
STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION COMMISSION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CON SIDERING:

CASE NO. 10450
Order No. R-9656

GAS ALLOWABLES FOR THE PRORATED GAS
POOLS IN NEW MEXICO FOR APRIL, 1992
THROUGH SEPTEMBER, 1992.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause c~me on for hearing at 9:00 a.m. on February 27, 1992, at Santa
Fe, New Mexico, before the Oil Conservation Commission of New Mexico, hereinafter
referred to as the "Commission."

NOW, on this 31st day of March, 1992, the Commission, a quorum being
present and having considered the testimony, the exhibits received at said hearing,
and being fully advised in the premlges,

FINDS THAT:

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

(2) This hearing was called for the purpose of accepting nominations and
other evidence and information to assist in determining April, 1992, through
September, 1992 gas allowables for the prorated gas pools in New Mexico. Thirteen
of the prorated gas pools are in Lea, Eddy and Chaves Counties in Southeast New
Mexico and the other four prorated gas pools are in San Juan, Rio Arriba and
Sandoval Counties in Northwest New Mexico.

(3) Amendments to the Gas Proration Rules approved by Commission Order
No. R-8170-H in December, 1990 provide for allowables to be established for 6-month
allocation periods beginning in April and October of each year. The April, 1992
through September, 1992 allocation period will be the third under the amended rules.

(4) Average monthly allowables for April 92 - Sept. 92 for each pool should
be based on monthly average individual pool sales for April 91 - Sept. 91, with
administrative adjustments where appropriate.
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(5) Oil Conservation Division (OCD) personnel prepared Market Demand 
A/lowable Determination Schedules for the prorated gas pools in New Mexico. These
contained prelimina~’y allowable estimates for the April 92 - Sept. 92 period and were
developed in accordance with procedures set forth in Division Order R-8170-H,
Rules 5(a)l and 5(a)2. Producers, purchasers and transporters of gas were asked
to review these prelimlna, T allowables and to participate in the Feb,-m~y 27, 1992
hearing by providing information which would assist in arriving at the final allowable
assignments.

(6) Revised prellmlna*ST allowable esfimatea for each prorated pool were
submitted at the hearing by OCD as Exhibits A and B. These estimates contained
updated production data and differed from the prelimina~ T esti-mtes which had been
mailed out earUer.

(7) The OCD Director of Natural Gas Marketing submitted at the time of the
hearing as Exhibits Nos. 1 through 8 a series of graphs in slide form which showed
the following:

(a) New Mexico natural gas production has increased steadily from
1985 through 1991. The preliminaT,y estimate for 1991 production
is one trillion cubic feet.

(b) Monthly gas production in New Mexico reflects seasonal trends
with the period April through September having lower production
than the period October through March. This trend has
flattened out in recent years but sti]l exists and is expected to
continue in 1992.

(c) The number of completions and the production from the coal seam
gas continues to increase while the production from conventional
wells decreases in the northwest.

(d) New Mexico’s gas reserves have increased to 19.8 Tcf which is
second only to Texas for onshore reserves of natural gas.

(8) Hsllwood Petroleum, Inc. presented exhibits and testimony to support
their request for an F1 factor in the range of 127,000 to 149,800 for the Catciaw
Draw-Morrow Gas Pool. The current (Oct. 91 - March 92) F1 factor is 127,000 and
the total production from the pool is nearing 400,000 McfJmonth. Hallwood has not
had any problem in marketing their gas and does not anticipate any problems in
marketing for the April 92 - Sept. 92 period.

(9) The current F1 factor of 127,000 for the Catclaw Draw has allowed all 
the mm-ginal wells to produce and is limiting the production of the single non-
marginal well in the pool. An adjustment for seasonal demand would result in an F1
factor of 122,000. This factor will allow the pool to be produced at or near its
current levels and meet the anticipated market demand.
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(10) Marathon Oil Company presented exhibits and testimony in support 
their request for an allowable increase in the Blinebry Gas Pool. Prellmina~T
estimates sent out by the OCD had recommended an F1 factor of 24,906 and Marathon
is requesting an F1 factor of 45,000. The .following information was presented by
Marathon.

(a) Marathon notified all of the operators in the Blinebry Pool of
their intention to request an F1 factor of 45,000. Chevron and
Conoco responded by stating that they did not object to
Marathonls request. Mobil, Arco, Exxon and Texaco did not
respond to MarathonsI proposal.

(b) A graph of sales and allowables for Marathon’s four non-marginal
wells showed that the wells had been overproduced since 1989
except for the month of Oct. 1990. Since that time the sales have
exceeded the allowable and the wells are again overproduced.

(c) Me~-athon presented a m~keting witness who testified that they
could sell all of the gas produced from the Blinebry Pool. He R1RO
testified that if Marathon and other New Mexico producers were
not allowed to produce all of the gas that they could, New Mexico
would start losing market share to Canadian gas.

(11) John Hendrix, an operator in the Blinebry Pool, had a statement read
into the record that proposed a decrease in the F1 factor to 21,840. The reasons for
his request are that increases in allowable will further flood the gas m~ket and that
the prices received for gas are below its replacement costs.

(12) The current (Oct. 91 - Mar. 92) F1 factor for the Blinebry Pool of 38,125
is a substantial increase over previous F1 factors. As a result of this increase, the
number of non-marginal wells is decreasing but the full effect of the increase is not
yet known. Mak-lng a seasonal adjustment in the F1 factor (April 92 - Sept. 92) will
result in a new F1 factor of 38,000 which will allow another six months to evaluate the
increased F1 factor.

(13) Marathon Oil Company presented exhibits and testimony to support their
request for an F1 factor of 232,000 for the Indian Basin Upper Penn Pool. Marathon
based their request on the following information:

(a) Well work and facilities modification performed on the Indian
Basin D 1 Well increased production from just under 100,000
Mcf/month to over 200,000 Mcf/month. As a result, the well has
gone from ma~glnal to non-marginal and is currently
overproduced.

(b) Marathon worked over their North Indian Basin Unit 4 Well and
increased production to over 130,000 Mcf/month. Under current
allowables, this well will remain a marginal well.
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(c) Marathon has spent $775,245 working over wells, upgrading
production units and instn111ug lease wellhead compression.

(d) Marathon’s gas marketing representatives gave testimony that
they had a market for all of the gas they can produce from the
Indian Basin Upper Penn Pool and that they were seeking an F1
factor that would allow their best well to produce without
restriction.

(14) Chevron USA presented testimony and exhibits to justify an F1 factor
of 152,500 for the Indian Basin Upper Penn Gas Pool. Chevron used the following
informntion to justify their request.

(a) Chevron and Marathon each represented 40~ of the production
from Apr. 91- Nov. 91.

(b) A comparison chart showing Chevronls and Marathonls non-
marginal well average production from April 91 - Nov. 91 as
152,953 Mcflmonth. Chevron rounded this figure to 152,500
Mcf]month and made this their recommended allowable for a well
with an acreage factor of 1.

(c) Chevron plans to workover their Helbing Federal No. 1 Well in
1992 and feels that it is economically feasible with the F1 factor
of 152,500.

(d) Chevron presented a letter from their Natural Gas Supply and
Marketing group which stated that the Indian Basin gas prices
will probably weaken due to increased gas supplies to California.

(e) Chevron submitted lettera from Oryx and MW Petroleum
Co~poration, both operators in the Indin~ Basin Upper Penn Gas
Pool, which were against the 232,000 F1 factor requested by
Marathon and supported a lower factor of 152,500 to 167,310.

(15) OCD Exhibit "A" presented at thlg hearing had suggested an F1 factor
of 160,502 for the Indlan Basin Upper Penn Gas Pool. Considering the exhibits and
testimony presented by Marathon and Chevron, this F1 factor is adequate.
Sufficient production will be allowed to meet the market demand and to encourage
additional work in the field.

(16) Amoco Pz~x1uction Company presented exhibits and tes~mony requesting
higher allowables for the four prorated gas pools in the San Junn Basin. Pipeline
expansions which aze currently being installed in the Northwest should result in a
lowe~ng of pipeline pressures which will increase production.
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(17) Union Oil Company of California presented exhibits and testimony 
justify higher allowables for the Basin Dakota Pool and the Blanco Mesaverde Pool.
The allowable factors presented in the Preliminaz T Allowable Es¢imRtes sent out by
the OCD would result in less allowable for Dakota wells than for the comparable
period in 1991 and slightly more allowable for Mesaverde wells tbRn in 1991. The
increased pipeline capacity out of the San Juan Basin will require higher allowable
if the pipelines are to be filled.

(18) Phillips Petroleum Company presented testimony and exhibits to support
their request for higher allowables in the Basin Dakota Pool.

(19) Allowables for the four prorated gas pools in the San Juan Basin should
be increased. The effect of the pipeline expansions in the Northwest will be to lower
line pressures and increase production. It is not known how much the production
will be increased, but producers should be allowed to take advantage of the increase
if the gas can be marketed.

(20) The OCD Exhibit B should be adjusted as follows-

Pool Adjustment
Basin-Dakota 2,000,000 Mcf/month
Blance Mesaverde 3,000,000 Mef/month
So. Blsnco Pictured Cliffs 150,000 Mcf/month
Tapacito Pictured Cliffs 100,000 Mcf/month

IT IS THEREFORE ORDERED THAT:

(1) OCD Exhibit A submitted at the hearing shall be amended for the Catclaw
Draw Morrow Pool by correcting the average monthly pool sales to 238,675 Mcf and
by changing the adjustments from 109,245 Mcf to 58,559 Mcf.

(2) Said OCD Exhibit sbsll befur ther ame nded for the Blin ebry Gas Pool
by adding an adjustment of 157,241 Mof]mo.

(3) OCD Exhibit B submitted at the hearing sb~11 be amended by m~1~ing the
following adjustments for monthly production:

Pool Adjustment (Mcf] too. 

Basin Dakota Pool 2,000,000
Blanco Mesave~le Pool 3,000,000
South Blance Pictured Cliffs Pool 150,000
Tapacito Pictured Cliffs Pool 100,000

(4) OCD Exhibits A and B, as amended by Decretory Paragraphs Nos. (1),
(2) and (3) above are attached hereto as Exblbits "A" and "B", respectively, 
s)~all be rode a part hereof. Said Exhibits shall be the basis for allowable
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assignments in the prorated gas pools in New Mexico for the monthR Apr. 92 - Sept.
92. Allowables shall be assigned as follows:

(a) Each marginal gas proration unit (GPU) shall be assigned 
monthly allowable equal to the average monthly amount of gas
produced by that GPU during the period January 1992 through
March 1992.

(b) Each non-marginsi GPU shall be assigned a monthly allowable
using the appropriate acreage allocation factor (F1) and the
appropriate acreage times deliverability allocating factor (F2),
if applicable, for each pool as shown on OCD Exhibits "A" and
"B" attached to this order.

(5) The Oil Conservation Division is hereby directed to prepare proration
schedules for the Apr. 92 - Sept. 92 allocation period in accordance with this order
and other Division Rules, Regulations and Orders. Copies of this order shall be
included in each proration schedule.

(6) Jurisdiction of this cause is retained for the entry of such further orders
as the Commlasion may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year hereinabove designated.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

WH.T.IAM W. WEISS, Member

NrLLIAN J. LNI~Y, CI~~
SEAL tl

dr/
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