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WHEREUPON, the following proceedings were had at
9:05 a.m.:

CHAIRMAN LEMAY: Okay, so now we shall Call Case
Number 11,705, which is the Application of the 0il
Conservation Division to amend Order R-8170, pertaining to
the General Rules of Prorated Fields of New Mexico.

Appearances in Case 11,705?

MR. CARROLL: May it please the Commission, my
name is Rand Carroll, appearing on behalf of the Division.

CHAIRMAN LEMAY: Mr. Carroll, thank you.

Any other appearances in the case?

Do you have any witnesses today, Mr. Carroll?

MR. CARROLL: No, I just have a brief statement.

CHAIRMAN LEMAY: Okay, for those of you that are
curious about this particular Application, I think it has
to do with a suggestion to relax the testing requirements,
the deliverability testing requirements in the San Juan
Basin.

I think Mr. Carroll will kind of brief the
Commissioners, and I will appoint a committee to look into
what tests can be relaxed and what kind of information we
will need, and that committee will report back to us in a
couple months, I understand.

Mr. Carroll?

MR. CARROLL: You stole most of my thunder, Mr.

STEVEN T. BRENNER, CCR
(505) 989-9317




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Chairman.

CHAIRMAN LEMAY: I'm sorry, I =-- just setting the
stage for you, sir.

MR. CARROLL: I have an e-mail message from Frank
Chavez in our Aztec District Office, and he has been
speaking with members of industry, and there's a consensus
that the proration rules for the northwest should be
amended.

As the memo points out, there's declining
productivity of wells in the northwest, and that the
current proration formula for pools in the northwest may no
longer be applicable. There are very few wells that can
make the allowable up in the northwest, but deliverability
tests are still required, although there is a moratorium in
effect right now, that places a moratorium on
deliverability testing.

The Division and industry consider a lot of this
testing unnecessary and a burden on both the OCD and the
industry. So the purpose of the Application is to decrease
the amount of gas well deliverability testing required and
review the basis for such testing.

The OCD therefore requests that a committee
chaired by the OCD be set up with operator and pipeline
representatives and any other interested parties, maybe the

BLM, to address current reservoir and market conditions and
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to assure that waste is prevented and correlative rights
are protected.

And that's all I have.

CHAIRMAN LEMAY: Is it then your recommendation
that a committee be appointed and that that committee come
back to the Commission with recommendations for different
testing? Any time schedule on that?

MR. CARROLL: Yeah, I guess we would like to see
a new rule in effect by the end of summer, early fall.

CHAIRMAN LEMAY: Do you have a suggestion when
this case should be continued until, then? June hearing?
Is that something that -- July?

MR. CARROLL: Let's make it July.

CHAIRMAN LEMAY: July? Okay, we don't have a
date yet in July, but we will have one.

Is it also your intent to, when you get a case
like this, that -- it could be a rule and should be a rule
that the order be changed to a rule rather than keep it as
an order, like 81707

MR. CARROLL: That's correct. Once we make this
amendment and once we amend our order, the State Record
Center requires that orders such as this become rule, so
this will become a rule that will be placed in the rule
book, the proration rule.

So I think for -- Hopefully the committee will

STEVEN T. BRENNER, CCR
(505) 989-9317




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

come up with a draft rule we can attach to the docket for
July.

CHAIRMAN LEMAY: OKkay. Any -- Will you take any
questions from the Commissioners at this time?

MR. CARROLL: I'll attempt to answer them.

CHAIRMAN LEMAY: Okay. Commissioner Weiss?

COMMISSIONER WEISS: I'm concerned that some
pressure data be maintained. Up there in the San Juan
Basin, we're fortunate to have maintained these records
over the years, and the companies up there can do real
reservoir engineering because they have pressure
information and they know the volumes.

I can certainly understand the need to reduce the
testing that's not necessary, but we certainly don't want
to eliminate it. We need to keep track of bottomhole
pressure in those reservoirs.

MR. CARROLL: I think, Commissioner Weiss, that
is one of the concerns of the OCD and industry, that the
pressure data is helpful and necessary in what needs to be
retained and what can be done away with. I don't know --
It is up to the study of the committee.

CHAIRMAN LEMAY: Commissioner Bailey?

COMMISSIONER BAILEY: No, I just second Mr.
Weiss's concerns.

CHAIRMAN LEMAY: We shall appoint a committee,
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then.

Does anyone else have anything to add to the case
at this point in time?

MR. CARROLL: That's all.

CHAIRMAN LEMAY: Thank you very much, Mr.
Carroll.

This case will be continued until the July
Commission hearing.

MR. CARROLL: Thank you.

CHAIRMAN LEMAY: Thank you.

(Thereupon, these proceedings were concluded at

9:12 a.m.)
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