STATEMENT OF W. V. HOLIK, JR.
ON BEHALF OF EL PASO NATURAL GAS COMPANY
BEFORE THE NEW MEXICO OIL CONSERVATION COMMISSION
JUNE 9, 1959

I am authorized by El Paso Natural Gas Company, referred
to as "El1 Paso," to make this statement on its behalf. El Paso had
made prior statements at the December, 1958 and March, 1959, hearings.
This statement supplements and brings to date the progress made in
obtaining authorization to construct and the progress made in con-
struction of facilities for taking casinghead gas from producers in
the Bisti-Gallup and Gallegos-Gallup 0il Pools.

Pursuant to an agreement entered with Shell 0il Company
construction work has proceeded on the facilities necessary to take
ten million cubic feet per day authorized by Federal Power Commission
in a temporary certificate order dated November 13, 1958. El Paso's
Exhibit No. 1 is a map showing the location of gathering facilities
already constructed and gathering facilities now under construciion.
El Paso estimates the gathering facilities to serve the wells covered
by the Shell contract will be completed by June 15 and the compression
facilities by July 1 of this year. These facilities will handle ten
million cubic feet per day authorized by the temporary certificate.

In addition, British American 0il Company has completed
a gathering system to gather casinghead gas which is presently being
reinjected by British American and which will be sold to FEl Paso in

the future under an existing contract between British American and



El Paso. Negotiations are substantially completed for transfer of
these gathering facilities to El Pasc upon FPC approval. A similar
arrangement is under discussion with Sunrasy Mid-Continent.

Engineering studies have been made to estimate the facilities
required and the cost of facilities necessary to take gas from the
Gallegos-Gallup trend. Preliminary but firm proposals have been sub-
mitted within the last week to Skelly 0il Company and others covering
the production of Skelly and other operators in the area. No firm agree-
ment has been reached regarding any producer sharing with E1 Paso the
risk incident to construction of facillties under a temporary certificate.

El Paso's application under Docket No. G-156% was set for
hearing July 6 but Federal Power Commission has recently postponed
this hearing and has not reset the hearing for a definite date. This
application requests, among other things, authority to construct facili-
ties required for gathering and processing the casinghead gas under
contract, as estimated.

All except five of the producers with whom El1 Paso has casing-
head gas contracts have filed applications with Federal Power Commission
for producers' certificates. These cases have been consolidated and
set for hearing on June 12.

If Federal Power Commission issues permanent certificates to
the producers in these applications El Paso will seek to obtain approval
for construction of the facilities necessary to serve those producers
accepting permanent certificates in an entire area. El Paso will meet

with any group to discuss sharing the risk of construction under a
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temporary certificate. Upon obtaining a certificate, in form acceptable
to E1 Paso, then El Paso will proceed immediately with construction of

the additional facilities.
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I am authoriéed“by El Paso Natural Gas Company,

referred to as "El Paso,”" to make thils statement on 1ts

behalf. At the December, 1958 hearing, El Pasc stated that
it had negotlated contracts for purchase of casinghead gas
from producers in the Blsti-Gallup and Gallegos-Gallup 0il

Pools, Jointly referred to as "Bisti area,"

covering the

ma jor portion of caslinghead gas from the known productive
areas in these two pools. Sald contracté had been filled
by El1 Paso as a part of 1ts application for a certiflcate
of public convenience and necessity in Docket No. G-15696,
whereln E1 Paso requested, among other things, the authority
to construct facilitles to gather, compress and process the
casinghead gas production from the Blsti area. By order
dated November 13, 1958, the Federal Power Commission, in
said Docket No, G-15696, granted El1 Paso temporary authori-
zatlon to bulld facilitles designed to take and process up
to 10,000,000 cublc feet of casinghead gas per day from the
Bistli area. A letter from the Federal Power Commission
dated November 20, 1958 was filed with the statement. This
letter ralsed the question of Federal Power Commission's
authority to grant temporary certificates. In conclusilon,
El Paso stated that 1t could not glve flrm assurance of the
date when facllities would be built and it would be able

to take caslnghead gas from the Blstl area.



At the present time 32 producers have made casing-
head gas contracts with El1 Paso and most of them have filled
with Federal Power Commission applicatlons to make sale of
casinghead gas pursuant to thelr contracts with E1 Paso.

The application in Docket G-15696, as 1t relates to the
taking of gas by E1 Paso from the Bistl area, has been
amended slightly by flllng of producers! contracts and pro-
viding for transfer of compression facillities from E1 Paso's
Chaco Plant into the Blstl fleld. No permanent certiflcate
has yet been 1lssued.

In the interval since the December meeting El1 Paso
and Shell 011 Company have been engaged 1in negotlations and
have now reached an agreement providlng for thelr sharing of
risks 1inherent 1n a temporary certificate 1n a manner satls-
factory to each. While thls agreement has not been executed,
1t 1s expected to be executed within the next few days. With
regpect to Shell 011 Company, El1 Paso estimates 120 days to
be the time regulred to construct facilities in order fo take
up to 10,000,000 cublc feet of casinghead gas per day, which
1s the volume presently authorized by the Federal Power Commis-
slon 1n the temporary certificate., It is/El Paso's understand-
ing that Shell willl request a temporary certificate to sell
such gas to El Paso, which request 1s a prerequlsite to
El Paso's being able to purchase same.

As soon as the agreement with Shell 1s executed,

E1l Paso will offer to all other producers who have executed
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casinghead gas contracts with El Paso an opportunity to enter
into the same type of agreement which E1 Paso has entered 1into
with Shell., As to such other producers, El1 Paso estimates 120
days from the date of executlon of each additional agreement
to be the time required to construct the facllities necessary

to take casinghead gas from each such other producer. However,
as to such other producers, 1t wlll be necessary for El1 Paso to
obtain from the Federal Power Commlssion authorization to allow
El Paso to take in excess of 10,000,000 cubic feet of casinghead
gas per day from the Blstl area and, in addition thereto, it
will be necessary for each producer to obtain a temporary

certificate to sell such casinghead gas to El1 Paso.



