns, then the Cormmission feels - - or the PERC
feels under these reaqulations, or the interim rule, that the

well should continue to cualifv as a striovper well.

The proposed changes that --

S R: NWow do vou have
rule that was issued by the FFERC as one of vour exhibits, Mr.
Padilla?

MR, PADILLA: Yag, that has been labeled
as Exhibit Four.

MR. NUTTER: Okay.

MR. PADIILA: The proposed change has

been laheled as 2 now Rulce 21 of our regulatlons, and that
has been marked for identification as Exhibit MNumber Five,
and Exhibit Number Six is the C-132-A, which shows the re-
vised changes necessary to include temvorary pressure build-
ups. C-132~A would, of course, be used for filing with the
Division when a temporary pressure build-up has occurred and

an applicant or a producer wants to continue having his well

|
|
|
|
i
?
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2 . . .
cualify as a strivwer well.
3 ~ 3 ™ io] ~ ]
Acain, Nule 21, oxr proposed Rule 21, is
4 .. o .
very similar or almeost stralicitTorward from that »nronoszed by
the FERC as far as the filine recuirem:nts are concernad.
6 _ .
The only changes that are made in there =
7 s ; . :
are the changes that we feel should Lo made in order to allow
8 tlaey 121 ey e 917 LG SO T 2w nNNG B “ -1 i
i wWead CO O LO coriesHniu o 0Vr regulations.
9 . .
After reviewing this »roposad Rule 21
10 . ‘ . - o n . .
this morning I felt that rignt at the bottom of the page, the
11 . .
last paragraph of Subsection {c¢) there should read, where
HM
it says jurisdictional agency it should say Division, and
s 13 . . .. . . . .
where it says the Commission it sheould say the FEFC, in order
14 ) . .. _ o
Lo make 1t properliy worded.
15 B¢ A -— L] 1
MR. UTTCR: 8o you're amending your
16 ’ . 1 L4 3 - s \ 13
exhibit there and in paragraph —-- Sccticn 7 {¢) you would
17 . et s .o . .
strike "jurisdictional agencv” and substitute the word
ls 17" . 3 3 "
Division".
19 , y '
MR, PADILLA: That's correct.
20 = - - ’ ; : Y
MR, HWUTTER: 2And also in the same
21 . . o N
Section 7 (c) you would strike the word "Commission®” and
22 . - . s v "
substitute the word "FERC", or the initials "FERCT.
23 .
A, MR. PADILLA: Yes, Sir.
24 . . s 2
MR, NUTTLR: Okay. This is a propnsed
Rule 21 of the procedures as outlined in Order YNo. R-5878.
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10
P, TIDTLLA: That'g corrcct.
MDD, MUPTIR: hApnd it's a new secction -

ruale 1ltoaeithaor,

MR, PADITIN: TE's 2 nay rule altogether

Mr, NUrTrr: Okay now Form 132-A is
the form vhich is entitled Anplication for Continucd Strivper
Classification so there vould e a necessity tn add fection
C, Increased Production Resulting from Temporary Pressure
Builduﬁ to that form. and that's vhat vou proposed lhiere in
Exhibit ©ix?

VR, PADILIA: Yes, sir.

MR. NUTTTCR: Ckay. Now. the Form C-132,
which is the annlication for Jdobtcormi
have any amendments to bring in your production enhancement
gas?

MR, PADILLA: Yes, What I'm proposing

here is to amend Section 3-D, towards about three--quarters

delete the word "and"” and then continue on to the end and
add *and production enhancement gas™.

MR. NUTTER: Whereas the form used tc
say"deep, high-cost rnatural gas and tight formation natural

gas."it will now say "deen, high-cost natural gas: tight
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formalion natural c¢as, and oroduction ~nhancement aas®.

MR, PADITLA . Yes. Also. on the followino

line ¥ have 2dded "or Tu

e

Al U Vlioreas now it states YAll

items reauired bv Rule 17{(1}, ngy 7{2), or Rule 17(3})7%, vou

~
A

Fe
G

have changed that to recad "Rl1l items reguired by Rule 17(1}.
Rule 17(2), Rule 17(3), or Rhule 17{a)",

HR, IPADIILA Correct.

MR, NUTTIR:  Qkav. 2Zye there any ques-
tions of Mr, Fadillia regardinc thc amendments to the section
on the éight formation gas - I mean on the terporary pressure
buildup gas?
ies, siry

MP.. ANDERSON: My name is Donald L.
Anderson, £l Paso Hatural Gas Company.

I have a question on what vou want on
Rule él.

The rule that the FERC has come out with
is an interim rule; it’s not a final rule. Corments have
been made to the FERC that the temporary pressure buildup
rule apply to an application that is pending before a juris-
dictional agency, rather than one that has been avproved by

the jurisdictional agency.

I'm wondering if part 1 could be
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11

reworded not to redquire an apoproved cony of Form C-132 to

take care of the sitvation if FrRC changes the final rule to

provide for temporarv ovressure buildu te a vending apnlica-
tion?

MR. PADILLA: T don't seen any problem
with that, but I think the - - the interim rule docs require
that, as part of the filing reguirzments. in vage 11 of those
rules, it indicates that the original determination shall

find the well is a strinper «ell, and so that's the reason

I included a copy of the C--132, but I wouldn't have anv ob-

o

ection to deleting that once the TERC changed that reguire-

Lle

ment, or to »ut somathing to the effect that the Division

T M1 2% A wwd -
-~ ke Aa RIING

" -
o AL A k

- - ~—~ A
Al RS bIL.

~w o o~ Irlhe Y AN Mt 2L L kT
OUVou LWwidy 75 LIS W AJd& Lualriliysily wue

well as a stripper well, if applicable.

FERC changes its rule.
MR, NUTTER: But under the present
interim rules 1t would e necessary to write it as it is,
MR, PADILIA: It seems to me that it
would be.
MR. ANDERCON: That's true. The com-
ments have been filed with the FERC to allow»the temporary

pressure buildup rule to apply to any application for the
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13

reason that deferrcd applications would not be covered by the
general rules, and if the jurisdictieonal agency is late in
approving the apvlication -

36T N
Lain 4

MR. ANDERGO!II: The FERC has indicated
informally that they intended the rulie te apply to pending
applications. That i3 an informal indication only.
cll, we have found that
it's kind of useless to even undcr the FERC's permanent rules,
to engrave anv of our regulations in stone . because thev are
guite sulject to change.

I thin¥ vhen we're going to issue an
order under one cf FERC's intcerim rules we'd better carve
them in Jello so we can - they'll be flexible enough to
them later.

So at this time we wrcbably cught to
leave that in there, and then maybe subject to amendment.
Well, every -~ avery
interim rule that has been issued., we've had to change in
some respect our regulations to conform to the final rule
that the FERC finally enacts; sc I anticipate that in some
form or another we will be changing this Rule 21 to conform
with the final regulations.

MR. NUTTLR: Arc there any further




~

10

-l
[ )

13
14
15
16
17
18

19

21
22
23

24

14
qucstions?

Bid vou have anything further?

MB, ANDERSOW: ell, if -- to provide
the opportunity for vendine annlications to -- for an aopli-
caticn under the temporary pressure buildup to be made timely,
1f FERC does issue the rules, is there some wav that this
could be rewritten to avoid anv delav?

MR. PADILLA: UVell, Y could --- we could
add at this point, prokably. if apolicable” at the end of
that sentence. and that would worl and we may never have to
change this again.

MR, ANDERSON: Yes.

MR. PADILLA: So I have no cuarrel with
that.

MR. HUTTER: So what you're suggesting,
then, Mr. Padilla, would be under Rule 21, Section 1 where
it recuires the filing of Division Form C-132A and an arsproved
copy of Form C-132, gualifving +he well aa a strinner well.
if applicable?

MR, PADILLA: VYes. If the FERC deletes
that requirement then it would no longer be applicable.

MR. NUTTER: 2&re there any other cues-
tions of Mr., Padilla? ile may be excused.

Did you have any statement or anything




[ &)

3 . _
MR, PADTLLM: o, sir.

4
PFRLONUTTIR. Do asyone have any state-
3 ments or comments to matoe dn Taze Thatow 71992

2’1l take the case under advisement. 3

-d

{Mearing conciuded.)
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2.} CERTIFICATE

| I, SALLY W. BOYD, C.5.R., DO HEREPY CERTIFY that

§ the foregoing Transcript of Hearing before the 0il Conserva-
'y tion Division was reported by me: that the =aid transcript

7 is a full, true, and correct record of the hearing, prepared

by me to the best of my ability.

m

12

Rt. 1 Box 193-B
Santa Fe, New Mexico 1750)

Phonc (505) 455-7409

13

SALLY W. BOYD, C.S.R.

I do hereby cartify that the farenaing iy
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Cil Condervaicn Division
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STATE OF NEW MEXICO
ENERGY AIID MINERALS DEPARTMENT
CIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.

SANTA FE, NEW MEXICO

25 March 1981

EXAMINER HEARING

IN THE MATTER OF:

The hearing called by the 0il Conservation
Division on its own motion to consider
amendments to its SPECIAL RULES FOR APPLI-
CATIONS FOR WELLHEAD CEILING CATEGORY DE-
TERMINATIONS as promulgated by Division
Order No. R-5878, as amended.

CASE
7199

e N B g S S g

——— -

BEFORE: Daniel S. Nutter
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MR. NUTTER: The first case we'll call
this morning will be Case 7199, which is in the matter of
the hezring called by the 0il Conservation Division on its
own moiion to consider amendments to its SPECIAL RULES FOR
APPTLICATIONS FOR WELLHEAD PRICE CEILING CATEGORY DETERMI1NATION
as promulgated by Order No. R-5878, as amended.

Call for appearances in this case.

MR. PADILLA: Mr. Examiner, Ernest L.
Padilla on behalf of the 0il Conservation Division.

MR. NUTTER: Other appearances?

Okay, Mr. Padilla, in the ~- in your
duties as counsel for the 0il Conservation Division you have
occasion to study the rules and requlations and the special
orders of the Commission promulgated for various purposes,
is that correct?

MR. PADILLA: That's correct, yes, sir,

MR. NUTTER: And in the course of these

wiih and feel Llie need for certain

relating to wellhead price ceiling category determinations,
is that it?
MR. PADILLA: That's correct, yes, sir,.
MR. NUTTER: And today are you prepared

to make some recommendations regarding Order No. R-5878, as
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amended, which is the price ceiling category determinations
procedure?

MR. PADILLA: Yes, sir.

MR. NUTTER: Would you proceed with that

Mr. Padilla?

MR. PADILLA: Mr. Examiner, on November

13th, 1980, the Federal Enerqgy Regulatory Commission, under

Order No. 107 issued a final regulation pertaining to high

cost natural gas, under Section 107 of the Natural Gas Policy

Act, allowing a special category for what it calls production

enhancement gas.

Production enhancement gas under 105,

which is certain type of intrastate natural gas, and it allows

an incentive orice of not higher than the Section 109 price
or a renegotiated price of lesser of either of those two
prices.

I have marked for identification Ex-
iibit Number One, which is Order Ho. 107 of the Federal
Commission.

I have also marked as Exhibit Number

Two the proposed changes in our regqgulations for filing re-

guirements under Section 107 for production enhancement gas.

This third exhibit is a revised -- or

a copy of a C-132 with the changes that are necessary to

4
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include nroduction enhancement gas.

I'll not say anything about the Section
108 stripper applications, which is the second part of this
hearing until I've finishecd with the production enhancement
gas.

Essentially, the changes that the Divi-
sion is now proposing is to include as a new category under
Sectien 107, which is the -- falls under our Rule 17, a para-
graph 4.

MR. HNUTTEE: That would be Rule 17 of
R-5878.

MR. PADILLA: That's correct. Paragraph
1 being the high cost natural gas. Paragraph 2 is new tight
formation gas, and paragraph 3 applies to recompletion type
gas.

The fourth paragraph before us now will
include or be applicable to production enhancement gas.

1 think the proposed changes are very

- ~  ax

— TN 1
WNO » PRV

7 of the FERC,

The only changes that have been made
are those changes that are applicable to the Division, which
I think should be changed in order to conform to our regula-
tions.

I would say that the material change
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from those things. from the rules apply to the requirement
under the rules at the option of the jurisdictional agency,
which is the Division in this case, to waive the requirements
of requiring an applicant to state whether fresh water aquifers
may be impaired by fracturing practices or techniques in re-
working a well or in doing one of the enhancement -- some of
the production enhancement work in order to qualify a well
under these rules.

After reviewing with some of the staff
members of the Division and the Director of the Division. the
jurisdictional -~ the Division feels that we should at this
time waive the requirements to require an applicant to state
how he proposes to protect the quality of the fresh water
aquifers.
the grounds for this are -~
or the grounds for the waiver are to -- are simply the casing
requirements and cementing requirements the Division has,
tasicalilly that you go through the —-- generally 1n ali cases
you go through the fresh water aguifer with a casing and
cementing program that would adequately protect the fresh
water aquifers.

And that's basically all I have on ~--
on this proposed change, and I would stand for questions on

this one at this time. or if you'd like, I would proceed on
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to the Section 108 orders.

Mk. NUTTER: This waiver you're talking
about, Mr. Padilla, would be the waiver that's contained on
page 754 of Order No. 107, Section, or Subsection ii?

MR. PADILLA: That's correct. And I
believe it starts, the statement starts at Subsection 9(i).

MR. NUTTER: Uh-huh.

MR. PADILLA: And it requires the ap-
plican£ to make the -- if fracturing operations are being
conducted, to describe the minimum separation between the
target production zone and the fresh water aguifers, and then
it goes on to also identify, require him to identify what
procedures he would take to protect the fresh water aquifers.

MR. NUTTER: Do you think it would be
preferable tc answer any questicns pecople might have regarding
this section before you go on to the stripper section, Mr.

Padillaz

enhancement gas portion of his recommendation here today?
If there's no question, go on to the
next section, then, Mr. Padilla.
MR. PADILLA: Mr. Nutter, the second

part of these proposed changes involve Secticn 108 of the




Natural Gas Policy Act, the stripper qualifications. The

FERC has issued an interim rule on January 15th, 1981, to

ah W N

allow a well that has gualified as a stripper well to continue
5 qualification by ~- through what it calls temporary pressure

6 | build-ups. In other words, il a well exceeds an average

7 | daily production of 60 Mcf per day because of temporary pres-
g | sure build-ups, then the Commission feels -- or the FERC

9 feels under these regulations, or the interim rule, that the
10 | well should continue to qualify as a stripper well.

11 The proposed changes that --

ER: Now do you have that interiw

13 rule that was issued by the FERC as one of your exhibits, Mr.

14 Padilla?

i5 MR. PADILLA: Yes, that has been labeled

16 | as Exhibit Four.

17 MR. NUTTER: Okay.

18 MR. PADILLA: The proposed change has
19 | been labeled as a new Rule 21 of our regulations. and that

20 | has been marked for identification as Exhibit Number Five,

T T R T

21 | and Exhibit Number Six is the C-132-A, which shows the re-

22 | vised changes necessary to include temporary pressure build-

23 |ups. C-132-A would, of course, be used for filing with the
24 | Division when a temporary bressure build-up has occurred and
25 | an applicant or a producer wants to continue having his well
{ e
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qualify as a stripper well.

Again, Rule 21, or proposed Runle 21, is
very similar or almost straightforward from that proposed by'
the FERC as far as the filing requirements are concerned.

The only changes that are made in there

-2 Vo laXad
are the changes

hat we feel should be made in order to allow
the well to —- or to correspond to our regulations.

After reviewing this proposed Rule 21
this ﬁorninq I felt that right at the bottom of the page, the
last paragraph of Subsection (c) there should read, where
it says jurisdictional agency it should say Division, and
where it says the Commission it should say the FERC, in order
to make it properly worded.

MR. NUTTER: So you're amending your
exhibit there and in paragraph -- Section 7 (c¢) you would
strike "jurisdictional agency" and substitute the word
"Division".

MR. raDlLuLA: ‘rthat's correct.

MR. NUTTER: And also in the same
Section 7 (c)} you would strike the word "Commission" and
substitute the word "FERC", or the initials "FERC".

MR. PADILIA: Yes, sir.

MR. NUTTER: Okay. This is a proposed

Rule 21 of the procedures as outlined in Order No. R-5878.
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MR. PADILLA: That's correct.

MR. NUTTER: And it's a new section --
rule altogether.

MR. PADILLA: It's a new rule altogether

MR. NUTTER: Okay. now Form 132-A is
the form which is entitled Application for Continued Strivper
Classification, so there would be a necessity to add Section
C, Increased Production Resulting from Temporary Pressure
Buildup to that form, and that's what you proposed here in
Exhibit Six?

MR. PADRILLA: VYes, sir.

MR. NUTTER: Okay. Now. the Form C-132,
which is the application for determination, did it have to
have any amendments to bring in your production enhancement
gas?

MR. PADILLA: Yes. What I'm proposing

here is to amend Section 3-D, towards about three-gquarte::

delete the word "and" and then continue on tc the end and
add "and production enhancement gas".
MR. NUTTER: Whereas the form used to

say"deep, high-cost natural gas and tight formation natural

gas,"it will now say *"deep. high-cost natural gas; tight

e
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formation natural gas, and production enhanuvement gas".

MR, PADILLA: Yes. Also, on the followin
line I have added "or Rule 17(4)".

MR. NUTTCR: Whereas now it states "all
items required by Rule 17(1), Rule 17{(2), or Rule 17(3)", you
have changed that to read "All items required by Rule 17(1),
Rule 17(2), Rule 17(3), or Rule 17(4)".

MR. PADILLA: Correct.

MR. NUTTER: Okay. Are there any ques-
tions of Mr. Padilla regarding the amendments to the section
on the tight formation gas -~ I mean on the temporary pressure
buildup gas?

Yes, sir?

MR. ANDERSON: My name is Donald L.
Anderson, El Paso Natural Gas Company.

I have a question on what you want on

Rule 21.

Tie rule tuat thie FERC has come out witn

L}

5 not a final rule. Comments have

is an interim rule; it
been made to the FERC that the temporary pressure buildup

rule apply to an application that is pending before a juris-
dictional agency, rather than éne that has been approved by

the jurisdictional agency.

g

I'm wondering if part 1 could be -

v

e

PO R g
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reworded nct to require an approved copy of Form €C-132 to

> changes the final rule to

»QYary pressure huildup +o

e L L

. .
panding avplica-
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o< FEC L
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MR. PADTLT.A: T don't seen any problem
with that, but I think the -- the interim rule does require
that, as part of the filing requirements, in page 11 of those
rules, it indicates that the original determination shall
find the}well is a stripper well, and so that's the reason
I included a copy of the C-132, but I wouldn't have any ob-
jection to deleting that once the FERC changed that require-
ment, or to put something to the effect that the Division
Form C-132--A and an approved copy of the C--132 qualifying the
well as a stripper well, if applicable.

I think it would be inapplicable if the
FERC changes its rule.

MR, NUTTER: But under the present
ieceaeary o write it as i+ ie

interim rules i+ wonid he

L

ign't it -- wouldn't it?

MR, PADILLA: It seems to me that it
would be,

MR. ANDERSON: That's true, The com-
ments have been filed with the FERC to allow the temporary

pressure buildup rule to apply to any application for the

S

PR TRV U
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reason that deferred applications would not be covered by the
general rulec, and if the jurisdictional agency is late in
approving the application --

MR, MUTTER: Yes, sir.

MR. ANDERSCON: The FERC has indicated
informally that they intended the rule to apply to pending
applications. That is an informal indication only.

MR. NUTTER: Well, we have found that
it's kind of useless to even under the FERC's permanent rules,
to engrave any of our reqgulations in stone, bhecause they are
guite subject to change.

I think when we're going to issue an
order under one of FERC's interim rules we'd better carve
them in Jello so we can -- they'll be flexible enough to
amend them later.

So at this time we probably ought to

leave that in there, and then maybe subject to amendment.

some respect our regulations to conform to the fipal rule
that the FERC finally enacts, so I anticipate thét in some
form or another we will be éhanging this Rule 21 to conform
with the final regulations.

MR. NUTTER: Are there any further
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questions?
Did you have anything further?
MR. ANDERSON: Well, if -- to provide
the opportunity for pending applications to -- for an appli-

cation under the temporary pressure buildup to be made timely,
if FERC does issue the rules, is there some way that this
could be rewritten to avoid any delay?

MR. PADILLA: Well, I could -- we could
add at this point, probably, "if applicable" at the end of
that sentence, and that would work and we may never have to
change this again.

MR. ANDERSON: Yes.

MR. PADILLA: So I have no quarrel with
that,

MR, NUTTER: So what you're suggesting,
then, Mr. Padilla, would be under Rule 21, Section 1 where
it requires the filing of Division Form C-132A and an approved
copy of Form C-132, cunalifvina the well 20 2 shrinpar wall

- a 7

if applicable?

MR. PADILLA: Yes, If the FERC deletes
that requirement then it would no longer be applicable.

MR. NUTTER: Are there any other ques-
tions of Mr. Padilla? He may be excused.

Did you have any statement or anything

b b aa
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to make, Mr. Padilla, regarding this case?
MR. PADILLA: Nc, sir,
MR. NUTTER: Does anyone have any state-

ments or comments to make in Case Number 71997

We'll take the case under advisement.

(Hearing concluded.)
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Docket No. 9-81
4

Dockets Nos. L2-81 and 13-81 are tentatively sct for April 8 and 22, 1081, Applications for hesting must
ba filed at least 22 days in advance of hearing date,

<3z

DOCKET: COMMISSION HEARING - MUNDAY - MARCH 16, 1981

OIL CONSERVATION COMMISSION - 9 A.M, ~ ROOM 2
STATE LAND OFFICE BUILDINC, SANTA FE, NEW MEX

The followiag cases are continued {rom the February 138, 1981, Commission Hearing:

CASE 7155: A-clizaiiun oi Southland Rovalty Company for compulsory poolinz, Eddy County, New Mexico.

- Applicant, in the above-styled cause, seceks an order pooling all mineral interests in the Pennsyl-
vanian formation underlying the E/2 of Section 35, Township 18 South, Range 29 East, to be dedicated
to a well to be drilled at a standard location thereon. Also to be considered will be the cost of
dritling and ecomploting said weii and the allocation of the cost thereof as well as actual operating
costs and charges for supervision, designation of applicant as operator of the well, and a charge
for risk involved in drilling said well.

CASE 7057: (DE NOVO)

Application of Doyle Hartman for the extension of the vertical limits of the Langlie Mattix Pool,
Les Counly, New Hexito. Appiicant, in the above-styled cause, seeks the contraction of the vertical
limits of the Jalmat Pool and the upward extension of the vertical limits of the Langlie Mattix Pool
to the following depths underly;ng the follouxng 40-acre tracts in Township 24 South, Range 37 East:
SE/S SE/L of Section 30: 3364 feet; NE/G SE/4 of Section 30: 3389 feet; and SEf& SW/4 of Section
20: 3390 feet.

Upon application of ARCO Oil and Gas Company this case will be heard De Novo pursuant to the pro-
visions of Rule 1220.

Tededetevedertede dededete B vedrtode N e e e ve e e dede de e A S e dedt S e e s e A Yo e S A e Ao e ot e stk e S ek A Aot deiresi e s st de e e e Ak A
Docket Ho. 1G-81

DOCKET: COMMISSION HEARING - WEDNESDAY - MARCH 18, 1981

OIL CONSERVATION COMMISSION - 9 A.M. - MORGAN HALL
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

CASE 7198: Application of Amoco Production Company for temporary special rules, Union, Harding, and Quay Counties,

- New Mexico. Applicant, in the above-styled cause, seeks the promulgation of temporzry special area
rules for the Bravo Dome carbon dioxide gas area, including provision for 640-acre spacing units,
specified well locations, casing and cementing rules, and authority te inject carbon dioxide gas for
test purposes only.
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Docket No. 11-81

DQCKET:- EXAMINER HEARING ~ WEDNESDAY - MARCH 25. 1981

9 A.M. - OIL CONSERVATION DIVISION CONFERENCE ROOM,
STATE LAND CFFICE BUILDING. SANTA FE, NEW MEXICO

The Eollowing cases will be heard before Daniel S. Nutter, Examiner, or Richard L. Stamets, Alternzate Examiner:

Cl CASE 7199.A‘£E\:he matter of the hearing called by the 0il Conservation Division on its own motion to consider

" amendments to its SPECIAL RULES FOR APPLICATIONS FOR WELLHEAD PRICE CEILING CATEGORY DETERMINATIONS
as pro@ulgated by Division Order No. R-5878, as amended. The proposed amendments relate to individual
well filing requirements for price category determinations for the following categories:

(1) High cost production enhancement gas under Section 107 of rhe NGPA;

(2) Continued stripper qualification resulting from temporary rressure buildups under
Section 108 of the NGPA.
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TATE OF NEW MEXICDH
FNFRGY AND MINERALS DEPARTMENT
0Il CONSERVATION DIVISION

S
Y

IN THE MATTER CF THE HEARING CALLED
BY THE OIL CONSERVATION DIVISION ON
TS OWN MOTION 7O CONSIDER AMENDMENIS
TO ITS SPECIAL RULLCS T'OR APPLICATIONS

FOR WELLHEAD PRICE CEILING CATEGORY
DETERMINATIONS AS PROMULGATED BY A/L///
DIVISTON ORDER NO. R-5378, AS AMINDID.

CASE NO. 7199
Order No. R-5878-B-2

ORDER OF THE DIVISION

BY THE DIVISION:

: This cause came on for hearirng at 9 a.m. on March 25, 1981,
at Santa Fte, New Mexico, before Examiner Daniel S. Nutter.

NOW, on this day of May, 1981, the Division Director,
having considered the testimony, the record, and the recommendations
‘of the Examiner, and being fully advised in the premises,

FINDS:

, (1) That due public notice having been given as required
by law, the Division has jurisdiction of this cause and the
subject matter thereof.

(2) That by its Order No. R-5878-B, effective July 15,
‘1980, the New Mexico 0il Conservation Division promulgated its
. "Special Rules For Applications For Wellhead Price Ceiling
Category Determinations" pursuant to the Naiural Gas Policy Act
of 1978 and to the Federal Energy Regulatory Commission (FERC) :
"Final Regulations Implementing Filing Requirements of the Natural
Gas Tulicy Act of 1378, as promulgated by FERC Order No. 65
effective February 4, 1980.

(3) That said special rules and the Division forms

‘adupied for use pursuant thereto have from time to time been

"amended to keep their status up-to-date with the FERC requlations
fas they from time toc time have been amended.

(4 That the FERC on November 13, 1980, issued its Order
No. 167, a FINAL RULE relgating to "High Cost Gas: Production %
'Enhancement Procedures,” and on January 15, 1981, issued its '

WINTERIM RULE under Section 108 of the NGPA Concerning Temporary

Pressure Buildup in Qualifying Stripper wells."”



(5) That the aforesaid FERC Order No. 107 created a new

category of High-cost Natural Gas called "production enhancement

‘gas," being gas produced from a well upon which certain qualified - i
work has been done to establish, continue, or increase production
‘frum the well.

(6) That to implement procedures for qualifying wells for’

such production enhancement gas classification, i1t is necessary

‘that the Division's "Specicl Ru

L B [ ng
“ N )

cs For Applicalions for Wellhead
Price Ceiling Category Determinations™ as promulgated by Order

No. R-5878-B, as amended, be further amended by adding a new

‘Section 4 to Rule i7, outiining the material required to be filed
“with the Division (in accordance with 18 CFR 274.205(F) subparagraéhs
(1) through (8) inclusive) in order to obtain a production

“enhancement gas price category for a well,

Q (7) That the FERC INTERIM RULE referred to in

P AR WO

gFinding No. (4) above provides for continuing qualification of a
fstripper well as a stripper pursuant to Section 108 of the

ﬁNGPA even though ifts average daily production exceeds the stripper:
z'production limit or 6U MUF because of a temporary reservoir i
‘pressure build-up resulting from temporary shut-in due, for

-example, to pipeline or wellhead maintenance or repair.

R Ry ks b 2 . L

|
(8) That to implement such continued stripper well !

Il

iclassification, it is necessary that the Division's "Special Rules:

“For Wellhead Price Ceiling Category Determinations” as promulgatedg

e e

v by Order No. R-5878-B, as amended, be further amended by adding f
ka new Rule 21, outlining the material required to be filed with
;the Division (in accordance with 18 CFR 274.206(e) subpzragraphs
(1) through (7) inclusive) in order to obtain a determination of

increased production resulting from temporary pressure build-up. f ]
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(9) That the revision of Division Forms C-132 and C-132-A
to make said forms compatible with the above-described amendments
to the Special Rules For Applications For Wellhead Price Ceiling
Czategory Devevminations is necessary, and said forms should be
revised to conform to Exhibits A and B attached hereto and by
reference made a part hereof.

M\ T [
[ 1
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ective date of this order should be
ﬂay 12, 1981.

17 IS THEREFORE ORDERED:

(1) That the 0il Conservation Division's "Special Rules
}

For Applications For Wellhead Price Ceiling Category Determinations,"

as promulgated by Order No. R—5878—B, as amended, are hereby
further amended by the addition of a new Section 4, Production
tnhancement Gas, to Rule 17, reading in its entirety as follows:

"4. PRODUCTIDON ENHANCEMENT’GAS

a. FERC Form No. 121;

b. Division Form C-132 and the required attachments;

c. A aetailed statement describing the praduction
Eihitantvement work that has been performed on the
well, including the dates such work was commenced
and completed, or that will be performed on the
well;

d. An itemized statement of costs incurred in
performing the production enhancement work i
described in 18 CFR $§27L704(d), including
copies of invoices and bills for such work or,
if the work has not yet been completed,
estimates of such cost;

e. A statement estimating, for the five-year

period beginning from the month in which the

application is filed, the units of gas production

(MMBtu's) that:




(1) would be produced from the well if the
production enhancement work had been completed
on the day that the application is filed; and

{2) would be produced from the well if the produc-
tion enhancement work is not performed or
had not been performed;

The calculation, based on the estimates required

by subparagraph {(e) above, that is required by

18 CFR §271.704(c)(1)(v);

The reneqotiated price and a copy of that portion

of the sales contract that authorizes collections

of such price;

A statement by the applicant, under oath, that:

(1) The production enhancement work is necessary,
and can be reasonably expected, to enhance
production;

(2) The maximum lawful price that would be
applicable but for gqualification of the gas

nnder 18 CFR 8§271 744 4 y O Will nut,

PS4

P
[

provide adequate incentive for the perfeormance
of the production enhancement work;

(3) But for the availability of a price at least
as high as the renegotiated price specified
in subparagraph (g), the production enhance-
ment work would not have been or will not be
performed;

(4) The production enhancement work was not
commenced before May 29, 1980;

(5) To the best of the applicant's knowledge

and belief, the estimates required by

subparagraph (e) above are reasonable; and

e e Pt s e A n e e e
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(6) The applicant has no knowledge of any other :
informatian not described in the application
which is inconsistent with these statements
and estimates;

i. A staltement by the nurchaser, under ocain, that to
the best of the purchaser's knowledge or belief:
(1) There is a reasonable basis for the

statements and estimates made by the : 4
applicant; and ‘ : ;

(2) The purchaser has no knowledge of any inFormatiQn
not described in the application which is ? E
inconsistent with such statements and estimates{"

i

(2) That the Division&"Special Rules For Application For j

iWellhead Price Ceiling Category DPDeterminations," as promulgated % E
iby Order No. R-5878-B, as amended, are hereby further amended § _j
ﬁby the addition of a new Rule 21, reading in its entirety as % %
ﬁfollows: % é

"Rule 21. An applicatiaon for determination that increased ;
coaducstion 1o the rogull of LempGraTy pressuie _ %{3 ;
buildup shall include: L T "'ai . ‘
; [ Division Form C-132-A and, ifvappiiéablé; an % )

é approved copy of Form C-132 qualifying the é

| well as a stripper well. :

2. A copy of the purchaser's notice, if any, that
the average daily production of the well for

the relevant 90-day production period has '
A exceeded 60 Mcf, é
é é; 3. A summary or tabulation of production records , é
E | for the 90-day production period during which f
the well's average daily production period : E

exceeded 60 Mcf.




| B,

4. A the toltal production

slatemen

-

of for the
period in question, and the average production
per production day.

5. A statement of the number of days the well was
shut-in and a description of the reason for the
shut-1n.

6. Engineering, geological and/or production data
to support a finding that the increased rate of
production was the result of a pressure buildup
which occurred when the well was shut-in.

7. A statement, under oath, that to the best of his
information, knowledge and belief,

a. the well would have produced at an average
rate not exceeding 60 Mcf per production day
during the relevant 90-day production period

i had the well been continuously open to the
line during such period,

b. the information supplied is true, and

t. the petition for this determination has been
served on the Division, the FERC, and any
purchaser."

{(3) That Divisicn Form C-132, “Application For Wellheau
f?rice Ceiling Cateqory Determination,” is hereby revised to
7¢onform to Exhibit A attached hereto and by reference made a part

hereof.

A

(4) That Division Form C-132-A, "Applicédtion For Continued
vStripper Classificétion," is hereby revised to conform to Exhibit
B attached hereto and by reference made a patt hereof.
| (5) That the effective date of this order and of all of
the additions, amendments, and revisions approved herein shall be
‘ﬁay 10, 1981.

(6) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem necessary.

DONE at Santa fe, New Mexico, on the day and year herein-

above designated.
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. : OIL CONSERVATION DIVISION

F -
| STATE OF NEW MEXICO P O BOX 2088 Revised 37 10-81
ENERGY awvin MILERALS DEFARTMENT SANTA FE, NEW MEXICO 87501
APPLICATION FOR WELLHEAD: (3K Tnateaty Fyoe of T 2s =
PRICE CEILIHG CATEGORY DETERMINATION save (]
A ey .5. S1ote OI] & Gos Leuse No.
L.FOR DIVISION USE ONLY:
DATE COMPLETE APPLICATION FILED \
DATE DETERMINATION MADE §’ > ‘
Unii reement Na
WAS APPLICATION CONTESTED? YES NO s e
NAME(S) OF INTERVENOR(S)E IF ANY: 8. Farm or Lease Name
2. Neme of Op=tator 9. Well No.
3, Address oi Operator ' 10, Fizld and Pegl, or Wildeal
4. Lxmlm of Well UMY LEYTER LOCATED FEEY FROM TNE e LMK 12‘ COIAI'“Y
__B '(!'r FROM THE LInE OF sRC. T S =zZ. _— seer s
YV. Name and Address of Purchaser{s)

WELL CATEGORY INFOPMATIQON

Check appropriate box for category sought and information submitted.

1. Category(ies) Sought (By NGPA Section Neo.)

2. A1l Appiications must contain:
a. C-101 APPLICATION FOR PERMIT TO DRILL, DEEPEN OR PLUG BACK
b. C-105 WELL COMPLETION OR RECOMPLETION REPORT
c. DIRECTIONAL DRILLING SURVEY, IF REQUIRED UNDER RULE 111
[J d. AFFIDAVITS OF MAILING OR DELIVERY
3. In addition to the above, all apnllcaﬂons must contain the ftems required by the
applicable rule of the Divisfon's "Spech\ Rules for Applications For Wellhead
Price Ceiling Category Determinations® as follows:
A. HEW NATURAL GAS UNDER SEC. 102{c){1)}{B) {using 2.5 Mils or 1000 Feot Deeper Vi i;
[J A1l items required by Rule 14(1) and/or Rule 14(2)
B. NEW NATURAL GAS UNCER SEC. 102(c)}(1)(C) {new onshore resc.voir)

{0 A1 items required by Rule 15
2. "NEW ONSHORE PRODUCTION WELL

P T

— se® v T L LS T - - .-
L +e+v 3EEI TEGUIYEU Wy RuICc Lon UDN RUIT 10D

D. DEEP, HIGH-COST NATURAL GAS, TIGHT FORMATION NATURAL GAS, AND PRODUCTION ENHANCEMENT NATURAL GAS

[J A1l items required by Rule 17(1), Rule 17(2) or Rule 17(3), or Rule 17(4)
E. STRIPPER WELL NATURAL 6AS

] AYY items required by Rule 12

R TR U

1 HEREBY CERTIFY THAT THE INFORMATION CONTAINED FOR DIVISION USE ONLY |
HEREIN 1S TRUE AND COMPLETE TO THE BEST OF MY ‘
KNOWLEDGE AND BELIEF. L1 Approved |

[0 pisapproved

NAME OF APPLICANT {Type or Print) The information contained herein includes all | -

of the information required to be filed by the

applicant under Subpart B of Part 274 of the :
STGNATORE OF APPLICANT FERC regulations. :

Title
Date EXARTNER ]
Exhip+ A—Order No B-5878-5-2 j

/




OIL CONSERVATION DIVISION

Y ' Form C-132-
) STATE OF NEW MEXICO # O poOXx 2688 R:visgd ggls—ﬂl
» ENERGY avo MINERALS DEPARTMENT SANTA FE, NEW MEXICO 37501 )
APPLICATION FOR CONTINUED $A. Traicate Tyiw of Leuie
STRIPPER CLASSIFICATION srave |_J ree (]
5. State Ol & Gos Lease No.
$.FOR DIVISION USE ONLY:
DATE COMPLETE APPLICATION FILED %\N\‘Q
DATE DETERMINATION MADE PN N
. uUn Greemenl MNeme
WAS APPLICATION CONTESTED? YES NO
NAME(S) OF INTERVENOR(S)' IF ANY: €8, Farm or Lease Nume
2. Name of Cp=rator 9. Well No. ]
3, Acdress o! Operctor 10, Field and Pool, or Wiidcat
4. Lecstian of Well umiT LETTER LocaYeD _____ PEEY FRQem YME ____ LimE 12. County
Anbd FELEY TROn THME LinE @F agcC. TWP, . 11N LI
¥l. Rame and Address of Purchaser(s)

CLASSLFICATION

1. Check appropriate box for category sought and information
submitted.

2. A1l applications must contain the items required by the
applicable rule of the Division's "Special Rules For
Applications For Wellhead Price Ceiling Category Determinations™
as follows:

A. Increased production resulting from recognized enhanced
recovery techniques

[] Al items required by Rule 19

B. Well is seasonally affected

[] A1l items required by Rule 20

U. increased production resulting from temporary pressure buildup

D A1l dtemc ranuirad by Nyl 23

i HEREBY CERTIFY THAT THE INFORMATION CONTAINED FOR DIVISION USE ONLY

HEREIN IS TRUE AND COMPLETE TO THE BEST OF MY [] Appraved
KNOWLEDGE AND BELIEF.

[0 pisapproved

NAME OF APPLICANT (Type or Print) The information contained herein includes all}
of the information required to be filed by the

' applicant under Subpart B of Part 274 of the
SIGNATURE OF APPLICANT FERC regulations.

Title
Date EXAMINER

EK,LH\OMZ' P Ovder Na. K-5873-3-2




