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EXAMINER STOGNER: I ' l l c a l l t h e n e x t 

case, No. 10521, w h i c h i s t h e a p p l i c a t i o n o f 

Union O i l Company of C a l i f o r n i a , d o i n g b u s i n e s s 

as U n o c a l , f o r t e r m i n a t i o n of gas p r o r a t i o n i n g i n 

th e South B i a n c o - P i c t u r e d C l i f f s P o o l , Rio 

A r r i b a , Sandoval, and San Juan C o u n t i e s , New 

Mex i c o. 

B e f o r e I c a l l f o r any appearances, 

t h e r e was an a d v e r t i s e m e n t g l i t c h i n t h e Observer 

-- I t h i n k t h a t ' s t h e Espanola Observer -- and 

r e a d v e r t i s e m e n t w i l l be r e q u i r e d f o r August 20, 

1992. However, I u n d e r s t a n d t h a t a l l p a r t i e s 

c o ncerned a r e ready t o p u t on t h e i r t e s t i m o n y 

t o d a y , and we're ready t o r e c e i v e i t . 

I c a l l f o r appearances a t t h i s t i m e . 

MR. CARR: May i t p l e a s e t h e Examiner, 

my name i s W i l l i a m F. Carr w i t h t h e Santa Fe law 

f i r m , Campbell, C a r r , Berge & S h e r i d a n . We 

r e p r e s e n t UNOCAL. And we have one w i t n e s s . 

MR. CAMP: Mr. Examiner, I'm Ward Camp 

of K e l e h e r & McLeod of Al b u q u e r q u e . I r e p r e s e n t 

Gas Company of New Mexico. And we have one 

wi t n e s s . 

EXAMINER STOGNER: Are t h e r e any o t h e r 

appearances i n t h i s m a t t e r ? 
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W i l l t h e w i t n e s s e s , p l e a s e , s t a n d t o be 

sworn a t t h i s t i m e . 

[The w i t n e s s e s were d u l y sworn.] 

EXAMINER STOGNER: Any need f o r o p e n i n g 

s t a t e m e n t s ? 

MR. CARR: I don't i n t e n d t o . 

MR. CAMP: No, s i r . 

EXAMINER STOGNER: Mr. C a r r . 

MR. CARR: At t h i s t i m e we c a l l Mr. 

E n g l e r . 

THOMAS W. ENGLER 

Having been d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

Q. W i l l you s t a t e your f u l l name f o r t h e 

r e c o r d , p l e a s e ? 

A. Thomas E n g l e r . 

Q. How do you s p e l l your l a s t name? 

A. E - n - g - l - e - r . 

Q. Where do you r e s i d e ? 

A. I n S o c o r r o , New Mexico. 

Q. Mr. E n g l e r , by whom are you employed 

and i n what c a p a c i t y ? 

A. I'm employed by UNOCAL as a p e t r o l e u m 

RODRIGUEZ-VESTAL REPORTING 
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e n g i n e e r . 

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e 

t h e New Mexico O i l C o n s e r v a t i o n D i v i s i o n ? 

A. Not r e c e n t l y . 

Q. Could you r e v i e w y o u r e d u c a t i o n a l 

background f o r Mr. S t o g n e r , p l e a s e ? 

A. I n 1980 I r e c e i v e d a BS i n g e o l o g y f r o m 

New Mexico Tech. I n 1982 I r e c e i v e d a p e t r o l e u m 

e n g i n e e r i n g degree f r o m New Mexico Tech. And 

j u s t t h i s y e a r , May o f 92, I r e c e i v e d my master's 

i n p e t r o l e u m e n g i n e e r i n g f r o m New Mexico Tech. 

Q. Could you r e v i e w your work e x p e r i e n c e ? 

A. Between 82 and 89, f o r a p e r i o d of 

seven y e a r s , I worked f o r Marathon O i l i n t h e 

c a p a c i t y o f b o t h a r e s e r v o i r e n g i n e e r and 

p r o d u c t i o n e n g i n e e r . 

Q. And t h e n you l e f t Marathon t o go back 

t o s c h o o l ? 

A. To go back t o s c h o o l , t h a t ' s c o r r e c t . 

Q. Are you f a m i l i a r w i t h t h e a p p l i c a t i o n 

f i l e d i n t h i s case on b e h a l f of UNOCAL? 

A. Yes, l a m . 

Q. Are you f a m i l i a r w i t h t h e South 

B i a n c o - P i c t u r e d C l i f f s Pool? 

A. Yes, s i r . 
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Q. Have you made an e n g i n e e r i n g s t u d y of 

t h i s p o o l ? 

A. Yes. 

Q. Are you p r e p a r e d t o make 

recommendations t o d a y t o t h e D i v i s i o n based on 

your s t u d y c o n c e r n i n g t h e c o n t i n u a t i o n o f 

p r o r a t i o n i n g i n t h e South B i a n c o - P i c t u r e d C l i f f s 

Gas Pool? 

A . Yes, l a m . 

MR. CARR: We would t e n d e r Mr. E n g l e r 

as an e x p e r t w i t n e s s i n p e t r o l e u m e n g i n e e r i n g . 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s , Mr. Camp? 

MR. CAMP: No o b j e c t i o n s . 

EXAMINER STOGNER: Mr. E n g l e r i s so 

qu a 1 i f i e d . 

Q. (BY MR. CARR) Would you b r i e f l y s t a t e 

what UNOCAL seeks w i t h t h i s a p p l i c a t i o n ? 

A. We are s e e k i n g an o r d e r t o d e p r o r a t e 

t h e South B i a n c o - P i c t u r e d C l i f f s P o o l . We t h i n k 

we have e v i d e n c e t o show t h a t i t i s i n t h e 

advanced s t a t e o f d e p l e t i o n and t h a t i t i s a low 

p r o d u c t i v i t y p o o l . 

Q. Have you p r e p a r e d c e r t a i n e x h i b i t s f o r 

p r e s e n t a t i o n here today? 
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A. I sure d i d . 

Q. Are tho s e e x h i b i t s i n t h e b o o k l e t t h a t 

c o l l e c t i v e l y has been marked UNOCAL E x h i b i t No. 

12 i n t h i s case? 

A. Yes. 

Q. Could you r e f e r t o what has been marked 

E x h i b i t 1 and i s b e h i n d t h e t a b t h a t says 

" E x h i b i t 1" i n t h i s book and i d e n t i f y and r e v i e w 

t h i s f o r t h e Examiner? 

A. E x h i b i t 1 i s an o u t l i n e of t h e e n t i r e 

San Juan B a s i n . H i g h l i g h t e d on t h i s e x h i b i t i s 

th e major P i c t u r e d C l i f f s p o o l s , as you can see 

i n t h e v a r i o u s c o l o r s . 

S p e c i f i c a l l y y o u ' l l n o t i c e t h e r e ' s t h e 

Blanco P o o l , t h a t ' s t o t h e n o r t h , i t ' s i n gr e e n . 

I t has never been p r o r a t e d . The South Blanco and 

th e T a p a c i t o p o o l s , w h i c h are i n r e d and da r k 

b l u e , t h e y a r e t h e o n l y p r o r a t e d PC p o o l s t o d a y . 

And t h e o t h e r f o u r p o o l s , A z t e c , 

B a l l a r d F u l c h e r - K u t z , and West K u t z , were 

d e p r o r a t e d i n 1974. 

Q. A l l r i g h t . L e t ' s move t o UNOCAL 

E x h i b i t No. 2. Could you i d e n t i f y and r e v i e w 

t h a t ? 

A. E x h i b i t 2 i s s i m i l a r t o E x h i b i t 1. I t 
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i s o u t l i n i n g t h e e n t i r e San Juan B a s i n w i t h t h e 

h i g h l i g h t e d P i c t u r e d C l i f f s p o o l s . Added t o t h i s 

e x h i b i t i s t h e t o p o f t h e H u e r f a n i t o b e n t o n i t e 

marker. And t h i s marker r e f l e c t s t h e s t r u c t u r e 

of t h e P i c t u r e d C l i f f s R e s e r v o i r . 

Q. How f a r o f f t h e P i c t u r e d C l i f f s i s t h e 

H u e r f a n i t o b e n t o n i t e marker? 

A. I t ' s a c o u p l e hundred f e e t below. 

Q. I s t h i s a commonly r e c o g n i z a b l e marker 

a c r o s s t h e b a s i n ? 

A. Yes. T h i s i s what g e o l o g i s t s use as a 

marker bed, t h a t ' s r i g h t . 

Q. And when you use t h i s , does i t a c t u a l l y 

r e f l e c t a l s o t h e c h a r a c t e r i s t i c s of t h e s t r u c t u r e 

i n t h e P i c t u r e d C l i f f s F o r m a t i o n ? 

A. Yes, s i r , i t does. 

Q. When you g e t i n t o your t e s t i m o n y l a t e r 

c o n c e r n i n g r e s e r v o i r p r e s s u r e s , w i l l you need t o 

r e f e r back t o t h i s e x h i b i t t o r e l a t e p r e s s u r e t o 

depth? 

A. Yes. We w i l l use t h i s and r e f e r back 

t o i t i n a l i t t l e b i t , yeah. 

Q. L e t ' s go t o E x h i b i t 3. And would you 

j u s t i d e n t i f y f o r t h e Examiner t h e two pages i n 

E x h i b i t 3? 

RODRIGUEZ-VESTAL REPORTING 
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A. E x h i b i t 3-A i s a l i s t of t h e c u r r e n t 

o p e r a t o r s i n South Blanco P o o l . And t h i s was 

t a k e n f r o m t h e most r e c e n t p r o r a t i o n s c h e d u l e . 

E x h i b i t 3-A, as you see, t h i s i s i n a l p h a b e t i c a l 

o r d e r . E x h i b i t 3-B, a g a i n f r o m t h e same s o u r c e , 

same o p e r a t o r s , o n l y now i t i s s o r t e d by t h e 

p e r c e n t a g e of w e l l s t h a t t h e y o p e r a t e . 

Q. And a g a i n t h i s i s from t h e -- what i s 

th e s ource of t h i s i n f o r m a t i o n ? 

A. T h i s i s from t h e l a t e s t p r o r a t i o n 

s c h e d u l e . 

Q. Has UNOCAL c o n t a c t e d t h e s e o p e r a t o r s t o 

seek t h e i r s u p p o r t f o r your proposed a p p l i c a t i o n 

or your a p p l i c a t i o n i n w h i c h you propose t h e 

d e p r o r a t i n g of t h i s f i e l d ? 

A. Yes. We se n t a q u e s t i o n n a i r e t o e v e r y 

o p e r a t o r . And t h e -- no o p e r a t o r s who responded 

back opposed our p l a n . And of tho s e o p e r a t o r s 

who s u p p o r t i t , 70 p e r c e n t — t h e y comprise 70 

p e r c e n t o f t h e w e l l s o p e r a t i n g w i t h i n t h e f i e l d . 

We've a l s o v e r b a l l y d i s c u s s e d and had 

no o b j e c t i o n s f r o m a n o t h e r 15 p e r c e n t o f t h e 

p o o l . So a t o t a l 85 p e r c e n t have s i g n i f i e d t h a t 

t h e y approve our d e p r o r a t i o n p l a n s . 

Q. You have no o p e r a t o r i n t h e p o o l who 
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has i n d i c a t e d t h a t t h e y oppose t h i s a p p l i c a t i o n ? 

A. No one opposed t h e a p p l i c a t i o n . 

Q. And you have c o n t a c t e d a l l o f them? 

A. We have c o n t a c t e d a l l o f them, t h a t ' s 

r i g h t . 

Q. L e t ' s go i n i t i a l l y and p r o v i d e t h e 

Examiner w i t h some h i s t o r y on t h i s p o o l . Could 

you s t a r t by j u s t r e v i e w i n g when t h e p o o l was 

c r e a t e d and t h e major r e g u l a t o r y e v e n t s t h a t have 

o c c u r r e d i n t h e l i f e o f t h i s p o o l ? 

A. The p o o l was c r e a t e d by Order R-156 i n 

1952. By December of 1954 by Order R-565, t h e 

South B l a n c o , F u l c h e r - K u t z , and Aztec p o o l s were 

a l l p r o r a t e d . One year l a t e r , March 1955, West 

Kutz was p r o r a t e d . And a year a f t e r t h a t , i n 

J u l y 1956, B a l l a r d was p r o r a t e d . 

Q. Now, Mr. E n g l e r , i n t h e f r o n t o f what 

has been marked E x h i b i t 12 i s a summary o f your 

p r e s e n t a t i o n ; i s t h a t c o r r e c t ? 

A. That's r i g h t . 

Q. I t ' s b e h i n d t h e t a b marked "Text"? 

A. That 1 s r i g h t . 

Q. And t h e r e l e v a n t o r d e r s a f f e c t i n g t h e 

h i s t o r y o f t h i s p o o l a r e i d e n t i f i e d i n t h e t e x t ; 

i s t h a t c o r r e c t ? 
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A. Tha t ' s r i g h t . I t i s a l l i n t h e t e x t . 

Q. How many of t h e s e P i c t u r e d C l i f f s p o o l 

a r e s t i l l p r o r a t e d ? 

A. Today o n l y two. 

Q. And what happened t o t h e o t h e r p o o l s 

t h a t were p r o r a t e d e a r l i e r i n t h e i r l i f e ? 

A. E f f e c t i v e A p r i l 1974 and R-1670-R, 

w h i c h i s E x h i b i t 4 i n t h e b o o k l e t , t h e A z t e c , 

B a l l a r d , F u l c h e r - K u t z , and West Kutz were a l l 

d e p r o r a t e d . T h i s was -- OCD formed a P i c t u r e d 

C l i f f s p r o r a t i o n committee t o s t u d y 

d e p r o r a t i o n i n g i n t h e P i c t u r e d C l i f f s p o o l s . 

T h i s committee t h e n recommended 

d e p r o r a t i o n i n g of t h e s e f o u r b e f o r e - m e n t i o n e d 

p o o l s as t o be d e p r o r a t e d . 

Q. Now, what r a t e s were t h e w e l l s i n t h e s 

p o o l s p r o d u c i n g i n 1974 a t t h e t i m e t h e D i v i s i o n 

d e p r o r a t e d them? 

A. They were -- p r o d u c t i o n had d e c l i n e d t 

l e s s t h a n 100 Mcf per day per w e l l . Over t h e 

m a j o r i t y of t h e w e l l s i n t h e p o o l averaged l e s s 

t h a n 3000 Mcf per month. These c r i t e r i a -- t h i s 

low p r o d u c t i v i t y c r i t e r i a was what t h e OCD f o u n d 

as a reason t o d e p r o r a t e t h o s e p o o l s and t h a t 

t h e y t h o u g h t i t would n o t c r e a t e waste or i m p a i r 
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c o r r e l a t i v e r i g h t s . 

Q. Now, d i d t h i s P i c t u r e d C l i f f s p r o r a t i o n 

committee a l s o e v a l u a t e South Blanco? 

A. Yes, t h e y d i d . 

Q. And what d i d t h e y c o n c l u d e i n r e g a r d t o 

t h i s p o o l ? 

A. I n t h e t r a n s c r i p t , w h i c h i s Case 5154, 

t h e y s a i d t h a t due t o v a r i a n c e s i n p i p e l i n e 

p r e s s u r e t h a t t h e y would n o t d e p r o r a t e t h e South 

Blanco or t h e T a p a c i t o p o o l s . 

Q. Now, p u t t h a t s i t u a t i o n , t h a t i s 

v a r i a n c e s i n t h e p i p e l i n e p r e s s u r e s , c o u l d t h a t 

s i t u a t i o n e x i s t i n t h i s p o o l today? 

A. I t h i n k n o t . Today t h e r e s e r v o i r 

p r e s s u r e o f P i c t u r e d C l i f f s i s v e r y low. The 

o n l y way t o produce t h e s e w e l l s i s i n t h e low 

p r e s s u r e g a t h e r i n g systems t h a t are i n p l a c e . 

These low p r e s s u r e systems average about 150 

pounds l i n e p r e s s u r e . 

So i n a sense t h e r e s e r v o i r i s what's 

l i m i t i n g c o n t r o l o f p r o d u c t i o n , and i t ' s n o t t h e 

p i p e l i n e s t o d a y or t h e g a t h e r i n g systems t o d a y . 

Q. So t h e co n c e r n t h a t t h e D i v i s i o n r a i s e d 

i n Order R-1670-R no l o n g e r e x i s t s ? 

A. That 1 s r i g h t . 
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Q. Has t h e D i v i s i o n c o n s i d e r e d i n t h e p a s t 

d r a i n a g e between P i c t u r e d C l i f f s p o o l s i n t h e San 

Juan Basin? 

A. Yes, i t d i d . I n J u l y 1982 i n Order 

R-7029, t h e r e was an a t t e m p t t o combine t h e 

Blanco Pool t o t h e n o r t h w i t h t h e South Blanco 

P o o l . T h i s a t t e m p t was -- t h e OCD d e n i e d as a 

m a t t e r o f r e c o r d . And t h e y showed t h a t t h e 

e n g i n e e r i n g d a t a d e m o n s t r a t e d t h a t no d r a i n a g e 

o c c u r r e d between t h e s e p o o l s . And t h e y a l s o 

showed no e v i d e n c e o f waste or i m p a i r m e n t of 

c o r r e l a t i v e r i g h t s between t h e s e p o o l s . 

EXAMINER STOGNER: What was t h a t o r d e r 

number again? I'm s o r r y . 

THE WITNESS: 7029. 

EXAMINER STOGNER: Thank you. 

Q. (BY MR. CARR) Now, g e n e r a l l y , as a 

r e s u l t o f your e n g i n e e r i n g s t u d y of t h e 

r e s e r v o i r , what c o n c l u s i o n s have you reached? 

A. I b e l i e v e t h a t t h i s p o o l i s a low 

p r o d u c t i v i t y p o o l . I a l s o b e l i e v e t h a t i t i s i n 

an advanced s t a t e o f d e p l e t i o n . 

Q. How d i d you d e t e r m i n e low p r o d u c t i v i t y ? 

A. We used t h e so u r c e was t h e New Mexico 

Annual R e p o r t s , and f o r low p r o d u c t i v i t y c o m p i l e d 
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a n n u a l gas p r o d u c t i o n v e r s u s t i m e f o r t h e s e seven 

major P i c t u r e d C l i f f s p o o l s . And you can see 

th e s e i n E x h i b i t 5 or 5-A t h r o u g h 5-G, w h i c h i s 

i n t h i s t e x t . 

Q. L e t ' s go t o 5-A and e x p l a i n t o t h e 

Examiner what t h i s a c t u a l l y shows. 

A. These s e r i e s of p l o t s on t h e Y a x i s , 

t h a t ' s your a n n u a l gas p r o d u c t i o n numbers on t h e 

l e f t s i d e , v e r s u s t i m e . And on t h e r i g h t s i d e we 

a l s o have p l o t t e d your a c t i v e w e l l count f o r t h e 

p o o l , f o r t h i s -- f i r s t f o r E x h i b i t 5-A t h i s i s 

f o r t h e Aztec p o o l . And t h e diamonds a re t h e 

a c t i v e w e l l numbers. 

A l s o shown on t h e s e p l o t s , l i k e f o r 

A z t e c , i s t h e b e g i n n i n g o f d e p r o r a t i o n i n g i n 

1974. Y o u ' l l n o t i c e i n a l l t h e s e p l o t s t h a t 

a f t e r d e p r o r a t i o n i n g t h e r e was no i n c r e a s e i n 

p r o d u c t i o n . I n f a c t , t h e m a j o r i t y o f them 

c o n t i n u e d t h e i r normal d e c l i n e a f t e r d e p r o r a t i n g . 

Q. B a s i c a l l y what t h e s e show i s j u s t 

p r o d u c t i o n p r o f i l e s f o r t h e s e P i c t u r e d C l i f f s 

p o o l s over t h e l a s t 30 or 40 yea r s ? 

A. Over, yeah, 40 y e a r s . 

Q. I s t h e d a t a t h a t you have p l o t t e d a l s o 

c o n t a i n e d i n E x h i b i t No. 12? 
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A. Yeah. 

Q. I s t h a t l o c a t e d i n what has been marked 

Appendix A? 

A. Yes, t h a t ' s r i g h t . The t a b u l a t e d d a t a 

f o r a l l t h i s i s i n t h e back i n Appendix A, t h a t ' s 

r i g h t . 

Q. I f we l o o k a t t h e s e , t h e r e ' s been a 

r e l a t i v e l y c o n s t a n t d e c l i n e i n each p o o l s i n c e 

t h e y peaked, oh, i n t h e l a t e 1950s? 

A. I t h i n k what one can see from each one 

of t h e s e p l o t s i s t h a t t h e s e p o o l s a r e o l d p o o l s ; 

t h e y ' v e been p r o d u c i n g f o r 40 y e a r s . Your 

p r o d u c t i o n has d e c l i n e d and i s c o n t i n u i n g t o 

d e c l i n e . And, i n f a c t , even i f you l o o k i n each 

one o f the s e p o o l s i n 1983 and r e a l l y h i t t i n g i n 

1986, y o u ' l l see a d r a m a t i c d e c l i n e i n 

p r o d u c t i o n . 

B a s i c a l l y we t h i n k t h a t ' s due t o i t s 

d e c l i n e i n p r i c e . And i t was a l s o a d e c l i n e i n 

t a k e s when E l Paso was g o i n g t h r o u g h t h e i r GLA 

1awsu i t s. 

Q. L e t ' s go t o E x h i b i t No. 6. Could you 

i d e n t i f y and r e v i e w . A c t u a l l y , b e f o r e we do 

t h a t , you've g o t a p l o t f o r each o f t h e P i c t u r e d 

C l i f f s p o o l s b e h i n d t h e p l o t you r e v i e w e d f o r 
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A z t e c - P i c t u r e d C l i f f s ? 

A. That 1 s r i g h t . 

Q. I s t h e r e a n y t h i n g i n p a r t i c u l a r t h a t 

you need t o p o i n t o u t where any of th e s e p o o l s 

d i f f e r f r o m t h e g e n e r a l t r e n d s s e t by t h e Aztec 

p l o t ? 

A. You can see where each one i s -- where 

th e p r o r a t i o n i n g o c c u r r e d , t h e y a l l d e c l i n e d t o 

some e x t e n t . 

Q. L e t ' s go t h e n t o E x h i b i t No. 6. Could 

you i d e n t i f y and r e v i e w t h i s ? 

A. E x h i b i t 6, a g a i n , i t ' s t h e same t y p e 

p l o t ; o n l y now what we're d o i n g i s we have South 

Blanco p r o d u c t i o n v e r s u s t h e sum of t h e 

d e p r o r a t e d p o o l s ' p r o d u c t i o n . There's a -- South 

Blanco i s of the s e PC p o o l s t h e l a r g e s t p o o l by 

number of w e l l s and l a r g e s t i n cum'd p r o d u c t i o n . 

But i f you compare t h i s p r o d u c t i v i t y v e r s u s what 

was d e p r o r a t e d i n 74, y o u ' l l n o t i c e t h a t i t i s 

a c t u a l l y l e s s p r o d u c t i o n . I t i s a lower 

p r o d u c t i v i t y p o o l t h a n t h e t o t a l o f t h e p o o l s 

t h a t were d e p r o r a t e d . 

A l s o a n o t h e r way of l o o k i n g a t t h e low 

p r o d u c t i v i t y was by comparing t h e p r o d u c t i o n of 

South Blanco or o f a l l t h e s e p o o l s on a per w e l l 
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b a s i s . And t h i s l e a d s i n t o E x h i b i t 7-A t h r o u g h 

7-F . 

Q. So E x h i b i t 6 b a s i c a l l y j u s t shows t h a t , 

a l t h o u g h South Blanco i s t h e l a r g e s t p o o l , what 

t h e D i v i s i o n d i d d e p r o r a t i n g c e r t a i n P i c t u r e d 

C l i f f s p o o l s back i n t h e 70s was as, i n terms of 

p r o d u c t i o n , was as major an u n d e r t a k i n g as 

a d d r e s s i n g Blanco would be? 

A. Yes, t h a t ' s r i g h t . 

Q. South B l a n c o . 

A. Yeah. 

Q. L e t ' s go t o E x h i b i t 7. I d e n t i f y and 

r e v i e w t h o s e . 

A. E x h i b i t 7 i s a s e r i e s of graphs f o r t h e 

p o o l s . Only t h i s t i m e now t h e p r o d u c t i o n i s i n 

Mcf per day per w e l l v e r s u s t i m e . And what I 

have h e r e , I have South Blanco p r o d u c t i o n p l o t t e d 

as t h e s o l i d l i n e on each one of t h e s e p l o t s 

v e r s u s one o f t h e o t h e r p o o l s , l i k e i n t h e f i r s t 

e x h i b i t , i t ' s Aztec v e r s u s South B l a n c o . 

Y o u ' l l n o t i c e on t h i s one t h a t t h e two 

p o o l s , t h e p r o d u c t i o n d e c l i n e per w e l l a l m o s t 

e x a c t l y matches. And i n subsequent p l o t s h ere 

y o u ' l l n o t i c e t h a t South B l a n c o , i n s e v e r a l of 

t h e s e , t h e d e c l i n e matches and i s l e s s t h a n or 
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sometimes e q u a l or l e s s t h a n t h e o t h e r s . 

The p r o d u c t i o n i n 1974 f o r South Blanco 

i s 69 Mcf per day per w e l l . P r o d u c t i o n t o d a y , or 

a c t u a l l y t h e p r o d u c t i o n i n 1991, i s now 24 Mcf 

per day per w e l l . 

Q. So b e h i n d t h i s i n i t i a l p l a t you have 

p l a t s a g a i n t h a t compare South Blanco t o o t h e r 

P i c t u r e d C l i f f s p o o l s i n t h e b a s i n ? 

A. Yes. 

Q. I f we go t o t h e l a s t page b e h i n d t a b 7, 

t h a t ' s 7-G, c o u l d you i d e n t i f y and r e v i e w t h a t 

f o r Mr. Stogner? 

A. 7-G now i s a summary o f t h e r a t e d a t a 

f o r a l l t h e s e p o o l s i n 1973 and 1991. And you 

can see h i g h l i g h t e d w i t h i n t h e area o f South 

B l a n c o , w h i c h i s t h e numbers I j u s t r e f e r r e d t o , 

th e 69 and t h e 24, i t meets t h e low p r o d u c t i v i t y 

c r i t e r i a t h a t was s e t i n 1974 as a rea s o n t o 

d e p r o r a t e . 

I t a l s o shows s i n c e 1973 we've had 

subsequent d e c l i n e i n p r o d u c t i o n a n n u a l l y f o r a l l 

t h e p o o l s and f o r South Blanco even more so. And 

what r e s u l t s f r o m t h i s i s b a s i c a l l y a South 

Blanco w e l l i s t y p i c a l l y one of t h e l o w e s t 

p r o d u c e r s i n t h e San Juan B a s i n . 
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Q. Okay. Mr. E n g l e r , you've now t a l k e d 

about low p r o d u c t i v i t y i n t h i s f i e l d . How d i d 

you measure t h e s t a t u s of r e s e r v o i r d e p l e t i o n i n 

th e South B i a n c o - P i c t u r e d C l i f f s Pool? 

A. For d e p l e t i o n I used a g a i n t h e New 

Mexico Annual R e p o r t s , and I e x t r a c t e d f r o m them 

t h e s h u t - i n w e l l h e a d p r e s s u r e s f r o m t h e 

d e 1 i v e r a b i 1 i t y t e s t s . And from t h o s e you c o u l d 

p l o t a s h u t - i n w e l l h e a d p r e s s u r e v e r s u s cum' d 

p r o d u c t i o n p l o t . 

U s ing s h u t - i n w e l l h e a d p r e s s u r e , i t i s 

an a p p r o x i m a t i o n , b u t s i n c e t h i s p o o l i s low 

p r e s s u r e , s i n c e i t i s s h a l l o w , i t i s a f a i r l y 

r e a s o n a b l e a p p r o x i m a t i o n . But t h e b e s t 

r e a s o n i n g f o r t h e d e 1 i v e r a b i 1 i t y , u s i n g 

d e 1 i v e r a b i 1 i t y d a t a , i s I needed a l a r g e 

d a t a b a s e . You want t o t r y t o f i n d average 

p r e s s u r e w i t h i n t h e whole p o o l . The o n l y r e a l l y 

l a r g e database i s your d e 1 i v e r a b i 1 i t y d a t a t h a t 

you had i n t h e p a s t . 

Q. And what was t h e sour c e of t h i s data? 

A. T h i s was New Mexico Annual R e p o r t s . 

Q. Now, a r e th e s e p l o t s what have been 

marked as UNOCAL E x h i b i t s 8-A t h r o u g h 8-G? 

A. That's c o r r e c t . 
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Q. Could you go t o tho s e now and r e v i e w 

them f o r t h e Examiner? 

A. A g a i n , f o r each of t h e s e p o o l s , y o u ' l l 

see t h e s h u t - i n w e l l h e a d p r e s s u r e v e r s u s cum'd 

gas p r o d u c t i o n t a k e n f r o m t h i s d a t a . The o n l y 

p o i n t s , t h e o n l y d a t a shown are y e a r s when t h e 

p e r c e n t of t e s t e d w e l l s v e r s u s t h e a c t i v e w e l l s 

was g r e a t e r t h a n 50 p e r c e n t . T h i s I t h o u g h t gave 

a b e t t e r average f o r t h e t o t a l p o o l . 

A g a i n t h i s i s a s t a n d a r d p r a c t i c e o f 

measuring d e p l e t i o n . T h i s i s a s t a n d a r d p r a c t i c e 

o f f i n d i n g gas i n p l a c e i s t h e p r e s s u r e v e r s u s 

"cum." And you can see t h e f i r s t one i s A z t e c , 

and we can go t h r o u g h e v e r y p o o l a g a i n . 

Q. A g a i n each o f t h e s e shows t h a t t h e 

p o o l s have reached an advanced s t a t e o f r e s e r v o i r 

d e p l e t i o n ? 

A. Yes. And — t h a t ' s c o r r e c t . 

Q. L e t ' s go t o what has been marked as 

UNOCAL E x h i b i t , what would be 8-H. That's t h e 

n e x t - t o - t h e - l a s t page b e h i n d t h i s t a b , I b e l i e v e ? 

A. I t ' s t h e second one. 

Q. I t ' s t h i r d - t o - t h e - l a s t page. At t h e 

t o p i t ' s i d e n t i f i e d as " D e p l e t i o n A n a l y s i s . " 

Could you go t o t h a t page, p l e a s e , i n t h i s 
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e x h i b i t b o o k l e t and r e v i e w t h a t f o r Mr. Stogner? 

A. Yes. Agai n t h i s w i l l summarize a l l 

t h i s p r e s s u r e d a t a , a l l t h e s e p l o t s i n t o one 

page. The t o p t a b l e , each column you have your 

i n i t i a l gas i n p l a c e e s t i m a t e . P r o d u c t i o n i s 73, 

your p e r c e n t r e c o v e r y a t 73, your p r o d u c t i o n 

t h r o u g h 9 1 , and your p e r c e n t r e c o v e r y i n 9 1. 

The t o p t a b l e i s s o r t e d by t h e r e c o v e r y 

by 1973. The b o t t o m t a b l e was s o r t e d by t h e 

r e c o v e r y i n 1991. You can see fr o m t h e s e where 

th e South Blanco f a l l s w i t h i n t h i s d e p l e t i o n 

w i t h i n t h i s t a b l e t h a t i t i s comparable t o the s e 

o t h e r P i c t u r e d C l i f f s p o o l s ; i t ' s comparable t o 

thes e o t h e r d e p r o r a t e d P i c t u r e d C l i f f s p o o l s . 

And you can a l s o n o t i c e by t h e numbers, 

e s p e c i a l l y i n 1991, t h a t i t i s i n t h e l a t e r 

s t a g e s of i t s d e p l e t i o n . I t ' s down on i t s 

d e p l e t i o n c u r v e . 

Q. L e t ' s go t o t h e n e x t page i n t h e 

e x h i b i t b o o k l e t . Could you i d e n t i f y and r e v i e w 

t h a t ? 

A. The n e x t two p l o t s , E x h i b i t 8-H -- 8-1, 

I'm s o r r y , and 8-J, t h i s i s t a k i n g a l l t h e d a t a 

and c o m p r e s s i n g i n t o one p l o t of t h e s h u t - i n 

w e l l h e a d p r e s s u r e v e r s u s "cum" gas p r o d u c t i o n o r , 
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i f you l i k e , t h e n e x t page i s r e c o v e r y o f gas i n 

p l a c e , depending on w h i c h way you l i k e t o see 

i t . 

Y o u ' l l n o t i c e s e v e r a l t h i n g s . There i s 

a band w h i c h i s l a b e l e d -- t h i s i s a r e s e r v o i r 

p r e s s u r e range a t t h e t i m e o f d e p r o r a t i o n i n g i n 

tho s e f o u r p o o l s , A z t e c , B a l l a r d , F u l c h e r , and 

West K u t z . 

You can see fr o m t h e a s t e r i s k s t h a t 

t o d a y South Blanco r e s e r v o i r p r e s s u r e i s 

e s t i m a t e d t o be a t t h e lower l i m i t o f t h a t band. 

So t h e r e s e r v o i r p r e s s u r e i s low. 

The o t h e r i n t e r e s t i n g t h i n g about t h i s 

p l o t -- maybe you can see i t b e t t e r i n t h e l a s t 

page where i t ' s v e r s u s r e c o v e r y of gas i n p l a c e . 

I f you n o t i c e , t h e t r e n d o f t h e p o o l s , and go 

back and l o o k a t t h e s t r u c t u r e map, y o u ' l l n o t i c e 

t h a t t h e deeper you go i n t h e b a s i n , t h e h i g h e r 

p r e s s u r e t h a t you have i n t h e r e s e r v o i r . 

And a g a i n i f we r e f e r back t o E x h i b i t 

2, what y o u ' l l see i s where West Kutz i s t h e 

s h a l l o w e s t , i t has t h e l o w e s t p r e s s u r e , where 

T a p a c i t o i s t h e deepest p o o l , i t i s a t t h e 

h i g h e s t p r e s s u r e . And t h i s i s t o be e x p e c t e d . 

T h i s i s due t o t h e gas p r e s s u r e g r a d i e n t w i t h i n 
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t h e p o o l s . 

Q. B a s i c a l l y what does t h i s e x h i b i t t e l l 

you about t h e P i c t u r e d C l i f f s F o r m a t i o n i n t h e 

area? 

A. We t h i n k f r o m l o o k i n g a t t h i s d a t a t h a t 

s e v e r a l o f the s e p o o l s a r e one common r e s e r v o i r . 

And maybe t o s u b s t a n t i a t e t h a t even f u r t h e r i s i f 

you l o o k a g a i n , t h i s goes back t o E x h i b i t 7, 

w h i c h was your r a t e d a t a , r a t e o f Mcf per day per 

w e l l , i f y o u ' l l n o t i c e t h a t c e r t a i n of the s e 

p o o l s , your Aztec and South B l a n c o , Blanco and 

South B l a n c o , t h e i r d e c l i n e s match u n i f o r m l y . So 

one c o u l d say t h a t between t h e p r e s s u r e d a t a and 

th e r a t e d a t a t h a t s e v e r a l of t h e s e p o o l s are t h e 

same . 

Q. Now, Mr. E n g l e r , what impact would 

a p p r o v a l of t h i s a p p l i c a t i o n have on t h e 

c o r r e l a t i v e r i g h t s o f i n t e r e s t owners i n t h i s 

p o o l ? 

A. W e l l , t h e D i v i s i o n , back i n i t s own 

R-1670-R, p r e v i o u s l y r e c o g n i z e d t h a t t h e r e w ould 

be no impact on c o r r e l a t i v e r i g h t s . I t h i n k t h e 

p o o l i s low p e r m e a b i l i t y . T h i s has been shown by 

t i g h t gas sand a p p l i c a t i o n s i n some a r e a s . I 

t h i n k I shown t h a t i t ' s low r e s e r v o i r p r e s s u r e , 
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so t h a t t h o s e two would n o t have c o r r e l a t i v e 

r i g h t s p r o b l e m s . 

And I guess we would l i k e t o t e n d e r --

Q. Have you l o o k e d a t or done any 

v o l u m e t r i c s work t o d e t e r m i n e areas of d r a i n a g e , 

made any d r a i n a g e c a l c u l a t i o n s on t h e r e s e r v o i r ? 

A. Yes. The most r e c e n t t h i n g we d i d was 

some d r a i n a g e c a l c u l a t i o n s . 

Q. L e t me hand you what has been marked as 

UNOCAL E x h i b i t 15, and I ' d ask you t o r e f e r t o 

t h a t and f i r s t i d e n t i f y and t h e n r e v i e w i t f o r 

Mr. S t o g n e r . 

A. Okay. E x h i b i t 15 i s two methods t h a t 

we use f o r d r a i n a g e c a l c u l a t i o n s i n t h e UNOCAL 

o p e r a t e d Rincon U n i t , w h i c h i s i n t h e UNOCAL 

South B i a n c o - P i c t u r e d C l i f f s P o o l . The summaries 

i n t h i s t a b l e , w h i c h --

Q. The t h i r d page. 

A. -- i s t h e t h i r d page of a l l t h i s 

h andout. And t h e r e s t o f pages i s a l l t h e 

s u p p o r t i n g d a t a t o show you t h e b u i l d u p s and 

p l o t s and so f o r t h . But back t o t h e summary --

Q. Okay. But what we have on t h e t h i r d 

page, Mr. E n g l e r , i s we have c e r t a i n i n p u t 

f a c t o r s s e t f o r t h i n two t a b l e s , do we n o t , t h a t 
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you have u t i l i z e d i n t r y i n g t o e s t i m a t e d r a i n a g e 

areas f o r t h e s e w e l l s ? 

A. That's r i g h t . 

Q. And t h e n i n t h e m i d d l e of t h e page, you 

have some v o l u m e t r i c e q u a t i o n s ; i s t h a t r i g h t ? 

A. Yeah, t h e m a t e r i a l b a l a n c e and 

v o l u m e t r i c e q u a t i o n s . T h a t ' s r i g h t . 

Q. Then b e h i n d t h i s page you have t h e 

s u p p o r t i n g i n f o r m a t i o n t h a t j u s t i f i e s t h e f a c t o r s 

t h a t a r e s e t f o r t h i n each o f the s e t a b l e s ? 

A. Tha t ' s r i g h t . 

Q. Okay. L e t ' s r e v i e w t h i s f o r Mr. 

Sto g n e r . 

A. The f i r s t t a b l e we used, i t was a 

c o m b i n a t i o n of m a t e r i a l b a l a n c e - v o l u m e t r i c 

m e t h o l d . And you can see -- I ' l l show t h e 

ba l a n c e and v o l u m e t r i c e q u a t i o n s . U s i n g m a t e r i a l 

b a l a n c e , I can come up w i t h a gas i n p l a c e 

number. W i t h t h a t v a l u e you can go i n t o your 

v o l u m e t r i c e q u a t i o n and e s t i m a t e d r a i n a g e a r e a . 

T h i s i s what's shown i n t h e f i r s t t a b l e . 

The gas i n p l a c e i s from your P over Z, 

your p r o d u c t i o n a t assumed abandonment, r e c o v e r y 

f a c t o r . B ut, more i m p o r t a n t l y , your d r a i n a g e 

area i s c a l c u l a t e d t h r o u g h t h a t v o l u m e t r i c 
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system. And you can see i t ranges anywhere f r o m 

92 t o 140 a c r e s f o r t h e s e f o u r w e l l s . 

Now, t h e second method t h a t we used was 

a t y p e c u r v e method. I t ' s c a l l e d t h e F e t k o v i c h 

t y p e c u r v e method. To r e f i n e t h e t y p e c u r v e 

m a t c h i n g , we had t o have some o t h e r o u t s i d e 

i n f o r m a t i o n . What we used was b u i l d u p a n a l y s i s . 

And t h i s i s why the s e f o u r w e l l s -- th e s e a r e t h e 

w e l l s t h a t we c u r r e n t l y have b u i l d u p p r e s s u r e s 

on. 

So what you can see i n t h e b o t t o m h a l f 

i s t h e b u i l d u p a n a l y s i s , p o r o s i t y , p e r m e a b i l i t y , 

t h e b e s t t y p e c u r v e match I c o u l d g e t f o r 

p o r o s i t y and p e r m e a b i l i t y , and t h e n f r o m t h a t 

match I came up w i t h a d r a i n a g e area by t h e t y p e 

c u r v e , i n t h i s case, t h i s range i s 60 t o 100. 

So i n b o t h cases what d a t a I have here 

shows t h a t we're n o t d r a i n i n g over 160 a c r e s , 

160-acre s p a c i n g . 

Q. Now, you have s e l e c t e d c e r t a i n w e l l s 

f r o m t h e Rincon U n i t . Why d i d you s e l e c t t h e s e 

p a r t i c u l a r w e l l s ? 

A. W e l l , i t ' s a good -- w i t h i n t h e Rincon 

U n i t , t h e s e w e l l s make a good c r o s s - s e c t i o n o f 

t h e t y p e s o f w e l l s and t h e a r e a . They're 
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s c a t t e r e d w i t h i n t h e Rincon U n i t . 

Q. Are any o f t h e s e comparable t o , say, 

th e b e s t w e l l i n t h i s p o o l ? 

A. The 18 -- t h i s 18-R i s one of t h e 

b e t t e r w e l l s . I t makes 120 Mcf a day. 

Q. What does t h e b e s t w e l l i n t h i s p o o l 

make a t t h i s t i m e? 

A. The l a s t numbers I had i t showed about 

150 Mcf a day. 

Q. Now, d i d you have t h e -- what w e l l i s 

t h a t ? Can you i d e n t i f y t h a t ? 

A. Tha t ' s t h e Navajo I n d i a n C No. 1. 

Q. Where i s t h a t w e l l ? 

A. I don't know. I t ' s i n South B l a n c o . 

Q. Do you know who o p e r a t e s i t ? 

A. I t ' s — I don't know. 

Q. You d i d n o t have i n f o r m a t i o n t o do 

v o l u m e t r i c c a l c u l a t i o n s on t h i s w e l l ? 

A. No, I d i d n ' t have t h e i n f o r m a t i o n t o do 

t h e i r s t u f f . 

Q. When you compared t h e v o l u m e t r i c work 

you've done on w e l l s i n t h e Rincon U n i t where you 

have t h e d a t a you need t o do your v o l u m e t r i c 

c a l c u l a t i o n s and you t a k e t h e b e s t w e l l t h a t 

you've a n a l y z e d , t h a t b e i n g I t h i n k you 
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i n d i c a t e d , t h e 18 --

A. R, yeah. 

Q. -- R, i s t h a t a m u l t i p l e w e l l u n i t , or 

i s t h a t a s i n g l e wel? 

A. That's a s i n g l e w e l l . 18 i s abandoned. 

Q. And you t a k e t h e d a i l y p r o d u c t i o n r a t e 

f r o m t h a t , and you s a i d 106 Mcf per day? 

A. One hundred and t w e n t y . 

Q. And you've c a l c u l a t e d t h a t i t i s 

d r a i n i n g how many acres? 

A. E i g h t y t o 106. 

Q. Now, you c a n ' t j u s t t a k e t h e s e 

c a l c u l a t i o n s and j u s t l o o k i n g a t i t s p r o d u c i n g 

r i g h t make a c a l c u l a t i o n as t o what t h i s b e t t e r 

w e l l would be d r a i n i n g ; i s t h a t a f a i r 

s t a t e m e n t ? You cannot do t h a t ? 

A. No. You have t o know what d a t a on t h a t 

we 11 . 

Q. Based, t h o u g h , on your s t u d y of t h i s 

r e s e r v o i r , as an e x p e r t w i t n e s s i n p e t r o l e u m 

e n g i n e e r i n g , do you have an o p i n i o n as t o whether 

or n o t any w e l l i n t h e South B i a n c o - P i c t u r e d 

C l i f f s Pool r i g h t now a t th e s e p r o d u c i n g r a t e s 

can d r a i n i n excess of 160 acres? 

A. I n my o p i n i o n I don't see how t h e b e s t 
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w e l l can produce over 160 a c r e s , t h a t ' s r i g h t . 

Q. I f t h a t ' s t h e case, a re you aware of 

any c i r c u m s t a n c e where d e p r o r a t i n g w ould r e s u l t 

i n a w e l l b e i n g a b l e t o d r a i n t h e p r o p e r t y o f --

or a n e i g h b o r i n g p r o p e r t y ? 

A . No . 

Q. Now, l e t ' s go t o t h e q u e s t i o n o f 

waste. I n your o p i n i o n w ould a p p r o v a l o f t h i s 

a p p l i c a t i o n cause waste? 

A. No. I n f a c t , I t h i n k t h e c o n t r a r y may 

be more -- may r e s u l t . And t h e reason I say t h a t 

i s d e p r o r a t i o n i n g may a c t u a l l y s t i m u l a t e f u r t h e r 

a c t i v i t y . F u r t h e r a c t i v i t y , more so as i n 

a d d i t i o n a l c o m p r e s s i o n i n t h i s l o w - p r e s s u r e , 

l o w - p r o d u c t i v i t y r e s e r v o i r . 

A d d i t i o n a l c o m p r e s s i o n can enhance 

p r o d u c t i o n from P i c t u r e d C l i f f s w e l l s . But 

c u r r e n t l y c o m p r e s s i o n i s d i s c o u r a g e d by, one, t h e 

p r o r a t i o n system and, two, by t h e u n f a v o r a b l e 

d e 1 i v e r a b i 1 i t y t e s t i n g p r o c e d u r e s . 

Q. What do you mean when you say t h a t 

c o m p r e s s i o n i s b e i n g d i s c o u r a g e d by u n f a v o r a b l e 

d e 1 i v e r a b i 1 i t y t e s t i n g p r o c e d u r e s ? 

A. W e l l , i f I c o u l d r e f e r you t o E x h i b i t 

9-A, t h i s i s -- t h i s p l o t i s d e v e l o p e d f r o m t h e 
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d e 1 i v e r a b i 1 i t y e q u a t i o n t h a t i s i n t h e OCD's gas 

w e l l t e s t i n g manual back i n 1987. What you see 

here i s on t h e Y a x i s you have f l o w i n g w e l l h e a d 

p r e s s u r e v e r s u s s h u t - i n w e l l h e a d p r e s s u r e . 

T h a t ' s your Pt/Pc r a t i o . 

On t h e X a x i s y o u ' l l have your 

d e 1 i v e r a b i 1 i t y , D, v e r s u s your t e s t e d f l o w r a t e , 

Q. What w i l l happen i s , i f you add co m p r e s s i o n , 

you w i l l l ower y o u r f l o w i n g w e l l h e a d p r e s s u r e . 

T h e r e f o r e , you w i l l come down t h e c u r v e t o w a r d s 

t h e s t e e p e r s e c t i o n of t h e c u r v e t o w a r d s z e r o . 

I f you do t h a t , w i t h a d d i n g 

c o m p r e s s i o n , what you t h e n w i l l do i s decrease 

your D/Q r a t i o . What t h i s w i l l i n e f f e c t do i s 

the i n c r e m e n t a l p r o d u c t i o n w i l l be decreased by 

the sum f a c t o r s , sum o f decrease f a c t o r h e r e , 

v e r s u s t h e f l o w r a t e . And t h a t ' s what your 

d e 1 i v e r a b i 1 i t y e q u a t i o n i s d o i n g . 

And t h i s g raph i s showing a l l t h r e e of 

your major p r o r a t e d p o o l s . The South Blanco-PC 

i s t h e s m a l l squares i n t h e c e n t e r , b ut a l s o 

Mesaverde and Dakota i s shown. T h i s i s based on 

th e "N" exponent of t h e OCD. T h i s i s based on 

the d e s i g n a t e d d e 1 i v e r a b i 1 i t y p r e s s u r e s of t h e 

OCD . 

RODRIGUEZ-VESTAL REPORTING 
I cz n CL \ 0 0 0 1 * 7 * 7 0 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

15 

1 6 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

33 

Q. So b a s i c a l l y what y o u ' r e s a y i n g i s when 

you combine t h e e f f e c t o f p r o r a t i o n i n g w i t h t h e 

d e 1 i v e r a b i 1 i t y t e s t i n g p r o c e d u r e s t h a t a r e 

r e q u i r e d , what i n e f f e c t you have i s a decrease 

i n p r o d u c i n g c a p a b i l i t y or --

A. A decrease i n — a p e r c e n t a g e decrease 

i n t h e p r o d u c t i o n . 

Q. And when you have t h a t , what impact 

w i l l t h i s u l t i m a t e l y have on t h e w e l l s i n t h i s 

p o o l ? 

A. W e l l , t h i s i s a di s c o u r a g e m e n t t o 

co m p r e s s i o n . Compression a t t h i s s t a g e o f t h e 

l i f e of t h i s p o o l may a l l e v i a t e any k i n d of 

pr e m a t u r e abandonment o f w e l l s , w h i c h i s p r o b a b l y 

o c c u r r i n g now and may occ u r here i n t h e f u t u r e . 

Q. So, i n f a c t , c o m p r e s s i o n i s so m e t h i n g 

t h a t i f employed would i n c r e a s e t h e u l t i m a t e 

r e c o v e r y f r o m c e r t a i n w e l l s i n t h e p o o l ? 

A. I n c r e a s e t h e r e s e r v e s , yes. 

Q. And i f t h e p o o l remains p r o r a t e d 

t h e r e ' s a d i s i n c e n t i v e t o a p p l y compression? 

A. At t h i s t i m e , yes. 

Q. And i f t h a t o c c u r s , t h e n t h a t w i l l 

r e s u l t i n a p r e m a t u r e abandoment of w e l l s ? 

A. Th a t ' s r i g h t . 
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Q. And would t h a t c o n s t i t u t e waste i n your 

o p i n i o n ? 

A. That would d e f i n i t e l y c o n s t i t u t e waste. 

Q. L e t ' s move t o what i s i n t h i s e x h i b i t 

b o o k l e t b e h i n d t a b 9 and go t o t h e second and 

t h i r d pages b e h i n d t h a t t a b . 

A. E x h i b i t s 9-B t h r o u g h 9-E are f o u r o f 

the b e s t w e l l s t h a t I f o u n d i n t h e South 

B i a n c o - P i c t u r e d C l i f f s P o o l . What we have i s t h e 

l a t e s t d e l i v e r a b i l i t y t e s t t h a t ' s up t h e r e on t h e 

t o p . The c a p a b i l i t y o f t h e w e l l , t h i s i s 

c a p a b i l i t y i f you c o u l d add co m p r e s s i o n t o t h e 

w e l l , what i t can make. 

Now, each one -- t h i s t a b l e of d a t a , 

t h e c a p a b i l i t y t h a t ' s column 2, t h e f i r s t y e a r , 

t h a t ' s a c t u a l p r o d u c t i o n . The second y e a r , t h e 

t h i r d y e a r , t h a t ' s t h e ca p a b l e p r o d u c t i o n . 

T h a t ' s , i f you add c o m p r e s s i o n , how much t h a t 

w e l l c o u l d make. 

The t h i r d column i s your a l l o c a t i o n . 

The f i r s t y e a r , o f c o u r s e , i s t h e a l l o c a t i o n i n 

th e p a s t . Your ov e r / u n d e r a g e f o r t h e month, t h e n 

y o u r l i m i t , y our s t a t u s . 

What you see i n t h e m i d d l e column t h e r e 

i s c a l l e d "Planned P r o d u c t i o n . " T h i s i s 
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p r o d u c t i o n t h a t i s p l a n n e d t o meet. And t h e n 

n e x t t o i t i s ov e r / u n d e r a g e . T h i s i s p l a n n e d 

p r o d u c t i o n , you know, i f t h e s e a r e good w e l l s , i f 

you have o v e r / u n d e r a g e , t h e n you have t o b a l a n c e 

back t o z e r o . I f you have -- and you see t h a t 

b o t h i n t h i s w e l l , t h i s f i r s t one, b o t h i n t h e 

second year and t h e t h i r d y e a r . 

And t h e l a s t column i s t h e most 

i m p o r t a n t . T h i s i s l o s s o f d e l i v e r a b l e gas. 

T h i s i s t h e d i f f e r e n c e between t h e p l a n n e d 

p r o d u c t i o n , t h e c u r r e n t system, and t h e ca p a b l e 

p r o d u c t i o n i f you c o u l d have c o m p r e s s i o n . And 

you can see from t h i s one, a t t h e end i t ' s over 

90 m i l l i o n c u b i c f e e t of l o s s o f d e l i v e r a b l e gas 

f o r t h i s , what, two, t h r e e - y e a r p e r i o d . 

And t h e s e a r e t h e b e s t w e l l s , and 

t h e r e ' s f o u r o f them h e r e . What t h i s shows i s --

a n o t h e r t h i n g t h i s shows i s a l l o c a t i o n i s l e s s 

t h a n p r o d u c t i o n f o r your b e s t w e l l s , f o r your 

n o n - m a r g i n a l o v e r p r o d u c i n g w e l l s . I t h i n k t h i s 

b e a rs t h i s o u t q u i t e w e l l . 

And t h i s a l s o shows t h e advantage of 

a d d i n g c o m p r e s s i o n . G r a n t e d , t h e s e a r e good 

w e l l s , b u t you can see t h a t t h e a d d i t i o n of 

comp r e s s i o n can r e a l l y g i v e you a l o t more gas 
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down t h e l i n e . 

Q. So b a s i c a l l y i t shows t h e r e i s under 

t h e c u r r e n t system a l o s s of d e l i v e r a b l e gas 

because of t h e p r o r a t i o n i n g system? 

A. That 1 s r i g h t . 

Q. That a g a i n i s c a u s i n g waste of gas i n 

th e r e s e r v o i r ? 

A. Th a t ' s r i g h t . 

Q. Now, t h i s c a l c u l a t i o n on each o f t h e s e 

w e l l s , i s t h i s s i m i l a r t o what UNOCAL has t o do 

f o r each w e l l t h a t o p e r a t e s i n t h e p o o l t o manage 

p r o d u c t ion? 

A. T h i s i s what t h e y do f o r e v e r y w e l l i n 

a p r o r a t e d p o o l . 

Q. And i s t h i s t h e k i n d of paperwork t h a t 

c o u l d be a v o i d e d on each of t h e s e w e l l s i f i n 

f a c t p r o r a t i o n i n g was t e r m i n a t e d i n t h i s f i e l d ? 

A. Yes. 

Q. What e f f e c t i n your o p i n i o n w ould 

d e p r o r a t i o n i n g or d e p r o r a t i n g t h e f i e l d have on 

th e market demand f o r n a t u r a l gas fr o m t h i s p o o l 

or a c t u a l l y i n t h e b a s i n as a whole? 

A. W e l l , t h e f i r s t t h i n g I ' d l i k e t o p o i n t 

o u t , i f you go back t o E x h i b i t s 5-A and G, w h i c h 

ar e t h e p r o d u c t i o n p l o t s f o r each p o o l , a g a i n 
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when t h e f o u r PC p o o l s were d e p r o r a t e d , you w i l l 

see no i n c r e a s e i n p r o d u c t i o n . I n f a c t , y o u ' l l 

see decrease i n p r o d u c t i o n , normal d e c l i n e i n 

p r o d u c t i o n . So d e p r o r a t i n g of the s e t y p e p o o l s 

d i d n o t show any k i n d of i n c r e a s e i n p r o d u c t i o n . 

I t h i n k w i t h t h e low p r o d u c t i v i t y o f 

th e p o o l , t h e d e p l e t i o n s t a t u s o f t h i s p o o l , I 

b e l i e v e South Blanco s h o u l d behave t h e same way. 

Q. Now, Mr. E n g l e r , t h e r e i s g o i n g t o be 

some i n c r e a s e i n p r o d u c t i o n when t h e n o n - m a r g i n a l 

w e l l s a r e no l o n g e r r e s t r i c t e d by a l l o w a b l e s ; 

i s n ' t t h a t c o r r e c t ? 

A. Yeah, from t h e o v e r p r o d u c e d 

n o n - m a r g i n a l w e l l s , t h a t i s c o r r e c t . 

Q. L e t ' s go t o E x h i b i t No. 10, and I ' d ask 

you t o r e v i e w t h a t f o r Mr. St o g n e r . 

A. Okay. E x h i b i t 10-A a t t h e t o p , t h i s i s 

d a t a a g a i n t a k e n f r o m p r o r a t i o n s c h e d u l e s e x c e p t 

t h i s was t a k e n t h r o u g h peak p e r i o d , t h e w i n t e r 

p e r i o d of 91-92. Y o u ' l l see t h e t o p o f t h i s 

t a b l e i s t h e number o f o v e r p r o d u c e d n o n - m a r g i n a l 

w e l l s . T hat's 239. 

I f you t a k e t h e t o t a l d e l i v e r a b i l i t y of 

th o s e w e l l s and t h e t o t a l a l l o w a b l e of t h o s e 

w e l l s , t h e d i f f e r e n c e or t h e a n t i c i p a t e d i n c r e a s e 
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i n d e p r o r a t i o n i n g would be 2.7 m i l l i o n c u b i c f e e t 

a day . 

Q. Now, i f we t h e n go t o t h e b o t t o m h a l f 

of t h i s e x h i b i t , c o u l d you r e l a t e t h a t 2.7 Mmcf 

per day t o t h e t o t a l p r o d u c t i o n f r o m t h i s p o o l , 

t h e b a s i n as a whole, and t h e o t h e r p r o r a t e d 

f i e l d s i n t h e b a s i n ? 

A. You can see t h a t t h e b o t t o m h a l f o f 

t h a t e x h i b i t i n comparison w i t h t h e e n t i r e South 

Blanco P o o l , t h i s p r o d u c t i o n i n c r e a s e would o n l y 

mean 7 p e r c e n t . I f you l o o k a t i t v e r s u s t h e 

p r o r a t e d n o r t h w e s t New Mexico, i t ' s o n l y 3/10 o f 

a p e r c e n t . I f you l o o k a t i t as t h e San Juan 

B a s i n as a whole, i t ' s o n l y 2/10 of a p e r c e n t . 

Q. L e t ' s go on now t o t h e n e x t page b e h i n d 

t a b 10. Could you i d e n t i f y and r e v i e w t h a t . 

A. 10-B i s t h e p l o t . T h i s i s a n n u a l gas 

p r o d u c t i o n v e r s u s t i m e on t h e l e f t s c a l e . What 

you see here i s t h e t o t a l San Juan B a s i n 

p r o d u c t i o n p l o t t e d a t t h e t o p . And t h e diamond 

i s t h e South Blanco p r o d u c t i o n a t t h e v e r y 

b o t t o m . And more i m p o r t a n t l y y o u ' l l see on t h e 

r i g h t - h a n d s c a l e i s t h e p e r c e n t , and t h a t ' s t h e 

a s t e r i s k s p l o t t e d . That p e r c e n t i s t h e p e r c e n t 

of t h e t o t a l b a s i n t h a t South Blanco p r o d u c e s . 
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And you can see over t h e s e 30, 34 y e a r s 

a s t e a d i l y d e c r e a s i n g s h a re o f t h e t o t a l b a s i n 

p r o d u c t i o n of t h e South B l a n c o . T h i s i s South 

Blanco p r o d u c t i o n d e c r e a s i n g , San Juan B a s i n 

p r o d u c t i o n i n t h e l a s t f i v e y e a r s i n c r e a s i n g , 

c r e a t i n g t h i s d e c l i n e . I t was a maximum i n 1959, 

i t was 16 p e r c e n t o f t h e t o t a l b a s i n p r o d u c t i o n . 

Here i n 1991 i t ' s now j u s t 2.3 p e r c e n t of t h e 

t o t a l b a s i n p r o d u c t i o n . 

Q. I n your o p i n i o n what impact w i l l 

d e p r o r a t i n g South B i a n c o - P i c t u r e d C l i f f s Pool 

have on t h e s u p p l y and market demand f o r n a t u r a l 

gas f r o m t h e San Juan Basin? 

A. I see no impact w h a t s o e v e r . 

Q. I s t h e r e a market f o r t h e gas t h a t can 

be produced f r o m t h i s p o o l ? 

A. We f e e l we can market a l l t h e gas and 

produce w i t h i n t h e South Blanco P o o l , yes. 

Q. How do t h e s e s t a t e m e n t s r e l a t e t o 

a d d i t i o n a l p i p e l i n e c a p a c i t y t h a t ' s become 

a v a i l a b l e i n t h e b a s i n i n r e c e n t months? 

A. Today t h e a d d i t i o n a l p i p e l i n e c a p a c i t y 

out of t h e b a s i n f a r exceeds t h e t o t a l p r o d u c t i o n 

numbers t h a t I have and f i n d anywhere. The 

p i p e l i n e c a p a c i t y t o d a y i s 3.1 Bcf per day. 
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T o t a l p r o d u c t i o n o u t of b a s i n i s now, what, 1.9, 

maybe 2 Bcf per day. 

Q. I n your o p i n i o n i s t h e r e market demand 

f o r t h e n a t u r a l gas t h a t can be produced f r o m 

t h i s p o o l i f p r o r a t i o n i n g i s t e r m i n a t e d t h e r e i n ? 

A. Yes. 

Q. Would you summarize f o r Mr. Stogner t h e 

c o n c l u s i o n s you've reached as a r e s u l t o f your 

e n g i n e e r i n g s t u d y of t h i s p o o l ? 

A. I t h i n k we showed a w e a l t h o f e v i d e n c e 

t h a t t h e South Blanco Pool i s a low p r o d u c t i v i t y 

r e s e r v o i r . I t i s a t advanced s t a g e o f 

d e p l e t i o n . I t h i n k t h e comparison w i t h t h e o t h e r 

p o o l s shows t h a t i t ' s i d e n t i c a l w i t h t h e p o o l s 

t h a t were d e p r o r a t e d i n 1974. And, i n f a c t , i t 

mig h t be t h e e x c e p t i o n t h a t i t i s i n a more 

advanced s t a g e o f d e p l e t i o n . 

Today t h e r e ' s no problems w i t h 

d i s p a r i t i e s i n t h e p r e s s u r e s between t h e 

p i p e l i n e s i n t h e p o o l , so t h e 1974 pr o b l e m no 

l o n g e r e x i s t s . The waste w i l l be p r e v e n t e d by 

d e p r o r a t i o n i n g , and t h i s i s by a l l o w i n g some more 

e f f i c i e n t p r o d u c t i o n p r a c t i c e s t o be implemented, 

such as compre s s i o n as t h e example I showed 

here . 
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And I t h i n k we showed e v i d e n c e t h a t t h e 

c o r r e l a t i v e r i g h t s i n t e r e s t owners i n t h e p o o l 

w i l l n o t be i m p a i r e d , and t h e r e f o r e t h e r e w i l l 

n o t be uncompensated d r a i n a g e between t r a c t s i n 

the poo 1 . 

Q. B a s i c a l l y what advantages do you see 

r e s u l t i n g f r o m t e r m i n a t i o n o f p r o r a t i o n i n g i n 

t h i s p o o l ? 

A. I t h i n k i t would encourage f u t u r e 

development and enhancement p r o j e c t s , so we would 

no t have p r e m a t u r e abandonment i n w e l l s . I 

b e l i e v e t o d a y unnecessary c u r t a i l m e n t o f a few 

good w e l l s c o u l d be a v o i d e d . T h i s w i l l p u t 

market share w i t h i n South Blanco and be 

m a i n t a i n e d . I n o t h e r words, i t w i l l be i n par 

w i t h t h e s e o t h e r d e p r o r a t e d PC p o o l s . 

And i t w i l l e l i m i n a t e a l o t of 

unnecessary paperwork and t i m e by p r o d u c e r s , by 

p i p e l i n e s , and by t h e OCD. 

Q. I s UNOCAL E x h i b i t 12, t h e e x h i b i t book 

as a whole, t h a t c o n t a i n s a w r i t t e n summary o f 

your p r e s e n t a t i o n and c o p i e s o f a l l t h e e x h i b i t s 

w h i c h you've t e s t i f i e d t o ? 

A. Yes. 

Q. I s what has been marked E x h i b i t 13 a 
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copy o f an a f f i d a v i t c o n f i r m i n g t h a t n o t i c e o f 

to d a y ' s h e a r i n g has been p r o v i d e d i n accordance 

w i t h O i l C o n s e r v a t i o n D i v i s i o n r u l e s and 

r e g u l a t i o n s ? 

A. Yes. 

Q. To whom was n o t i c e g i v e n of t h i s 

a p p l i c a t i o n ? 

A. We n o t i f i e d a l l o p e r a t o r s i n t h e p o o l , 

a l l u n l e a s e d m i n e r a l owners i n t h e p o o l , a l l 

o p e r a t o r s of P i c t u r e d C l i f f s w e l l s w i t h i n one 

m i l e o f t h e b o u n d a r i e s of t h e p o o l , and a l l 

t r a n s p o r t e r s of gas from t h e p o o l . 

Q. Could you i d e n t i f y what has been marked 

as UNOCAL E x h i b i t No. 14, pl e a s e ? 

A. E x h i b i t 14 i s a l i s t o f l e t t e r s o f 

s u p p o r t f r o m t h e o p e r a t o r s i n t h e South 

B i a n c o - P i c t u r e d C l i f f s P o o l . 

Q. Were E x h i b i t s 1 t h r o u g h 15 and 

i n c l u d i n g a l l t h e i r s u b p a r t s p r e p a r e d by you or 

c o m p i l e d a t your d i r e c t i o n ? 

A . Yes, s i r . 

MR. CARR: At t h i s t i m e , Mr. S t o g n e r , 

we move UNOCAL -- t h e a d m i s s i o n of UNOCAL 

E x h i b i t s 1 t h r o u g h 15 and a l l s u b p a r t s t h e r e o f . 

EXAMINER STOGNER: Are t h e r e any 
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o b j e c t i o n s ? 

MR. CAMP: No o b j e c t i o n s . 

EXAMINER STOGNER: E x h i b i t s 1 t h r o u g h 

15 w i l l be a d m i t t e d i n t o e v i d e n c e a t t h i s t i m e . 

MR. CARR: That c o n c l u d e s my 

e x a m i n a t i o n of Mr. E n g l e r . 

EXAMINER STOGNER: Thank you, Mr. 

Ca r r . I want t o t a k e a f i v e - m i n u t e r e c e s s , Mr. 

Camp, so you can p r e p a r e t o cross-ex a m i n e Mr. 

E n g l e r . 

[A r e c e s s was t a k e n . ] 

EXAMINER STOGNER: Mr. Camp, your 

w i t n e s s . 

MR. CAMP: Thank you, Mr. Examiner. I 

o n l y have a few q u e s t i o n s . 

EXAMINATION 

BY MR. CAMP: 

Q. Mr. E n g l e r , t u r n i n g t o your E x h i b i t 5, 

I b e l i e v e , j u s t so t h a t I u n d e r s t a n d what I'm 

l o o k i n g a t , when you have annua l gas p r o d u c t i o n , 

t h a t i s t h e a c t u a l t a k e s f r o m t h e s e w e l l s ? 

A. That's a c t u a l p r o d u c t i o n f r o m t h e s e 

w e l l s , yes -- from t h i s case, yeah, f r o m t h e 

w e l l s i n t h e p o o l , yeah. 

Q. Throughout a l l o f th e s e E x h i b i t 5 p o o l 
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documents, do you have a n y t h i n g t h a t shows a c t u a l 

p h y s i c a l c a p a b i l i t y o f t h e w e l l s d u r i n g t h e same 

t i m e p e r i o d ? 

A. No. C a p a b i l i t y as i n -- no. A l l I 

have i s a c t u a l p r o d u c t i o n . 

Q. D id you u n d e r t a k e any s t u d i e s t o 

d e t e r m i n e t h e a c t u a l p h y s i c a l c a p a b i l i t y o f t h e s e 

w e l l s d u r i n g t h e same t i m e p e r i o d f o r t h e p o o l ? 

A. W e l l , t h e c a p a b i l i t y of a d e p r o r a t e d 

p o o l i s what i t p r o d u c e s . So what you see here 

i s a d e p r o r a t e d p o o l , or n o t p r o r a t e d p o o l s , i s 

t h e c a p a b i l i t y . R i g h t ? 

Q. That's my q u e s t i o n . You s a i d t h a t — 

and I ' l l t u r n t o t h e Bi a n c o - S o u t h P i c t u r e d C l i f f s 

P ool g r a p h . You s a i d t h a t t h e r e was a down-dip 

i n 1985? 

A. That's c o r r e c t . 

Q. Because o f l a c k o f t a k e s f r o m E l Paso? 

A. From t h e GLA l a w s u i t s f r o m E l Paso, 

t h a t ' s r i g h t . 

Q. So t h e y t o o k l e s s t h a n t h e y o t h e r w i s e 

would have taken? 

A. Across t h e b a s i n , t h a t ' s r i g h t . 

Q. And so d u r i n g t h i s t i m e p e r i o d t h e 

d e l i v e r y c a p a c i t y c o u l d have been much g r e a t e r 
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t h a n i s r e f l e c t e d on your g r a p h ; however, t h e 

t a k e s , t h e a c t u a l p r o d u c t i o n shows up as l e s s 

t h a n t h e p h y s i c a l c a p a b i l i t y of t h e s e w e l l s t o 

produce ? 

A. Yeah, t h a t ' s r i g h t , because t h e y ' r e 

s h u t - i n . T hat's r i g h t . 

Q. So d u r i n g t h i s t i m e p e r i o d we c a n ' t 

r e a l l y see what t h e p r o d u c t i v e c a p a b i l i t y v e r s u s 

what t h e demand f o r t h e gas was, f o r example, i n 

1985? 

A. I n 1985 , no. 

Q. Okay. Now, you k e p t on r e f e r r i n g t o 

some d e p r o r a t i o n i n g e f f o r t s t h a t o c c u r r e d i n 

1974. D u r i n g t h a t t i m e p e r i o d , i s n ' t i t t r u e 

t h a t t a k e s f r o m p u r c h a s e r s c l o s e l y c o r r e s p o n d e d 

w i t h t h e p h y s i c a l c a p a b i l i t y of t h e w e l l s t o 

produce ? 

A. I don't know t h e t a k e s of t h e 1974, so 

I r e a l l y c a n ' t answer you on t h a t one. A l l I 

know i s t h e p r o d u c t i o n o f what happened i n 74. 

Q. Now, d i d you s t a t e what t h e p e r c e n t a g e 

of m a r g i n a l w e l l s t h a t a r e i n t h e Bl a n c o , South 

B i a n c o - P i c t u r e d C l i f f s P o o l , what t h a t p e r c e n t a g e 

i s ? 

A. The number o f n o n - m a r g i n a l w e l l s ? 
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Q. No. M a r g i n a l . 

A. Number o f m a r g i n a l w e l l s i n t h e South 

Blanco i s -- m a r g i n a l w e l l s i s 82 p e r c e n t . 

Q. Okay. Of t h a t 82 p e r c e n t do you know 

what p e r c e n t a g e have com p r e s s i o n on them? 

A. I t ' s m a r g i n a l w e l l s . 

Q. R i g h t . Do you know o f any t h a t have 

compress ion? 

A. I don't know. I don ' t know who has 

com p r e s s i o n o u t t h e r e a t t h i s t i m e . 

Q. W e l l , f o r UNOCAL what p e r c e n t a g e o f 

m a r g i n a l do you have on compression? 

A. I don't know t h a t answer e i t h e r . I 

don' t know what UNOCAL has i n com p r e s s i o n o u t 

t h e r e f o r PC. 

Q. I s t h e r e a n y t h i n g t h a t p r e v e n t s you 

fr o m p u t t i n g c o m p r e s s i o n on th o s e m a r g i n a l u n i t s ? 

A. Yeah. I t h i n k , f r o m what was s t a t e d 

b e f o r e , t h e way t h e d e l i v e r a b i 1 i t y e q u a t i o n 

f a v o r a b l y g i v e s you poor d e l i v e r a b i 1 i t y numbers 

and t h e n t h a t f a c t o r , of c o u r s e , i s t i e d i n t o 

y o u r p r o r a t i o n i n g means t h a t t o add com p r e s s i o n 

r i g h t now i s j u s t n o t e c o n o m i c a l l y f e a s i b l e a t 

th e s e low p r o d u c t i o n s . 

Q. I don't u n d e r s t a n d . I f i t ' s a m a r g i n a l 
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u n i t , i t ' s n o t g o i n g t o be l i m i t e d by a l l o w a b l e s ; 

i s t h a t c o r r e c t ? 

A. Tha t ' s t r u e . 

Q. So i f i t ' s a m a r g i n a l u n i t , c o m p r e s s i o n 

i s n ' t g o i n g t o h u r t i t one way or t h e o t h e r i n 

terms o f compression? 

A. But once you compress a f t e r t h e p e r i o d 

of t i m e , a c o u p l e o f months, i t ' s g o i n g t o get 

bumped t o t h e n o n - m a r g i n a l s t a t u s , and t h e n your 

a l l o w a b l e s i s g o i n g t o k i c k i n . Your 

d e l i v e r a b i l i t y problems w i l l k i c k i n . 

So you can add com p r e s s i o n t o a 

m a r g i n a l w e l l , b u t w i t h i n a p e r i o d of t i m e i t ' s 

g o i n g t o become n o n - m a r g i n a l , and t h e n y o u ' r e 

back i n t o t h e same s i t u a t i o n . 

Q. Now, i s t h a t a c e r t a i n t y t h a t i t ' s 

g o i n g t o go i n t o a n o n - m a r g i n a l s t a t u s ? 

A. Yes. I t ' s a p r o r a t e d p o o l . I t ' s 

m a r g i n a l , so i t w i l l go over i t s a l l o w a b l e . Then 

i t ' s g o i n g t o go i n t o t h e n o n - m a r g i n a l s t a t u s . 

Q. I f i t goes over t h e a l l o w a b l e f o r a 

p e r i o d o f t i m e , t h e n i t becomes a n o n - m a r g i n a l 

w e l l ; i s t h a t c o r r e c t ? 

A. W e l l , i t s a l l o w a b l e i s what i t produces 

as a m a r g i n a l w e l l . Once you add co m p r e s s i o n , 
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now y o u ' r e over a l l o w a b l e because y o u ' r e g o i n g t o 

produce more. And t h e n y o u ' r e g o i n g t o go i n t o 

y our change of s t a t u s . 

Q. Does UNOCAL have any n o n - m a r g i n a l u n i t s 

t h a t a r e c u r r e n t l y underproduced? 

A. Non-marginal underproduced? Yes, we 

have some w e l l s . 

Q. I s t h a t because o f l a c k of market 

demand? 

A. I don't t h i n k so, no. We t h i n k we can 

s e l l a l l t h e gas t h a t we can make. 

Q. Okay. Then why haven't you s o l d a l l 

t h e gas t h a t you can make r i g h t now on t h o s e 

n o n - m a r g i n a l u n i t s t h a t a r e underproduced? 

A. Because b a s i c a l l y i t ' s -- t h e 

p r o d u c t i v i t y of t h o s e w e l l s i s b e i n g r e s t r i c t e d 

by t h e r e s e r v o i r . T h i s i s what t h e r e s e r v o i r can 

make, b u t i t ' s n o t b e i n g r e s t r i c t e d by what t h e 

market i s a s k i n g f o r . 

Q. So d e p r o r a t i o n i n g w i l l n o t have any 

e f f e c t on t h o s e w e l l s because t h e y ' r e n o t b e i n g 

r e s t r i c t e d by t h e a l l o w a b l e system a t t h i s p o i n t ; 

t h e y ' r e o n l y b e i n g r e s t r i c t e d by t h e --

A. The r e s e r v o i r i t s e l f . 

Q. At t h e v e r y end of your t e s t i m o n y , 
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you've t a l k e d about c a r r y - a w a y c a p a c i t y i n t h e 

San Juan B a s i n b e i n g about 3.1 Bcf? 

A. Tha t ' s r i g h t , per day. 

Q. Per day. And p r o d u c t i o n i s about 1.9? 

A. Bcf per day, yes. 

Q. Do you know what t h e combined San Juan 

B a s i n d e l i v e r a b i l i t y i s ? 

A. No, I d o n ' t . 

Q. Do you know i f i t ' s g r e a t e r t h a n 1.9 

Bcf per day? 

A. As a combined San Juan B a s i n 

d e l i v e r a b i l i t y , I have no i d e a what i t would come 

out t o be. 

Q. I don't know i f I ' v e asked you t h i s . 

Have you p l a c e d any com p r e s s i o n on your 

n o n - m a r g i n a l u n i t s t h a t a r e underproduced? 

A. I don't know -- maybe someone e l s e 

c o u l d -- b u t I don't know what c o m p r e s s i o n UNOCAL 

has out t h e r e . I don't know what t h e y do as f a r 

as PC . 

Q. Have you u n d e r t a k e n any k i n d of s t u d i e s 

t o see what s e t of economics would be n e c e s s a r y 

t o j u s t i f y c o m p r e s s i o n f o r t h e s e w e l l s i n t h e 

South B i a n c o - P i c t u r e d C l i f f s P ool i f 

d e p r o r a t i o n i n g o c c u r r e d ? 
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A. No. I d i d no economics. 

Q. So do you have any k i n d of i n f o r m a t i o n 

t h a t shows t h a t a co m p r e s s i o n would a c t u a l l y 

o c cur a f t e r d e p r o r a t i o n i n g ? 

A. W e l l , what I s t a t e d , I t h i n k , was t o 

E x h i b i t 9, t h o s e B t h r o u g h D, a l l I'm showing 

here i s t h e e f f e c t i v e c o m p r e s s i o n t h a t t h e f a c t 

t h a t t h e c u r r e n t p r o r a t i o n system i s c u r t a i l i n g 

t h e c a p a b l e gas of t h e b e s t w e l l s . But I have 

done n o t h i n g o t h e r t h a n t h a t . 

Q. I ' v e seen some p r e v i o u s i n f o r m a t i o n 

f r o m some o f t h e l e t t e r s o f s u p p o r t t h a t say 

so m e t h i n g , l i k e , l e s s t h a n 2 p e r c e n t o f t h i s p o o l 

f a l l i n t o t h a t c a t e g o r y . Would t h a t be an 

a c c u r a t e amount? The ones t h a t w ould be a f f e c t e d 

a d v e r s e l y by t h i s OCD d e l i v e r a b i l i t y t e s t i s l e s s 

t h a n 2 p e r c e n t of t h e po o l ? 

A. What t h e y ' r e r e f e r r i n g t o -- w e l l , l e s s 

t h a n 3 p e r c e n t o f t h e number o f w e l l s a r e 

n o n - m a r g i n a l o v e r p r o d u c e r s . So I guess what 

t h e y ' r e s a y i n g i s t h e n t h e d e l i v e r a b i l i t y -- your 

a l l o w a b l e s , w h i c h i s s e t by your d e l i v e r a b i l i t y , 

w ould a f f e c t t h a t p e r c e n t a g e of w e l l , t h e 3 

p e r c e n t . 

Q. Okay. Now, a l l o w a b l e s a r e a l s o s e t on 
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a c t u a l p r o d u c t i o n ; i s t h a t c o r r e c t ? 

A. A l l o w a b l e s a r e s e t on d e l i v e r a b i l i t y 

and acreage. 

Q. I s t h a t your t e s t i m o n y ? 

A. I b e l i e v e t h a t ' s c o r r e c t , as b e s t as I 

u n d e r s t a n d i t . 

Q. And a c t u a l p r o d u c t i o n doesn't p l a y a 

p a r t i n s e t t i n g t h e a l l o w a b l e s ? 

A. W e l l , t h e y use -- see, f o r m a r g i n a l 

w e l l s t h e y use t h e a c t u a l p r o d u c t i o n as t h e 

a l l o w a b l e , so I guess I have t o say y o u ' r e r i g h t 

f o r m a r g i n a l w e l l s . For n o n - m a r g i n a l w e l l s t h e 

a l l o w a b l e i s t h e d i f f e r e n c e , and t h e n i t ' s s e t by 

the d e l i v e r a b i l i t y and t h e acreage f a c t o r of 

tho s e w e l l s . T h a t ' s my u n d e r s t a n d i n g of t h e 

p r o r a t i o n i n g u n i t . 

MR. CAMP: I have no f u r t h e r q u e s t i o n s . 

EXAMINER STOGNER: Thank you, Mr. 

Camp . 

Mr. C a r r , any r e d i r e c t ? 

MR. CARR: No r e d i r e c t . 

EXAMINER STOGNER: I have w i t h me to d a y 

C h i e f E n g i n e e r L a r r y Van Ryan. I'm g o i n g t o pass 

th e w i t n e s s t o Mr. Van Ryan a t t h i s t i m e . 

EXAMINATION 
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BY MR. VAN RYAN: 

Q. Mr. E n g l e r , i n t h e f o u r o t h e r p o o l s 

t h a t were d e p r o r a t e d i n 1974, has t h e r e been 

co m p r e s s i o n i n s t a l l e d i n t h o s e f i e l d s l i k e you 

a n t i c i p a t e d would happen i n t h e South Blanco-PC? 

A. As f a r as I know, I don't know i f 

co m p r e s s i o n has been i n s t a l l e d i n t h o s e o t h e r 

p o o l s . I j u s t d o n't know. 

Q. I t would seem, t h o u g h , t h a t i f t h e 

economics were t h e r e t o what y o u ' r e t a l k i n g about 

h e r e , t h e y would have done t h a t , w o u l d n ' t you 

agree, s i n c e i t was a l r e a d y d e p r o r a t e d ? 

A. Since i t was a l r e a d y d e p r o r a t i n g low 

p r o d u c t i v i t y , you would t h i n k t h e r e would be some 

k i n d o f enhancement, yes. 

Q. Okay. I n your v o l u m e t r i c c a l c u l a t i o n s 

I n o t i c e where you used your pay t h i c k n e s s 

f i g u r e s i n t h e r e . Those seemed t o be p r e t t y 

h i g h . Were t h o s e g r o s s or n e t f i g u r e s ? 

A. That's a n e t pay number. T h i s i s a 

good p o i n t . W i t h i n t h e Rincon U n i t , as y o u ' r e 

p r o b a b l y aware, t h e y a r e d o i n g a l o t o f new 

d r i l l i n g a c t i v i t y . W i t h t h i s new a c t i v i t y we're 

g e t t i n g good l o g s f o r a change. 

These new l o g s , where t h e PC g r o s s 
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t h i c k n e s s i s about 200 f e e t , a c t u a l l y we t h i n k 

100 f e e t of i t — i n t h i s case I don't know 

whether I used 60 t o 80 f e e t -- i s now r e a l l y 

a c t u a l pay, a c t u a l l y c o n t r i b u t i n g t o t h e 

p r o d u c t i o n . 

Q. I s t h a t i n t e r p r e t e d as b e i n g a l l sand, 

or i s t h e r e c o n t r i b u t i o n s f r o m s o m e t h i n g o t h e r 

t h a n t h e sands? 

A. W e l l , yeah, we're assuming i t ' s a l l 

sand p r o d u c t i o n r i g h t now. The c o a l , w h i c h i s 

r i g h t above i t , we f e e l w i t h i n Rincon U n i t i t i s 

not a v e r y good p r o d u c e r . So we f e e l maybe t h e 

c o a l i s -- where you c o u l d c o n t r i b u t e some t o t h e 

c o a l , we do n ' t t h i n k t h e c o a l i s i n t h i s i n s t a n c e 

f r o m t h a t a r e a . 

Q. But w i t h your l o g d a t a and your 

p o r o s i t y d a t a now, are you u s i n g t h e 11 p e r c e n t 

p o r o s i t y y o u ' r e showing here as your c u t o f f f o r 

net pay? 

A. Yes. That was t h e number t h a t t h e l o g 

a n a l y s i s was u s i n g , yeah. 

Q. So y o u ' r e f i n d i n g t h i s k i n d o f 

t h i c k n e s s of 11 p e r c e n t p o r o s i t y or b e t t e r ? 

A. Yes. The t h i c k n e s s and t h e p o r o s i t y 

and your w a t e r s a t u r a t i o n numbers, w h i c h go i n t o 
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your v o l u m e t r i c s , t h i s i s c u r r e n t l y what we're 

u s i n g f r o m our new w e l l s . 

Q. Uh-huh. 

A. T h i s i s g o i n g t o be r e f i n e d even b e t t e r 

as we c o n t i n u e on w i t h t h i s new w e l l package. So 

t h a t I would s u s p e c t you w i l l see b e t t e r numbers 

-- and I say b e t t e r -- and maybe more a c c u r a t e 

numbers from t h e s e new l o g s f o r t h o s e v a l u e s . 

Q. Okay. I n t h e o l d w e l l s t h a t have been 

d r i l l e d and c o m p l e t e d f o r a p e r i o d o f t i m e up 

t h e r e , d i d t h e y d r i l l t h i s f u l l n e t pay y o u ' r e 

t a l k i n g a b o u t , or d i d t h e y j u s t d r i l l a p o r t i o n 

of t h a t ? I n o t h e r words, do t h e y have a l l t h e 

same pay open t h a t y o u ' r e d e c i d i n g i s now pay? 

A. Yeah. What t h e y do i s t h e y w o u l d a t 

l e a s t d r i l l t h e f i r s t 100 f e e t of PC i n a l o t of 

th o s e w e l l s . So I can c o r r e l a t e t h a t t h i s 100 

f e e t i s w i t h i n t h e s e new w e l l s , yes. 

Q. Was i t p e r f o r a t e d and c o m p l e t e d i n 

th o s e o l d w e l l s ? 

A. The p e r f o r a t i n g was done s t r i c t l y i n , 

l i k e , t h e t o p 20, 30, f e e t . I t ' s t h e h y d r a u l i c 

f r a c t u r i n g t h a t w i l l communicate t h e r e s t of your 

sand. A l l t h e s e a re v e r y t i g h t . A l l of them 

r e q u i r e massive s t i m u l a t i o n . T h a t ' s how y o u ' r e 
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d r a i n i n g a l a r g e r t h i c k n e s s . 

Q. So you a r e assuming t h e y a re d r a i n i n g 

i n a l a r g e r t h i c k n e s s , a l t h o u g h t h e y o n l y 

c o m p l e t e d a t t h e t i m e maybe i n t h e t o p 20 f o o t ? 

A. Yeah, t h a t ' s where y o u ' r e p e r f o r a t e d . 

T h a t ' s r i g h t . 

Q. And you j u s t d o n't have any i n f o r m a t i o n 

about c o m p r e s s i o n on t h e o t h e r p o o l s ? 

A. I r e a l l y d o n't know about c o m p r e s s i o n 

of t h e o t h e r p o o l s . Maybe someone e l s e does, b u t 

I d o n ' t . 

Q. I d i d n ' t g e t a chance t o go t h r o u g h a l l 

your e x h i b i t s on c o m p r e s s i o n . Can you k i n d of 

g i v e me a run-down on what b e n e f i t s you see from 

compression? I s t h i s a l i f e - l o n g b e n e f i t or a 

te m p o r a r y b e n e f i t ? 

A. I t would be t o d a y -- w e l l , s i n c e y o u ' r e 

i n l o w - r e s e r v o i r p r e s s u r e , l o w - p r o d u c t i v i t y 

s i t u a t i o n , you c o u l d r e a c h an economic l i m i t 

where you wou l d abandon. 

Now, i f you have c o m p r e s s i o n , of 

c o u r s e , you i n c r e a s e your drawdown, you g e t t h o s e 

e x t r a r e s e r v e s out t h e r e w h i c h you c o u l d n ' t have 

g o t t e n b e f o r e . I t would be a p r o j e c t t h a t you 

would s t a r t , and i t would go t i l l t h e end of t h e 
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l i f e of t h e w e l 1 . 

Because by t h e t i m e you've s h u t down, 

you know, t o t h e end of a g a i n a n o t h e r economic 

l i m i t w i t h c o m p r e s s i o n , y o u ' r e b a s i c a l l y --

you've r e c o v e r e d a l l your r e s e r v e s . So i t would 

be a l i f e - l o n g p r o c e s s , yes. 

Q. Are you e n v i s i o n i n g t h a t p e o p l e w i l l 

p u t i n s i n g l e compressors per w e l l , or would i t 

be b e t t e r t o t r y and g e t t h e p i p e l i n e companies 

or whoever t o lowe r t h e whole system p r e s s u r e ? 

A. I do n ' t t h i n k p i p e l i n e companies would 

do t h a t . I t h i n k t h e economics would be b e t t e r 

i f you c o u l d g a t h e r s e v e r a l w e l l s and p u t a 

compressor i n so t h a t you c o u l d compress m u l t i p l e 

w e l l s w i t h i n your own g a t h e r i n g system. But 

t h a t ' s what I would see as b e i n g t h e most 

economic and e f f i c i e n t way. 

Q. I s t h i s what UNOCAL would do? 

A. I b e l i e v e so, yes. 

Q. They'd t r y and g a t h e r s e v e r a l w e l l s or 

some t h i n g t o t h a t e f f e c t ? 

A. They'd t r y t o g e t s e v e r a l w e l l s w i t h i n 

an area t o t i e i n t o our g a t h e r i n g l i n e s t o our 

compressor and t h e n go f r o m t h e r e . 

Q. One o t h e r t h i n g i n your P over Z cum 
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p l o t s on t h e South Blanco Pool and a n o t h e r p o o l , 

I n o t i c e q u i t e a jump i n your r e s e r v e s . 

A. Yeah. 

Q. What caused t h a t ? 

A. Okay. T h i s i s a r e s e r v o i r e n g i n e e r ' s 

dream, I guess. There's two reasons why you see 

t h i s s h i f t . A c t u a l l y you can see t h e s h i f t i n 

a l l p o o l s . But what i t i s i s -- t h e d a t a , you 

remember, i s from your d e l i v e r a b i l i t y t e s t i n g , 

seven-day s h u t - i n , s h u t - i n f o r a b u i l d u p . 

What t h e s e a re are t i g h t gas sands. 

W i t h i n seven days you cannot a c t u a l l y b u i l d up t o 

a t r u e r e s e r v o i r p r e s s u r e , t h e a c t u a l r e s e r v o i r 

p r e s s u r e . So what you see t h e n i s what i s b u i l t 

up i n t h a t seven-day p e r i o d . Now, t h a t ' s how t h e 

t e s t i n g i s done. 

Now, t h e r e a s o n i n g f o r t h e s h i f t i s 

t h e r e are two t i m e s when you w i l l a c t u a l l y see 

th e t r u e r e s e r v o i r p r e s s u r e . The f i r s t t i m e --

and i f you n o t i c e on a l l t h e s e p l o t s , t h e v e r y 

e a r l y d a t a w i l l always show h i g h e r . T h a t ' s 

because you've d r a i n e d a v e r y s m a l l volume. 

You're i n what's termed i n f i n i t e a c t i n g p e r i o d of 

f l o w . So you a c t u a l l y see t r u e r e s e r v o i r 

p r e s s u r e b e f o r e a l l t h e a c t i v i t y comes on l i n e . 
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The second t i m e you w i l l see t r u e 

r e s e r v o i r p r e s s u r e i s when you s t a r t g e t t i n g down 

i n t o t h e lower p r e s s u r e d a r e a , as y o u ' r e s e e i n g 

h e r e . What happens i s t h e t i m e t o b u i l d up, t h e 

t i m e t o b u i l d t h e p r e s s u r e up now f a l l s w i t h i n 

t h e seven-day p e r i o d . 

So now what you see i s , where b e f o r e 

you were n o t c a t c h i n g a l l up t o t h e r e s e r v o i r 

p r e s s u r e , now s i n c e p r e s s u r e i s low, your average 

p r e s s u r e meets w i t h i n t h e d e l i v e r a b i l i t y t e s t i n g 

b u i l d u p . And so what you end up g e t t i n g now i s 

h i g h e r p r e s s u r e s . 

So i n a c t u a l i t y i f you r e a l l y -- and 

f o r measured d e p l e t i o n , as l o n g as y o u ' r e 

comparing each p o o l c o n s i s t e n t l y , t h a t ' s good. 

But t h e t r u e r e s e r v o i r p r e s s u r e of t h e s e p o o l s 

s i n c e t h e y a r e t i g h t i s t h i s h i g h e r - s h i f t e d 

v a l u e . And t h a t ' s because o f t h e way t h e p o o l 

i s , t h e way t h e r e s e r v o i r i s . I s t h a t c l e a r ? 

Q. I t ' s n o t e x a c t l y c l e a r because i f your 

w e l l s , when t h e y were new and t h e p r o d u c t i o n i s 

not t o o g r e a t , you s a i d t h a t you would have a 

good p r e s s u r e b u i l d u p p r e t t y q u i c k l y and you'd 

have a t r u e p r e s s u r e a t t h a t p e r i o d o f t i m e . So 

I would assume you c o u l d e x t r a p o l a t e f r o m t h o s e 
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p r e s s u r e c u r v e s and come up w i t h a c t u a l r e s e r v e s 

i n p l a c e ? 

A. Yeah. What I have done -- we d i d n ' t --

I have some i n f o r m a t i o n , b u t --

MR. CARR: May i t p l e a s e t h e Examiner, 

we have an e x h i b i t t h a t addresses j u s t t h i s 

p a r t i c u l a r s k i p i n t h e p r o d u c t i o n c u r v e . We'd be 

g l a d t o mark t h a t . 

EXAMINER STOGNER: Would you l i k e t o 

make i t p a r t o f t h e e x h i b i t ? 

MR. CARR: We can mark i t , I guess, as 

E x h i b i t 17. Whatever. 

EXAMINER STOGNER: I t h i n k i t ' s 16, 

i s n ' t i t ? 

MR. VAN RYAN: You had 15. I t h i n k 15 

was t h e l a s t . 

MR. CARR: W e l l , I may have a r e b u t t a l 

E x h i b i t 16. I ' d l i k e t o mark t h i s as E x h i b i t 17. 

EXAMINER STOGNER: What e x h i b i t was 

t h i s ? 

MR. CARR: Those a re j u s t f o r your 

c o p i e s . Those a re t h e a c t u a l r e t u r n r e c e i p t s 

t h a t s u p p o r t t h e a f f i d a v i t . 

EXAMINER STOGNER: You can mark i t 

whatever you want t h e n . Would you l i k e t o t a k e a 
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l i t t l e r e c e s s ? 

MR. CARR: I t would t a k e j u s t a 

m i n u t e . We do have some c o p i e s of i t . 

EXAMINER STOGNER: W e ' l l go o f f t h e 

r e c o r d . 

[A d i s c u s s i o n was h e l d o f f t h e r e c o r d . ] 

EXAMINER STOGNER: Mr. C a r r , a r e you 

ready? 

MR. CARR: Mr. St o g n e r , a t your 

p l e a s u r e , I would ask Mr. E n g l e r t o i d e n t i f y what 

has been marked as UNOCAL E x h i b i t 17 and r e v i e w 

t h a t , and t h e n i m m e d i a t e l y c o n t i n u e Mr. Van 

Ryan's c r o s s - e x a m i n a t i o n . At t h e c o n c l u s i o n o f 

t h a t , I w i l l o f f e r E x h i b i t 17. 

EXAMINER STOGNER: W i l l t h a t be a l l 

r i g h t w i t h you, Mr. Camp? 

MR. CAMP: Can I ask a few q u e s t i o n s on 

i t ? 

EXAMINER STOGNER: Oh, you b e t . 

Q. (BY MR. CARR) A l l r i g h t . Mr. E n g l e r , 

c o u l d you i d e n t i f y what has been marked UNOCAL 

E x h i b i t 17? 

A. E x h i b i t 17, t h i s i s a g a i n , i t ' s s i m i l a r 

t o what was i t ? E x h i b i t 8. I t ' s s h u t - i n 

w e l l h e a d p r e s s u r e v e r s u s cum'd gas f o r each 
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p o o l . And what I ' d l i k e t o show h e r e , you can 

see t h e d a t a t h a t was shown i n t h e book, t h e 

a s t e r i s k s . 

What you see i s a d o t t e d l i n e w h i c h i s 

th e upper -- i t g i v e s you a h i g h e r gas i n p l a c e , 

what we're t r y i n g t o e x p l a i n , t h e upper p r e s s u r e 

c u r v e t h a t you were s a y i n g . You can see t h a t 

t h i s i s a l l d a t a p o i n t s . 

The s h i f t , w h i c h i s t h e B l a c k Diamonds, 

I b e l i e v e , on a l l of the s e i s t h a t l a y e r and 

p r e s s u r e t h a t y o u ' r e s e e i n g w i t h i n y o u r 

d e l i v e r a b i l i t y . I f you e x t r a p o l a t e t h a t back, 

y o u ' l l n o t i c e t h a t i t c o i n c i d e s v e r y n i c e l y w i t h 

t h e i n i t i a l p r e s s u r e back when t h e w e l l s were 

d e v e l o p e d . 

So I t h i n k t h i s s o r t o f l e n d s credence 

t o show t h a t you what y o u ' r e s e e i n g , t h i s 

d i f f e r e n c e , i s a c t u a l l y due t o t h e sands n o t 

b u i l d i n g up, due t o t h e way t h e d e l i v e r a b i l i t y 

t e s t i n g , due t o i t s v e r y low p e r m e a b i l i t y . But 

th e two end p o i n t s , t h e b e g i n n i n g and now t h e low 

p r e s s u r e a t t h e end, are showing a more a c c u r a t e 

p i c t u r e o f t h e p r e s s u r e . 

Q. (BY MR. VAN RYAN) So you have compared 

t h o s e two. I t seems l i k e you have q u i t e a few 
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more p o i n t s here? 

A. Yeah. What t h i s i s d o i n g , t h e s e p l o t s 

now show a l l p o i n t s . These p l o t s I t e n d e r e d 

e a r l i e r was j u s t w e l l s , j u s t t h e y e a r s where t h e 

p e r c e n t a g e o f w e l l s t e s t e d was 50 p e r c e n t or 

g r e a t e r t h a n t h e t o t a l a c t i v e w e l l s . 

Q. Okay. 

A. T h i s here i s now showing a l l y e a r s , a l l 

p o i n t s . Y o u ' l l have t o remember somewhere i n 

here we changed t o b i a n n u a l d e l i v e r a b i l i t y 

t e s t i n g , and t h e r e ' s some o t h e r l i t t l e q u i r k s , 

you know, t h a t changed t h e d a t a . B ut, a l l i n 

a l l , t h i s i s a l l p o i n t s r i g h t h e r e . 

Q. What k i n d o f e f f e c t does i t have by 

i g n o r i n g your c o m p r e s s i b i l i t y f a c t o r i n u s i n g 

t h e s e p l o t s , u s i n g t h e P over Z --

A. Yeah. 

Q. -- as opposed t o s t r a i g h t s h u t - i n 

w e l l h e a d p r e s s u r e ? 

A. What I d i d -- I d i d n ' t b r i n g t h e d a t a 

f o r i t — b u t , i f y o u ' l l r e c a l l , v e r y low 

p r e s s u r e l i k e t h i s , w h i c h i s 700 -- l e s s t h a n 

700, 800 pounds, your Z f a c t o r change i s v e r y 

s m a l l because now y o u ' r e v e r y c l o s e t o i d e a l 

gas. So your Z f a c t o r i s v e r y h i g h , .96, .97, 
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and i t ' s n o t c h a n g i n g r a d i c a l l y w i t h i n t h e 

p r o f i l e t h a t you see h e r e . That's why I d i d n ' t 

b o t h e r p u t t i n g i t i n . 

Q. And i t wasn't used even on t h e i n i t i a l 

t i m e s , i n i t i a l r e s e r v o i r p r e s s u r e ? 

A. Not on t h e s e , no. No. 

Q. So you don ' t t h i n k i t would have t h a t 

b i g a f a c t o r ? 

A. I don't t h i n k so. I t ' s t o o low 

p r e s s u r e d , y o u r Z f a c t o r . A g a i n i t ' s v e r y s m a l l 

a t t h a t p r e s s u r e , and t h e change i s v e r y s m a l l a t 

t h a t p r e s s u r e . 

Q. Okay. I t seems t h a t t h e e f f e c t of t h i s 

i s b e i n g much more s i g n i f i c a n t i n t h e two 

p r o r a t e d p o o l s t h a n i t was i n t h e o t h e r p o o l s , 

t h e s h i f t . I n o t h e r words, you've added 

s u b s t a n t i a l l y more r e s e r v e s i n t h e South 

Blanco-PC and i n t h e Tapacito-PC t h a n you d i d i n 

t h e o t h e r p o o l s i f y o u ' r e u s i n g e q u i v a l e n t 

s h i f t . I t ' s a t l e a s t more e v i d e n t i n your 

E x h i b i t No. 8, I b e l i e v e ? 

A. Yeah. I t h i n k t h e o t h e r p o o l , West 

K u t z , on t h i s l a s t e x h i b i t i s a n o t h e r one t h a t 

does show a good p e r c e n t a g e i n c r e a s e . 

Q. How do you e x p l a i n t h a t ? 
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A. I don't know. I don't know. 

Q. Because we went a l o n g f o r s e v e r a l y e a r s 

i n p r o r a t e d p o o l s where i t l o o k s l i k e our s h u t - i n 

p r e s s u r e s t a y e d c o n s i s t e n t , even though we had 

s u b s t a n t i a l w i t h d r a w a l s . 

A. Yes. Ag a i n y o u ' r e n o t -- y o u ' r e h a v i n g 

t r o u b l e wherever y o u ' r e t a k i n g a seven-day 

b u i l d u p of t i g h t sands. I n essence, your 

r e s e r v o i r p r e s s u r e p r o b a b l y i s h i g h e r and 

d r o p p i n g , b u t what y o u ' r e s e e i n g i s j u s t what 

y o u ' r e t e s t i n g . I t ' s s o r t o f a c a t c h - 2 2 , I 

guess. 

EXAMINER STOGNER: Mr. Camp, I ' l l t u r n 

t h e w i t n e s s over t o you a t t h i s t i m e . 

MR. CAMP: J u s t a c o u p l e of q u e s t i o n s . 

EXAMINATION 

BY MR. CAMP: 

Q. You don't have any d e l i v e r a b i l i t y d a t a 

b u t , i n your e x p e r i e n c e as a p e t r o l e u m e n g i n e e r , 

I see from f r o m 1976 t o 1990, l o o k i n g a t t h i s 

d u r i n g t h e s h i f t p e r i o d t h a t you've p r e v i o u s l y 

been t a l k i n g a b o u t , t h e r e s e r v e s a c t u a l l y t r e n d 

upwards; c o r r e c t ? 

A. No. The p r e s s u r e i s c o n s t a n t . 

Q. W e l l , t h i s --
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A. The p r o d u c t i o n i s c o n t i n u i n g . But your 

r e s e r v e s a re s t i l l -- y o u ' r e d e p l e t i n g t h e 

r e s e r v e s . 

Q. W e l l , t h e n y o u r p r e s s u r e i s t r e n d i n g 

s l i g h t l y upward from 76 t o 1990? 

A. Yes. I t ' s c o n s t a n t , s l i g h t l y upward. 

Yeah . 

Q. And would t h e r e be a c o r r e s p o n d i n g 

s l i g h t t r e n d f l a t n e s s or s l i g h t t r e n d upward i n 

th e t o t a l d e l i v e r a b i l i t y f r o m t h i s p o o l ? 

A. I t h i n k , yeah, because t h i s i s based on 

d e l i v e r a b i l i t y . So i f you r -- yeah, i f yo u r 

s h u t - i n p r e s s u r e i s c o n s t a n t o r , l i k e , s l i g h t l y 

l a r g e r , s l i g h t l y i n c r e a s e d , t h e n your 

d e l i v e r a b i l i t y s h o u l d be m a t c h i n g t h a t . Yeah. 

Q. But d u r i n g t h e same t i m e p e r i o d -- and 

now I'm l o o k i n g a t E x h i b i t 5 f o r t h e South 

B i a n c o - P i c t u r e d C l i f f s -- t h e a c t u a l t a k e s d u r i n g 

t h a t same t i m e p e r i o d a t a l l t i m e s , w i t h t h e 

e x c e p t i o n a f t e r t h e p r e c i p i t o u s drop of 85, t h e 

t r e n d i s always downward from t h e same t i m e 

p e r i o d o f 1976 t o 1991? 

A. Yes, t h e p r e s s u r e i s d r o p p i n g . 

Q. Takes are d r o p p i n g because t h i s i s what 

r e f l e c t s -- t h i s g r a p h , t h e l i n e h ere w i t h t h e 
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l i t t l e square boxes r e f l e c t s a c t u a l t a k e s f r o m 

t h e p o o l ; i s t h a t c o r r e c t ? 

A. I guess t h a t ' s c o r r e c t , yeah. 

Q. And p r o d u c t i v e c a p a b i l i t y d u r i n g t h a t 

same t i m e p e r i o d would be e i t h e r f l a t or s l i g h t l y 

t r e n d i n g upward? 

A. W e l l , I guess t h i s i s what I was t r y i n g 

t o e x p l a i n e a r l i e r . T h i s i s t h e c a p a b i l i t y 

y o u ' r e s e e i n g on your t e s t . T h i s , w h i c h you see 

he r e , i s t h e p r e s s u r e t h a t we t h i n k i s a c t u a l l y 

h a p p e n i n g i n t h e r e s e r v o i r . So your p r e s s u r e i s , 

what we t h i n k , i s a c t u a l l y d r o p p i n g . T h i s i s 

what y o u ' r e a c t u a l l y m e a s u r i n g . 

MR. CARR: When you say t h i s b e i n g 

a c t u a l l y measured, y o u ' r e r e f e r r i n g t o E x h i b i t 8, 

th e graph of t h e South B 1 a n c o - P i c t u r e d C l i f f s 

p o o l ? 

THE WITNESS: Yes. 

MR. CARR: When y o u ' r e t a l k i n g about 

a c t u a l l y measured p r e s s u r e s , y o u ' r e t a l k i n g about 

t h e graph f o r t h i s p o o l t h a t ' s c o n t a i n e d i n what 

has been marked as UNOCAL E x h i b i t No. 17? 

THE WITNESS: Yeah. T h i s i s measured. 

MR. CARR: Being --

THE WITNESS: -- E x h i b i t 8. R i g h t . 
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T h i s i s what we t h i n k i s a c t u a l l y h appening i n 

the p o o l . 

MR. CARR: Tha t ' s E x h i b i t 17? 

THE WITNESS: E x h i b i t 17. 

Q. (BY MR. CAMP) So what was measured, 

because t h i s i s r e f l e c t i v e o f a c t u a l d e l i v e r y 

c a p a c i t y on E x h i b i t 8, i s f l a t or t r e n d i n g up, 

t a k e s d u r i n g t h a t t i m e , t h e same t i m e p e r i o d , a r e 

d r o p p i n g ; i s t h a t c o r r e c t ? 

A. Yes. 

Q. Okay. 

A. F a l l i n g . 

Q. Would i t be f a i r t o say t h a t market 

demand d u r i n g t h i s t i m e p e r i o d , 76 t o a t l e a s t 90 

-- i s 1990 your t e r m i n a l day? 

A. Yes. 1990 i s t h a t l a s t p o i n t , yes. 

Q. Has d e c l i n e d ? 

A. I don't know. I don't t h i n k market 

demand has d e c l i n e d i n t h a t p e r i o d , b ut I'm n o t 

an e x p e r t on market demand. 

Q. I t t a k e s a d e c l i n e f o r t h i s p o o l , 

though? 

A. The p r o d u c t i v e c a p a c i t y o f t h e p o o l has 

d e c l i n e d . 

Q. W e l l , your t h e o r e t i c a l one i s , b u t your 
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a c t u a l measured one shows t h a t d u r i n g t h i s t i m e 

p e r i o d , j u s t 76 t o 90, t h e a c t u a l measured 

p r o d u c t i v e c a p a c i t y i s f l a t or t r e n d s upward? 

A. I j u s t don't know how t o answer t h a t 

because I don't know. I'm s o r r y . I j u s t d o n't 

know how t o answer t h a t now. 

MR. CAMP: No f u r t h e r q u e s t i o n s . 

EXAMINER STOGNER: Thank you, Mr. 

Camp . 

Mr. C a r r , do you have any r e d i r e c t ? 

MR. CARR: No, I d o n ' t . I move t h e 

a d m i s s i o n o f UNOCAL E x h i b i t 17. 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? 

MR. CAMP: No o b j e c t i o n . 

EXAMINER STOGNER: E x h i b i t No. 17 w i l l 

be a d m i t t e d i n t o e v i d e n c e . Mr. Van Ryan, I ' l l go 

ahead and t u r n i t over t o you. 

MR. VAN RYAN: I have one more q u e s t i o n 

back t o our P over Z v e r s u s cum p l o t s . 

FURTHER EXAMINATION 

BY MR. VAN RYAN: 

Q. Are you aware of what t h e l i n e 

p r e s s u r e s were i n t h a t a r e a f r o m 1974 u n t i l 1990? 

A. No. The o n l y t h i n g I ever r e a d was 
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f r o m t h e p r e v i o u s t r a n s c r i p t . A l l t h e y s a i d was 

une q u a l p i p e l i n e p r e s s u r e s . 

Q. Okay. 

A. I do n o t know what t h a t means as f a r as 

t r u e numbers i n 74. 

Q. Have p i p e l i n e p r e s s u r e s gone down i n 

th e San Juan B a s i n and t h e n come back up and gone 

down again? Have we seen a t r e n d l i k e t h a t ? 

A. I don't know. I know w i t h t h e c u r r e n t 

low p r e s s u r e systems what t h e s e w e l l s a re g o i n g 

i n t o . But I do n ' t know what was f l u c t u a t i n g i n 

th e p a s t . 

Q. I was j u s t w o n d e r i n g i f we c o u l d n ' t 

a l s o a t t r i b u t e some of t h i s change i n here t o a 

change i n l i n e p r e s s u r e ? T h e r e f o r e , y o u ' r e n o t 

d r a w i n g your w e l l down as much and t h e r e f o r e i t 

t a k e s l e s s t i m e t o b u i l d back up. 

A. That's -- yes. 

Q. I t h i n k t h a t c o u l d have t h a n an e f f e c t ? 

A. That has an e f f e c t . 

MR. VAN RYAN: Okay. That's a l l I 

have. I j u s t wanted t o v e r i f y . 

EXAMINER STOGNER: I'm j u s t g o i n g t o 

c l e a n up some s t u f f . 

EXAMINATION 
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BY EXAMINER STOGNER: 

Q. There were some t e r m i n o l o g i e s t h a t 

you used. T h i s t i g h t f o r m a t i o n or t i g h t 

r e s e r v o i r s --

A. Yeah. 

Q. -- do you want t o d e f i n e " t i g h t " f o r us 

f o r f u t u r e p e o p l e l o o k i n g t h i s t r a n s c r i p t over? 

A. W e l l , I guess " t i g h t " -- I guess 

" t i g h t , " by d e f i n i t i o n , you know, some o f th e s e 

have been d e s i g n a t e d by whoever does t h o s e t i g h t 

gas-sand d e s i g n a t i o n s . Now, t h a t f a l l s under .01 

m i l l i d a r c i e s . 

" T i g h t " by my d e f i n i t i o n i s low 

p e r m e a b i l i t y , l e t ' s say, w h i c h r e q u i r e s a w e l l t o 

be h y d r a u l i c a l l y f r a c t u r e d , o f w h i c h a l l t h e s e 

need t o be p r o d u c t i v e . And t h a t ' s how I'm g o i n g 

by as f a r as my d e f i n i t i o n . 

Q. And t h e n t h e t i g h t f o r m a t i o n p e o p l e 

t h a t you r e f e r r e d t o , I b e l i e v e , was t h e F e d e r a l 

Energy R e g u l a t o r y Commission; i s t h a t c o r r e c t ? 

A. I don't remember. 

EXAMINER STOGNER: J u s t keep i t i n 

p e r s p e c t i v e , f o r p e o p l e 10, 20 y e a r s f r o m now 

r e a d i n g t h i s t r a n s c r i p t , who th o s e t i g h t 

f o r m a t i o n p e o p l e were. 
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As opposed t o a s k i n g any q u e s t i o n s 

p e r t a i n i n g t o some of t h e p a s t p r e v i o u s o r d e r s as 

a l l u d e d t o i n your E x h i b i t No. 4, Mr. C a r r , I 

w i l l t a k e a d m i n i s t r a t i v e n o t i c e of th o s e p r e v i o u s 

cases i n p a r t i c u l a r w i t h t h e South 

B i a n c o - P i c t u r e d C l i f f s P o o l . 

I have no q u e s t i o n s o f t h i s w i t n e s s a t 

t h i s t i m e . I s t h e r e a n y t h i n g f u r t h e r ? 

MR. CARR: We have n o t h i n g f u r t h e r . 

That c o n c l u d e s our d i r e c t p r e s e n t a t i o n . 

EXAMINER STOGNER: Any o t h e r q u e s t i o n s 

of t h i s w i t n e s s ? 

You may be excused. 

Mr. C a r r , does t h a t --

MR. CARR: That c o n c l u d e s our d i r e c t 

p r e s e n t a t i o n i n t h i s case, Mr. Sto g n e r . 

EXAMINER STOGNER: Thank you, Mr. 

Carr . 

Mr. Camp. 

MR. CAMP: I c a l l Dick Lyon. 

VICTOR D. LYON 

Having been d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CAMP: 
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Q. Would you, p l e a s e , s t a t e your name and 

o c c u p a t i o n f o r t h e r e c o r d ? 

A. V i c t o r D. Lyon, L-y-o-n, c o n s u l t i n g 

p e t r o l e u m e n g i n e e r . 

Q. Mr. Lyon, have you p r e v i o u s l y g i v e n 

e x p e r t t e s t i m o n y i n f r o n t o f t h i s D i v i s i o n ? 

A. Yes, I have. 

Q. On what m a t t e r s have you g i v e n 

t e s t imony? 

A. W e l l , j u s t about e v e r y k i n d o f case you 

can t h i n k o f . I t e s t i f i e d a g r e a t d e a l about gas 

p r o r a t i o n i n g and about t h e w o r k i n g s of gas 

p r o r a t i o n i n g , as w e l l as o t h e r m a t t e r s i n v o l v i n g 

o i l p r o d u c t i o n and wa t e r d i s p o s a l . And I ' v e 

t e s t i f i e d as t o most o f t h o s e . 

Q. And you a r e a p e t r o l e u m e n g i n e e r ? 

A . Yes, I am. 

MR. CAMP: Are h i s c r e d e n t i a l s 

s a t i s f a c t o r y ? I t e n d e r him as an e x p e r t 

p e t r o l e u m e n g i n e e r . 

EXAMINER STOGNER: Mr. Carr? 

VOIR DIRE EXAMINATION 

BY MR. CARR: 

Q. Mr. Lyon, what areas o f e x p e r t i s e a r e 

you b e i n g q u a l i f i e d t o t e s t i f y t o as t o here 
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today? P r o r a t i o n i n g ? I s t h a t what y o u ' r e g o i n g 

t o be t e s t i f y i n g t o ? 

A. W e l l , t h a t ' s what I i n t e n d t o t e s t i f y 

a b o u t , i s p r o r a t i o n i n g . 

Q. And y o u ' r e a l s o an e x p e r t i n g e n e r a l 

o i l and gas r e g u l a t i o n i n New Mexico? 

A. Yes. 

Q. Are you g o i n g t o be t e s t i f y i n g about 

t h a t today? 

A. I don't t h i n k t h a t ' s i n v o l v e d i n t h i s 

case . 

Q. So y o u ' l l be f o c u s i n g j u s t on 

p r o r a t i o n i n g and your e x p e r i e n c e w i t h t h a t ? 

A. Yes. 

MR. CARR: I have no o b j e c t i o n t o Mr. 

Lyon t e s t i f y i n g as t o t h i s . I may -- and I want 

t o warn you -- be o b j e c t i n g on grounds o f Gas 

Company s t a n d i n g t o b r i n g t h e s e q u e s t i o n s t o t h e 

Commission. I c o u l d pursue t h a t now, or perhaps 

Mr. Lyon w i l l a b l e t o e x p l a i n why t h e y ' r e h e r e . 

But I want you t o know t h a t I am g o i n g t o be 

c h a l l e n g i n g t h e t e s t i m o n y on th o s e grounds. I 

can do i t now or l a t e r . 

EXAMINER STOGNER: Mr. Camp? 

MR. CAMP: I ' d j u s t as soon c h a l l e n g e 
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i t now. I t m ight save us a l l some t i m e . 

EXAMINER STOGNER: Okay. C h a l l e n g e him 

a t t h i s t i m e , Mr. C a r r . 

MR. CARR: I'm g o i n g t o have t o ask Mr. 

Lyon g e n e r a l l y some q u e s t i o n s about what Gas 

Company's i n t e r e s t i s i n t h i s p r o c e e d i n g . 

MR. CAMP: I f I m i g h t , I b e l i e v e under 

S t a t u t e 70-2-23, we are a pe r s o n i n t e r e s t e d i n 

t h i s m a t t e r . The b a s i c p r e s u m p t i o n i s words used 

i n s t a t u t o r y c o n s t r u c t i o n , words used u n l e s s 

t h e y ' r e s p e c i f i c a l l y d e f i n e d or t h e c o n t r a r y as 

i n d i c a t e d , a r e t o be u n d e r s t o o d i n t h e i r normal 

e v e r y d a y meaning. 

I l o o k e d up t h e d e f i n i t i o n o f 

i n t e r e s t e d , and t h a t means t o be a f f e c t e d or 

conce r n e d . We have gas t r a n s p o r t a t i o n f a c i l i t i e s 

i n t h i s s p e c i f i c p o o l . That i s one o f t h e t h i n g s 

t h a t i s used i n d e t e r m i n i n g t h e a l l o w a b l e s and 

p r o r a t i o n i n g o f p o o l s . 

And f u r t h e r we have numerous gas 

purchase c o n t r a c t s i n w h i c h we may be a f f e c t e d by 

any changes i n t h e p r o r a t i o n i n g system t h a t 

c u r r e n t l y e x i s t s i n t h e South B i a n c o - P i c t u r e d 

C l i f f s . I t h i n k t h a t a l o n e s a t i s f i e s t h a t 

s t a t u t e t h a t says t h a t any p e r s o n , any p e r s o n 
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i n t e r e s t e d i n t h i s m a t t e r s h a l l be e n t i t l e d t o be 

he a r d , and i t ' s mandatory. 

EXAMINER STOGNER: Mr. C a r r , does Mr. 

Camp's e x p l a n a t i o n s a t i s f y you a t t h i s t i me? 

MR. CARR: I t goes p a r t of t h e way. 

When we t a l k about b e i n g i n t e r e s t e d i n t h e 

m a t t e r , I t h i n k i t ' s i m p o r t a n t t o u n d e r s t a n d what 

b e i n g i n t e r e s t e d means. I t means t h a t you've g o t 

an i n t e r e s t w h i c h w i l l be a f f e c t e d . 

And I can e i t h e r now pursue whether or 

no t t h e y have c o r r e l a t i v e r i g h t s or any waste 

c o n s i d e r a t i o n t h a t i s v a l i d , b a s i c j u r i s d i c t i o n a l 

p o i n t s f o r your d e c i s i o n , or we can see what t h e y 

come up w i t h and t h e n we can e x p l o r e t h o s e a f t e r 

Mr. Lyon makes h i s p r e s e n t a t i o n . 

EXAMINER STOGNER: I'm a l i t t l e 

c o n f u s e d h e r e , Mr. C a r r . Are you c h a l l e n g i n g 

what t h e i r i n t e r e s t i s i n t h e case? 

MR. CARR: I am q u e s t i o n i n g whether or 

not t h e y i n f a c t have an i n t e r e s t t h a t e n t i t l e s a 

gas t r a n s p o r t e r t o come i n and c h a l l e n g e a m a t t e r 

or become i n v o l v e d i n a m a t t e r , w h i c h i s a 

p r o d u c t i o n q u e s t i o n , when t h e y have no w e l l s t h a t 

t h e y o p e r a t e , no w e l l s t h a t t h e y p r o d u c e , no 

p r o p e r t y i n t e r e s t t h a t w i l l be a f f e c t e d , no 

RODRIGUEZ-VESTAL REPORTING 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

15 

16 

1 7 

18 

19 

20 

2 1 

22 

23 

24 

25 

76 

c o r r e l a t i v e r i g h t s , no waste i s s u e , n o t h i n g o f 

t h e i r s t h a t w i l l be wasted. 

They c a n ' t show t h a t -- I b e l i e v e t h a t 

we w i l l see t h a t t h e y have no c o r r e l a t i v e r i g h t s , 

t h a t t h e r e i s n o t h i n g o f t h e i r s t h a t i s s u b j e c t 

t o waste, and t h a t i n f a c t t h e y don't have any 

i n t e r e s t i n t h i s p r o c e e d i n g e x c e p t perhaps 

c o l l a t e r a l l y , as Mr. Camp i n d i c a t e d , t o watch o u t 

f o r t h e i r gas purchase agreements, w h i c h I submit 

i s n o t a p r o p e r c o n s i d e r a t i o n or a p r o p e r 

i n t e r e s t f o r a c o n s e r v a t i o n p r o c e e d i n g . 

EXAMINER STOGNER: Mr. Camp, I ' d l i k e a 

response from you on t h a t . 

MR. CAMP: Sure. 70-2-23 t a l k s or i s 

c o m p l e t e l y s i l e n t as t o c o r r e l a t i v e r i g h t s or t h e 

t y p e o f r i g h t t h a t i s g o i n g t o be a f f e c t e d . H i s 

c h a r a c t e r i z a t i o n o f a c o l l a t e r a l i s j u s t k i n d o f 

a r e d h e r r i n g . We have an i n t e r e s t t h a t w i l l be 

a f f e c t e d . T h a t ' s a l l t h a t ' s n e c e s s a r y . 

F u r t h e r , whenever t h i s D i v i s i o n s e t s 

m a t t e r s of c o n s e r v a t i o n , t h a t i s a p u b l i c r i g h t , 

and t h e r e i s a p u b l i c i n t e r e s t i n t h a t m a t t e r . 

I t i s n o t s o l e l y a m a t t e r between i n d i v i d u a l s , 

between i n d i v i d u a l p r o d u c e r s when you d e a l w i t h 

waste and p r o d u c t i o n , s e t t i n g p r o d u c t i o n i s s u e s . 
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T h i s i s n ' t j u s t a d i s p u t e as t o a 

D i v i s i o n o r d e r ; t h i s i s g o i n g t o be an 

a d m i n i s t r a t i v e d e c i s i o n on a whole p r o d u c t i v e 

a r e a . And, t h e r e f o r e , i s a p u b l i c r i g h t i n v o l v e d 

i n t h e c o n s e r v a t i o n of n a t u r a l r e s o u r c e s . And we 

appear because we a r e a f f e c t e d as much as any 

o t h e r p e r s o n i n t h e s t a t e o f New Mexico may be 

a f f e c t e d by t h e d e c i s i o n s made as t o t h e 

c o n s e r v a t i o n o f a n a t u r a l r e s o u r c e . 

I n a d d i t i o n , we have a d i r e c t i n t e r e s t 

i n t h i s because of our gas purchase c o n t r a c t s . 

I n a d d i t i o n , we a r e a gas t r a n s p o r t a t i o n f a c i l i t y 

t h a t i s a v e r y p a r t of t h e a l l o c a t i o n p r o c e d u r e 

of 72-16. 

MR. CARR: Mr. Examiner, I w i l l e x p l o r e 

t h e e x a c t n a t u r e o f Gas Company's i n t e r e s t on 

c r o s s - e x a m i n a t i o n . 

EXAMINER STOGNER: Are you w i t h d r a w i n g 

y o u r m o t i o n a t t h i s t i m e? 

MR. CARR: I w i l l n o t o b j e c t a t t h i s 

t ime . 

EXAMINER STOGNER: I n t h a t case l e t ' s 

c o n t i n u e , Mr. Camp. 

DIRECT EXAMINATION (CONTINUED) 

BY MR. CAMP: 
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Q. Mr. Lyon, what i s t h e n a t u r e o f your 

t e s t i m o n y today? 

A. The n a t u r e o f my t e s t i m o n y i s t h a t I 

t h i n k t h a t t h e r e i s rea s o n t o q u e s t i o n why t h i s 

case i s b r o u g h t a t t h i s t i m e and why p a r t i c u l a r l y 

i n t h i s p o o l . 

Q. Why do you have a prob l e m w i t h i t b e i n g 

b r o u g h t a t t h i s t i m e ? 

A. W e l l , as I'm s u r e everybody i n t h e room 

i s aware, about 18 months ago t h e Commission 

changed i t s f o r m a t i n gas p r o r a t i o n i n g . P r i o r t o 

t h a t t i m e t h e r e was a m o n t h l y h e a r i n g , a t w h i c h 

n o m i n a t i o n s were r e a d i n t o t h e r e c o r d , and 

comments were t a k e n f r o m anybody who had any 

i n p u t as t o gas demand. 

And t h e n , based on t h e a c t u a l 

p r o d u c t i o n f r o m t h e l a t e s t a v a i l a b l e d a t a and t h e 

s t a t u s o f t h e p o o l , o v e r / u n d e r p r o d u c e d , a 

se a s o n a l market demand f a c t o r was used t o s e t t h e 

a l l o w a b l e . Under t h e new r u l e s , most o f t h o s e 

t h i n g s s t i l l a re c o n s i d e r e d , b u t t h e h e a r i n g 

t a k e s p l a c e t w i c e a y e a r , or two p r o r a t i o n 

s c h e d u l e s w h i c h a r e i s s u e d g i v i n g a m o n t h l y 

a l l o w a b l e , w h i c h f o r each of t h e s i x months i s 

th e same. And so t h e r e i s t h a t d i f f e r e n c e . 
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The p r o b l e m , as I see i t a t t h i s t i m e , 

i s t h a t i n t r y i n g t o make t h e changeover f r o m t h e 

one system t o t h e o t h e r t h a t t h e r e i s an a w f u l 

l o t t h a t has f a l l e n t h r o u g h t h e c r a c k s . At about 

t h e t i m e we went i n t o t h e new system, i t became 

a p p a r e n t t h a t t h e d a t a t h a t we were u s i n g f o r gas 

p r o r a t i o n i n g f r o m t h e C - l l l s was n o t c o m p l e t e ; i n 

many cases i t was i n a c c u r a t e . So t h e database i s 

ques t i o n a b l e . 

A l s o when t h e r u l e s were implemented, 

t h e system o f r e c l a s s i f y i n g w e l l s b r o k e down. So 

t h e r e has been no w e l l r e c l a s s i f i c a t i o n s , I 

t h i n k , f o r t h e l a s t y e a r . And t h i s i s a v e r y 

i m p o r t a n t a s p e c t o f gas p r o r a t i o n i n g i n t h a t when 

w e l l s become -- have d e m o n s t r a t e d t h a t t h e y 

cannot produce t h e a l l o w a b l e , t h e n t h e y a r e 

r e c l a s s i f i e d t o m a r g i n a l . And t h i s a l l o w s t h e 

h i g h e r p r o d u c i n g w e l l s , l a r g e r w e l l s t o s e t 

h i g h e r a l l o w a b l e s because t h e i r p r o d u c t i o n i s 

h i g h e r . And t h i s system has br o k e n down. 

When we se n t o u t a m o n t h l y p r o r a t i o n 

s c h e d u l e , we i n d i c a t e d t h e w e l l s w h i c h were 

e x c e s s i v e l y o v e r p r o d u c e d by an a s t e r i s k . And 

t h i s i n d i c a t e d t h a t t h e w e l l s h o u l d be s h u t - i n 

u n t i l t h e w e l l was w i t h i n a l l o w a b l e l i m i t s o f 
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o v e r p r o d u c t i o n . Those s c h e d u l e s don't go o u t 

m o n t h l y anymore; t h e y go o u t b i a n n u a l l y , or t w i c e 

a y e a r . 

A l s o t h e D i v i s i o n had supplemented t h i s 

n o t i c e i n t h e s c h e d u l e by a l e t t e r t h a t a d v i s e d 

p e o p l e t o sh u t i n t h e i r w e l l s because t h e y were 

e x c e s s i v e l y o v e r p r o d u c e d . T h i s system has b r o k e n 

down t o o . 

And my e v a l u a t i o n o f t h e s i t u a t i o n i s 

t h a t t h e r e i s no system r i g h t now. I t h i n k v e r y 

soon we w i l l be h a v i n g a system, b u t t h e system 

has n o t been p e r m i t t e d because o f t h e s e f a i l u r e s 

t o d e m o n s t r a t e t h e v i a b i l i t y of t h e new system. 

The new system was d e v i s e d t o g i v e 

o p e r a t o r s more f l e x i b i l i t y t o be a b l e t o know 

what t h e i r a l l o w a b l e s were f o r s i x months i n 

advance. And w i t h o u t t h e r e s t of t h e system 

w o r k i n g , t h e y do have t h o s e a l l o w a b l e s , b u t t h e r e 

has been no i n s t r u c t i o n f r o m t h i s o f f i c e t h a t I'm 

aware of f o r p e o p l e t o sh u t i n e x c e s s i v e l y 

o v e r p r o d u c e d w e l l s . 

The w e l l s have n o t been r e c l a s s i f i e d . 

C o n s e q u e n t l y , t h e system has n o t been a b l e t o 

de m o n s t r a t e t h e f l e x i b i l i t y t o change as 

c o n d i t i o n s change, as market demand changes, t o 
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make t h o s e changes because t h e number of 

n o n - m a r g i n a l w e l l s i s s t a y i n g c o n s t a n t . 

Q. And what's t h e s i g n i f i c a n c e 

p a r t i c u l a r l y t o t h i s a p p l i c a t i o n i n t h e s e 

f a i l u r e s o f t h e p r e s e n t system a t t h i s t i m e ? 

A. W e l l , a n o t h e r p r o b l e m t h a t we have i s 

l a c k of m o n t h l y p r o d u c t i o n d a t a , w h i c h we used t o 

get w i t h t h e o l d m o n t h l y p r o r a t i o n s c h e d u l e s . We 

have r e q u e s t e d t h a t an a b b r e v i a t e d r e p o r t be se n t 

out t o p r o d u c e r s and t h e p e o p l e who are 

i n t e r e s t e d so t h a t t h e y c o u l d b u i l d d a t a f o r 

s p e c i f i c p u r p o s e s . And t h a t d a t a j u s t i s n o t 

ava i l a b 1e. 

And — now, what was your q u e s t i o n ? 

Q. W e l l --

A. Oh, about t h e t i m i n g . 

Q. Yes. 

A. W e l l , I'm d i s a p p o i n t e d t h a t t h e y ' r e 

a s k i n g t h a t t h e p o o l be d e p r o r a t e d a t t h i s t i m e 

when we l a c k t h e d a t a t o make an e v a l u a t i o n o f 

th e need t o d e p r o r a t e . 

Q. Have you a l s o u n d e r t a k e n a s t u d y o f t h e 

h i s t o r y of t h e South B i a n c o - P i c t u r e d C l i f f s Pool 

as i t p e r t a i n s t o n o n - m a r g i n a l u n i t s v e r s u s 

m a r g i n a l u n i t s ? 
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A. W e l l , what I d i d was t o l o o k a t t h e 

South B i a n c o - P i c t u r e d C l i f f s Pool and t h e o t h e r 

p r o r a t e d p o o l s i n t h e s t a t e . One of t h e t h i n g s 

t h a t I wondered why i t i s b e i n g done a t t h i s 

t i m e , we have had s e v e r a l t i m e s i n t h e p a s t where 

t h e r e were many fewer n o n - m a r g i n a l w e l l s i n a l l 

of t h e s e p o o l s t h a n t h e r e a r e now. I can 

remember — 

Q. Than t h e r e a r e now i n t h e South 

B i a n c o - P i c t u r e d C l i f f s ? 

A. Yes. Yes. For i n s t a n c e , i n May of 

1981, i n t h e South Blanco t h e r e were 80 

n o n - m a r g i n a l u n i t s . Today, a c c o r d i n g t o t h e l a s t 

d a t a w h i c h we have, w h i c h I have, w h i c h i s t h e 

A p r i l t o September 92 gas p r o r a t i o n s c h e d u l e --

Q. Which you p r e v i o u s l y s t a t e d t h a t has 

some f r a i l t i e s as t o t h e d a t a accuracy? 

A. Yes. The da t a b a s e , I'm s u r e , i s 

somewhat s u s p e c t . And t h e r e c l a s s i f i c a t i o n s have 

no t been done. But t h e r e a r e 326 n o n - m a r g i n a l 

p r o r a t i o n u n i t s i n t h a t s c h e d u l e . 

And I might a l s o show t h a t i n May o f 81 

t h e r e were 56, 57 n o n - m a r g i n a l u n i t s i n B a s i n 

Dakota. There's 289 now or 277 i n t h e 

Mesaverde. There's 568 now. The T a p a c i t o , t h e r e 
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were 12, and now t h e r e ' s 79. 

And so i t makes me wonder. Back i n 

th o s e days, i n t h e e a r l y - and mid-70s, I wou l d 

l o o k a t t h e c o n t i n u i n g d e c l i n e i n n o n - m a r g i n a l 

w e l l s i n a l l t h e p r o r a t e d p o o l s . And I would 

wonder: Do we need gas p r o r a t i o n ? Are we 

g e t t i n g t h e p o i n t t h a t demand and s u p p l y a r e 

e q u a l i z ing? 

And I would have j u s t about -- w e l l , I 

had g i v e n some t h o u g h t t o s u g g e s t i n g t h a t . And 

t h e n i n 1986 a l l h e l l b r o k e l o o s e when t h e 

minimum b i l l i n g was removed f r o m t h e p i p e l i n e 

companies and — 

Q. Are you r e f e r r i n g t o FERC Order 380? 

A. Yes. And a t t h a t t i m e we went f r o m 

v e r y few n o n - m a r g i n a l w e l l s t o a m a j o r i t y o f 

n o n - m a r g i n a l w e l l s , l a r g e numbers of n o n - m a r g i n a l 

w e l l s . I would never have a n t i c i p a t e d t h a t 

because i t l o o k e d l i k e we were g e t t i n g t h e p o i n t 

t h a t we were j u s t p r o d u c i n g a l l - o u t . And I saw 

no re a s o n why i t would change, but i t d i d . 

Q. And you a t t r i b u t e t h a t change t o t h e 

s o f t e n i n g of market demand or t h e l a c k o f --

A. W e l l , t h e r e was a change i n c o n d i t i o n . 

The c o n t r a c t s began t o come under f i r e . They 
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were n o t a b l e t o s e l l t h e gas a t t h e p r i c e s t h a t 

t h e FERC o r d e r s had a u t h o r i z e d . And when t h e 

spo t market was implemented, everybody wanted t o 

buy t h e cheaper gas on t h e sp o t market. And so 

i t p l a y e d h e l l w i t h demand from c o n v e n t i o n a l 

gas . 

But t h e same s i t u a t i o n shows up i n t h e 

s o u t h e a s t p o o l s ; t h a t many of t h o s e p o o l s had f a r 

fewer n o n - m a r g i n a l w e l l s i n t h o s e days t h a n t h e y 

do now. 

Q. I n your n o t i n g o f t h e n o n - m a r g i n a l 

u n i t s , t h e changes f o r t h e B a s i n Dakota, t h e 

T a p a c i t o , and t h e Mesaverde, t h o s e a r e a l l 

p r o r a t e d p o o l s ? 

A. Yes. 

Q. And t h e r e f o r e t h e South B i a n c o - P i c t u r e d 

C l i f f s i s a l s o c o n s i s t e n t w i t h t h e p i c t u r e t h a t 

o c c u r s i n t h e B a s i n Dakota, Mesaverde, and 

T a p a c i t o ? 

A. I'm s o r r y ? 

Q. I n terms of t h e change o f n o n - m a r g i n a l 

u n i t s ? 

A. Yes. They have a l l e n j o y e d s u b s t a n t i a l 

i n c r e a s e i n n o n - m a r g i n a l u n i t s f r o m t h e lower 

p o i n t . I'm n o t su r e t h a t I f o u n d t h e l o w e s t 
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p o i n t , b u t i t was a p o i n t t h a t c e r t a i n l y t h e 

n o n - m a r g i n a l u n i t s were much fewer t h a n t h e y a re 

to d a y . 

Q . W e l l , what's t h e s i g n i f i c a n c e of t h e 

i n c r e a s e i n n o n - m a r g i n a l u n i t s ? I s i t your 

o p i n i o n t h a t t h e n o n - m a r g i n a l u n i t s have t o 

decrease i n o r d e r f o r a d e p r o r a t i o n i n g t o be 

c o n s i d e r e d ? 

A. W e l l , t h e normal course o f e v e n t s i n a 

p o o l as i t d e c l i n e s , you have fewer and fewer 

n o n - m a r g i n a l w e l l s u n t i l you g e t down t o one w e l l 

t h a t i s v i r t u a l l y s e t t i n g i t s own a l l o w a b l e . And 

t h e n i n a number of p o o l s even t h o s e w e l l s have 

been r e c l a s s i f i e d t o m a r g i n a l so t h a t t h e y --

t h e r e ' s no n o n - m a r g i n a l w e l l s , b u t we s t i l l 

c o n t i n u e t o c a r r y i t on t h e gas p r o r a t i o n 

s c h e d u l e . 

And t h a t may be an e x e r c i s e i n 

f u t i l i t y , b u t i f somebody comes up w i t h -- or two 

or t h r e e p e o p l e go i n and d r i l l a d d i t i o n a l w e l l s 

or somebody works over w e l l s t h a t may c r e a t e a 

pro b l e m of p r o t e c t i n g c o r r e l a t i v e r i g h t s , t h e 

system i s a v a i l a b l e t h e r e t o t a k e c a r e o f i t . 

Q. D i d you a l s o r e v i e w t h e 

u n d e r / o v e r p r o d u c t i o n s t a t u s of w e l l s i n t h e South 
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B i a n c o - P i c t u r e d C l i f f s ? 

A. W e l l , I d i d as t o UNOCAL'S w e l l s . My 

s t u d y showed t h a t t h e y o p e r a t e 123 w e l l s i n t h e 

p o o l ; 14 are o v e r p r o d u c e d ; a t o t a l o f 72,910 

Mcf. Now, t h a t was as shown i n t h i s gas 

p r o r a t i o n s c h e d u l e , w h i c h p r o b a b l y i n c l u d e d d a t a 

t h r o u g h January of 92. 

They a l s o had 20 w e l l s u n d e r p r o d u c e d ; 

t o t a l o f 151,673 Mcf; and 89 w e l l s w h i c h a re 

c l a s s i f i e d as m a r g i n a l . 

Q. So t h e y had t w i c e as many MCF 

un d e r p r o d u c e d as ove r p r o d u c e d ? 

A. Yes. A l i t t l e more t h a n t h a t . 

Q. What do you f o r e s e e as t h e market 

demand f o r New Mexico gas on a s t a t e w i d e b a s i s i 

th e near f u t u r e ? 

A. I see no reason why market demand f o r 

a l l gas o u t of New Mexico s h o u l d d e c l i n e . I am 

concerned somewhat about t h e impact of t h e c o a l 

seam gas. 

Q. Why i s t h a t ? 

A. W e l l , t h e c o a l seam gas now i s t h e 

l a r g e s t s i n g l e s u p p l y o f gas i n t h e s t a t e and i s 

g r o w i n g . And I'm t o l d t h a t t h e r e are s e v e r a l 

hundred w e l l s w h i c h have n o t been c o n n e c t e d y e t 
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so t h a t t h e impact i s s t i l l g r o w i n g . 

The New Mexico O i l & Gas A s s o c i a t i o n 

had a m e e t i n g t o d i s c u s s t h e a d v i s a b i l i t y of 

l o o k i n g i n t o p r o r a t i n g t h a t B a s i n F r u i t l a n d 

p o o l . And t h e r e were so many t h i n g s t h a t were 

t a k i n g p l a c e a t t h a t t i m e , t h e y f e l t t h a t i t was 

not t i m e l y , because i n t e r c o n n e c t i o n s were b e i n g 

made f o r movement of gas out o f s t a t e , t h e 

a d d i t i o n a l p i p e l i n e s were b e i n g l a i d i n 

C a l i f o r n i a , w h i c h would b r i n g about a l a r g e r 

market . 

And i t j u s t was f e l t t h a t u n t i l we 

c o u l d show t h a t t h e c u r t a i l m e n t of p r o d u c t i o n was 

due t o some f a c t o r o t h e r t h a n p i p e l i n e c a p a c i t y , 

t h a t t h e y would n o t be a b l e t o e v a l u a t e t h e 

impact o f t h e c o a l b e d methane. 

One impact t h a t c e r t a i n l y you must 

c o n s i d e r i s t h e f a c t t h a t t h e r e i s a t a x c r e d i t 

i n v o l v e d w i t h t h e c o a l b e d methane w h i c h c o u l d 

p o s s i b l y impact t h e p r i c e s t r u c t u r e of gas, w h i c h 

i f w e l l s are c u r t a i l e d by market demand and 

g e t t i n g l e s s money f o r t h e gas t o o c o u l d cause 

some w e l l s t o be p l u g g e d p r e m a t u r e l y p e r h a p s . 

Q. W e l l , i n l i g h t of t h e i n c r e a s e d 

c a p a c i t y of t h e F r u i t l a n d B a s i n , what would be 
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your -- and I guess i t would have t o be j u s t an 

e s t i m a t e — b u t would you f o r e s e e an i n c r e a s e i n 

marketed demand f o r t h e South B i a n c o - P i c t u r e d 

C l i f f s Pool f o r t h e n e x t --

A. No, I d o n ' t . 

Q. -- p i c k a t i m e l i n e , one t o f i v e y e a r s ? 

A. No. I r e a l l y do n o t because I t h i n k 

t h a t p r o b a b l y any i n c r e a s e i n gas demand i s g o i n g 

t o be f i l l e d by t h e c o a l b e d methane. 

Q. So you see t h e demand s t a y i n g a t b e s t 

r e l a t i v e l y c o n s t a n t f o r t h e South B i a n c o - P i c t u r e d 

C l i f f s p o o l s f o r t h e n e x t f i v e y e a r s ? 

A. W e l l , I don't c l a i m t o be a p r o p h e t . I 

j u s t do n o t see a n y t h i n g on t h e h o r i z o n t h a t 

w o uld cause an i n c r e a s e i n demand from South 

B l a n c o , b ut I can see a p o s s i b i l i t y of l e s s 

demand. 

Q. Okay. Mr. Carr was k i n d enough t o 

p r o v i d e us w i t h t h i s book o f e x h i b i t s . D i d you 

have a chance t o l o o k t h r o u g h t h a t a t a l l ? 

A. W e l l , a l i t t l e b i t . I'm n o t a v e r y 

f a s t s t u d y . And I ' d l i k e t o compliment t h e i r 

w i t n e s s on t h e q u a l i t y o f t h e s t u d y . 

I was a l i t t l e c o n f u s e d i n h i s 

d i s c u s s i o n about t h e e f f e c t of t h e d e l i v e r a b i l i t y 
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t e s t and i t s impact on f e a s a b i l i t y o f 

compress i o n . 

Q. And why was t h a t ? 

A. W e l l , I d i d n ' t u n d e r s t a n d e x a c t l y what 

he was s a y i n g . I t h i n k t h a t he was r e f e r r i n g t o 

th e f a c t t h a t our d e l i v e r a b i l i t y d e t e r m i n a t i o n i s 

based on a p e r c e n t a g e of t h e s h u t - i n p r e s s u r e , 

t h a t i f t h e y were t o i n c r e a s e t h e f l o w , t h e Q, i n 

a t e s t , t h a t under t h e p o o l r u l e s you'd have t o 

e x t r a p o l a t e t h a t Q back up t o t h e t h e o r e t i c a l 

d e l i v e r a b i l i t y a t t h e g i v e n p e r c e n t a g e of t h e 

s h u t - i n p r e s s u r e . 

And i f t h a t i s n ' t what he was s a y i n g , 

t h a t i s what happens. That even though you 

produce your w e l l a t a h i g h e r r a t e , you have t o 

e x t r a p o l a t e t h a t back t o t h e u n i f o r m p e r c e n t a g e 

of t h e s h u t - i n p r e s s u r e . 

And, v e r y l i k e l y , i f you p u t a 

compressor on a w e l l , j u s t because of t h e f a c t 

t h a t y o u ' r e r e d u c i n g t h e w e l l h e a d p r e s s u r e , t h e 

back p r e s s u r e a g a i n s t t h e w e l l , y o u ' r e g o i n g t o 

produce more. And i f you p u t i t on a m a r g i n a l 

w e l l , t h e r e ' s a good l i k e l i h o o d t h a t t h e w e l l 

w i l l become n o n - m a r g i n a l and be l i m i t e d l i k e a l l 

t h e o t h e r w e l l s . 
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When he was t a l k i n g about c o m p r e s s i o n , 

I wasn't s u r e whether t h e y were t a l k i n g about t h e 

o p e r a t o r p u t t i n g on co m p r e s s i o n or whether t h e 

p i p e l i n e company was t o p u t on com p r e s s i o n . But 

I d i d n o t u n d e r s t a n d a l l t h a t he s a i d i n t h a t 

r e g a r d . 

Q. I s t h e r e a n y t h i n g e l s e t h a t s t i c k s o ut 

i n your mind as you go t h r o u g h i t ? 

A. W e l l , I was g l a d t h a t he d i s c u s s e d t h i s 

l e v e l i n g o ut o f t h e p r e s s u r e i n t h e r e . When I 

saw t h a t , I t h o u g h t w e l l , you know, t h a t 

i n d i c a t e s one of s e v e r a l t h i n g s , e i t h e r t h a t 

you've g o t a w a t e r d r i v e i n t h e r e t h a t ' s 

m a i n t a i n i n g t h e p r e s s u r e or t h e s e p r e s s u r e p o i n t s 

t h a t preceded i t a re v e r y s u s p e c t . 

And as I g a t h e r i t , t h e w e l l s can r e a c h 

a f a i r e q u i l i b r i u m p r e s s u r e w i t h i n t h e seven 

days; whereas, b e f o r e t h e y c o u l d n o t . And 

p r o b a b l y i t has some impact on i n f i l l d r i l l i n g 

and t h e h i g h e r p r e s s u r e s f r o m w e l l s w h i c h a re n o t 

so d e p l e t e d . 

On E x h i b i t 6 where i t has t h e sum of 

the P i c t u r e d C l i f f s P o o l , I d i d n o t q u i t e 

u n d e r s t a n d t h e s i g n i f i c a n c e of comparing t h e 

South Blanco t o t h e sum of a l l of t h e o t h e r 

RODRIGUEZ-VESTAL REPORTING 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

15 

16 

17 

1 8 

19 

20 

2 1 

22 

23 

24 

25 

91 

p o o l s . That doesn't say a n y t h i n g t o me. 

I t h i n k t h a t ' s about a l l t h e comments I 

have . 

Q. Mr. Lyon, i s i t your o p i n i o n t h a t t h i s 

D i v i s i o n , i n r u l i n g on o r d e r s t h a t a f f e c t t h e 

a l l o w a b l e p r o d u c t i o n i n a p o o l , must t a k e s t e p s 

t o p r e v e n t u n r e a s o n a b l e d i s c r i m i n a t i o n between 

o t h e r p o o l s i n t h e s t a t e of New Mexico? 

A. W e l l , under t h e s t a t u t e t h a t i s 

p r o v i d e d f o r . I am aware o f t h a t p r o v i s i o n , and 

when I was C h i e f E n g i n e e r f o r t h e D i v i s i o n , I was 

aware o f i t t h e n . I am n o t i n a p o s i t i o n t o 

d i s c u s s a t what p o i n t or under what c i r c u m s t a n c e s 

some a c t i o n needs t o be t a k e n t o p r e v e n t such 

d i s c r i m i n a t i o n . 

MR. CAMP: That c o n c l u d e s my 

t e s t imony. 

EXAMINER STOGNER: Thank you, Mr. 

Camp . 

We're g o i n g t o t a k e a f i v e - m i n u t e 

r e c e s s , Mr. C a r r , b e f o r e I t u r n t h e w i t n e s s over 

t o you. 

[A r e c e s s was t a k e n . ] 

EXAMINER STOGNER: H e a r i n g w i l l come t o 

o r d e r . 
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Mr. C a r r , j u s t f o r a l i t t l e b i t of 

v e r i f i c a t i o n , one of your q u e s t i o n s t o Mr. Camp 

-- t o Mr. Lyon, I t h i n k i t was a t t h e b e g i n n i n g , 

b u t , Mr. Lyon, you r e f e r r e d t o FERC o r d e r I 

b e l i e v e i t was 360; was t h a t c o r r e c t ? 

THE WITNESS: No, I d i d n ' t say t h a t 

number. Mr. Camp d i d . 

MR. CAMP: FERC Order 380. Tha t ' s t h e 

one t h a t d i d away w i t h minimum b i l l i n g 

o b l i g a t i o n s of u t i l i t i e s . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. I was w a n t i n g t o t r y t o a l l u d e t o what 

your answer was t o t h e FERC Order 380. I n t r y i n g 

t o w r i t e i t down, I t h i n k you s a i d t h a t ' s when 

a l l — so m e t h i n g broke l o o s e . 

By t h e way, Mr. C a r r , s i n c e I do have 

some problems w i t h f o u r l e t t e r s words b e i n g 

u t i l i z e d , I w i l l a l l o w you two, i f you would 

l i k e , i n your c l o s i n g s t a t e m e n t s . So I ' l l 

p r o r a t e t h e cuss words i n t h i s p a r t i c u l a r case. 

A. I t h i n k when I was w r i t i n g l e t t e r s t o 

th e D i r e c t o r , t r y i n g t o c a l l a t t e n t i o n t o t h i n g s 

t h a t m i g h t be needed t o be done, I r e f e r r e d t o i t 

as chaos. 
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Q. P e r f e c t . I l i k e t h a t . But you 

r e f e r r e d t o FERC Order R-380 -- t h a t ' s when chaos 

broke l o o s e -- and t h e n you mentioned s o m e t h i n g 

e l s e . Could you a l l u d e a l i t t l e b i t more of what 

o r d e r R-380 d i d i n your t e s t i m o n y today? 

A. W e l l , as y o u ' l l r e c a l l , t h e p i p e l i n e 

companies had c o n t r a c t s w i t h t h e p r o d u c e r s , and 

most of the s e were l o n g - t e r m c o n t r a c t s and t h e y 

s p e c i f i e d a p r i c e . And on t h e b a s i s of c o n t r a c t s 

a t t h e o t h e r end, a t t h e consumer end, t h e y had a 

p r o v i s i o n c a l l e d minimum b i l l i n g , w h i c h p r o v i d e d 

a g u a r a n t e e d revenue t o t h e p i p e l i n e company f o r 

t h e gas t h a t t h e y had c o n t r a c t e d t o d e l i v e r . 

And when FERC o u t l a w e d t h e minimum 

b i l l i n g , t h e n t h a t g u a r a n t e e d revenue was no 

l o n g e r a v a i l a b l e , b u t t h e y d i d n o t d i s t u r b t h e 

c o n t r a c t s w i t h t h e p r o d u c e r . So t h a t t h e 

p i p e l i n e was s t i l l o b l i g a t e d t o t a k e gas and pay 

the c o n t r a c t p r i c e f o r t h e gas. And i f t h e y d i d 

t h a t f o r v e r y l o n g , t h e y ' d p r o b a b l y go b a n k r u p t 

because t h e y w e r e n ' t r e c e i v i n g t h e money, t h e 

p r i c e f o r t h e gas a t t h e o t h e r end. And t h a t ' s 

when t h e chaos broke o u t . 

EXAMINER STOGNER: I a p p r e c i a t e you 

s t r a i g h t e n i n g me o u t on t h a t . 
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Okay. Mr. C a r r , your w i t n e s s , u n l e s s 

you had any o t h e r q u e s t i o n s , Mr. Camp. 

Mr. C a r r , your w i t n e s s . 

EXAMINATION 

BY MR. CARR: 

Q. Mr. Lyon, I do have a c o u p l e o f 

q u e s t i o n s on Gas Company's i n t e r e s t i n t h i s 

p r o c e e d i n g . B e f o r e t h a t I would l i k e t o j u s t 

i d e n t i f y what your r o l e i s w i t h Gas Company. You 

have been r e t a i n e d by them, have you n o t ? 

A. Yes. 

Q. And what do you do? Do you m o n i t o r O i l 

Commission a c t i v i t y ? 

A. Yes. 

Q. What does t h a t e n t a i l ? Does t h a t 

e n t a i l a d v i s i n g them on p r o r a t i o n i n g m a t t e r s ? I s 

t h a t p a r t of i t ? 

A. For my own i n f o r m a t i o n I l o o k a t a l l 

th e d o c k e t s t o see t h e cases of i n t e r e s t . And 

sometimes when I t h i n k t h a t t h e r e ' s s o m e t h i n g 

t h a t i s o f i n t e r e s t t o Gas Company, I w i l l c a l l 

them. More o f t e n t h e y c a l l me and say we'd l i k e 

t o t a l k t o you about such-and-such a s i t u a t i o n , 

and so I t a l k t o them. 

Q. I n your r e l a t i o n s h i p w i t h them, do you 
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a l s o a d v i s e Gas Company of c o n t r a c t u a l m a t t e r s or 

i n v o l v e d i n c o n t r a c t u a l q u e s t i o n s , or i s i t 

l i m i t e d t o r e g u l a t o r y k i n d s o f i s s u e s ? 

A. No. The o n l y t h i n g I c o n s u l t w i t h Gas 

Company about i s r e g u l a t o r y m a t t e r s . 

Q. When d i d you f i n d o ut about UNOCAL'S 

a p p l i c a t i o n i n t h i s case? 

A. I saw i t p r o b a b l y -- saw t h e d o c k e t , 

oh, a week or t e n days ago. 

Q. D i d you c o n t a c t Gas Company a t t h a t 

t i me? 

A. No, I d i d n ' t . 

Q. When d i d you c o n t a c t t h e Gas Company on 

t h i s m a t t e r ? 

A. W e l l , t h e y c o n t a c t e d -- t h e y c o n t a c t e d 

me more i n c o n n e c t i o n w i t h t h e h e a r i n g n e x t 

week. 

Q. And when d i d t h a t o c cur? 

A. Monday. 

Q. You i n d i c a t e d t h a t you had made a s t u d y 

of t h e South B i a n c o - P i c t u r e d C l i f f s P o o l . How 

l o n g have you had a c t u a l l y t o s t u d y t h e p o o l ? 

A. L a s t n i g h t . 

Q. What d i d you r e v i e w ? J u s t t h e 

p r o r a t i o n i n g s c hedule? 
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A. Yes. W e l l , I a l s o l o o k e d a t some of 

th e o l d p r o r a t i o n s c h e d u l e s j u s t t o g e t a 

comparison of t h e c u r r e n t t i m e t o t i m e s i n t h e 

p a s t when t h i n g s l o o k e d b l e a k f o r -- w e l l , where 

t h e r e was perhaps some q u e s t i o n as t o t h e need 

f o r gas p r o r a t i o n i n g . 

Q. Was i t j u s t y e s t e r d a y t h a t i t was 

d e t e r m i n e d t h a t you were g o i n g t o appear i n t h i s 

case? 

A. Yes. 

Q. Th a t ' s why we j u s t g o t a p r e h e a r i n g 

s t a t e m e n t y e s t e r d a y ? 

A. Yes. 

Q. The l a s t t i m e UNOCAL was b e f o r e t h i s 

Commission w i t h an a l l o w a b l e q u e s t i o n , you a l s o 

appeared. At t h a t t i m e we t a l k e d about 

c o r r e l a t i v e r i g h t s and waste. I don't want t o 

n e c e s s a r i l y r e p e a t a l l o f t h a t . 

Does t h e Gas Company have any p r o p e r t y 

i n t e r e s t t h a t y o u ' r e aware of i n t h e South 

B i a n c o - P i c t u r e d C l i f f s Pool? 

A. W e l l , i f y o u ' r e t a l k i n g about r e a l 

p r o p e r t y , o t h e r t h a n r i g h t s o f way --

Q. Do t h e y have any m i n e r a l i n t e r e s t s ? 

A. I r e a l l y d o n't know. 
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Q. Do t h e y o p e r a t e any w e l l ? 

A. I don't know. 

Q. Do you know of any r i g h t i n p r o d u c t i o n 

t h a t t h e y have as an owner o f p r o d u c t i o n ? 

A. No, I r e a l l y do n o t know. 

Q. You know, as an e x p e r t i n o i l and gas 

r e g u l a t o r y m a t t e r s , you know t h a t c o r r e l a t i v e 

r i g h t s a r e t h e o p p o r t u n i t y a f f o r d e d t o t h e owner 

of each p r o p e r t y i n a p o o l t o produce h i s f a i r 

s h a r e . 

A. Yes. 

Q. Are you here t o d a y t r y i n g t o p r o t e c t 

t h e c o r r e l a t i v e r i g h t s o f Gas Company o f New 

Mexico? 

MR. CAMP: T h i s i s r e a l l y k i n d of 

g e t t i n g i n t o j u s t a s t r i c t l y l e g a l -- he's j u s t 

a s k i n g l e g a l o p i n i o n s o f my p e t r o l e u m e n g i n e e r . 

And I have a l i t t l e b i t o f d i f f i c u l t y . V i c i s a 

v e r y i n t e l l i g e n t p e r s o n and he can answer, b u t 

he's a s k i n g him l e g a l q u e s t i o n s t h a t are t r y i n g 

t o b i n d t h e company as t o e x a c t l y how t h i s 

t e s t i m o n y i s t o be c o n s t r u e d . And t h a t ' s r e a l l y 

your j o b and our j o b . 

I f t h e y want b r i e f s on i t or s o m e t h i n g , 

t h a t ' s f i n e . But t h i s i s r e a l l y k i n d of — t h a t 
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i s a l e g a l q u e s t i o n , and i t c a l l s f o r a l e g a l 

o p i n i o n , w h i c h he's n o t q u a l i f i e d t o make. 

EXAMINER STOGNER: Mr. C a r r , I agree 

w i t h Mr. Camp. 

MR. CARR: The o n l y t h i n g I would 

suggest i s t h i s w i t n e s s was q u a l i f i e d as an 

e x p e r t i n o i l and gas r e g u l a t i o n i n t h e m a t t e r s 

c o n c e r n i n g t h i s D i v i s i o n . And i f he wants t o say 

he doesn't know what c o r r e l a t i v e r i g h t s -- how 

t h e y ' r e d e f i n e d i n s t a t u t e , I t h i n k he can do 

t h a t . 

But I c a n ' t imagine a person q u a l i f i e d 

as an e x p e r t i n t h e OCD who doesn't know what 

c o r r e l a t i v e r i g h t s a r e as d e f i n e d by our O i l & 

Gas A c t . 

THE WITNESS: I don't t h i n k you asked 

me t h a t . 

Q. (BY MR. CARR) Do you know what 

c o r r e l a t i v e r i g h t s are? 

A. Yes. 

MR. CAMP: J u s t a second. A l s o Mr. 

Carr spent some t i m e t o see i f he was coming here 

t o t a l k about p r o r a t i o n i n g . He's t a l k e d about 

p r o r a t i o n i n g . Now he's j u s t -- t h e r e ' s a l e g a l 

argument. He'd made i t b e f o r e . He w i t h d r e w i t 
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t e m p o r a r i l y . He's coming back, I guess, t o do i t 

now. But i t ' s a l e g a l argument o f whether we 

have s t a n d i n g or n o t . And i t r e a l l y doesn't have 

v e r y much t o do w i t h what Mr. Lyon i s g o i n g t o 

t e s t i f y as t o . 

I mean, i t ' s p r e t t y c l e a r - c u t . I gave 

t h e b a s i s f o r our s t a n d i n g . I f Mr. Carr has a 

pro b l e m w i t h t h a t , t h e n he s h o u l d a t t a c k i t on 

t h a t . We don't have t o spend any t i m e on 

c o r r e l a t i v e r i g h t s or a n y t h i n g e l s e . I gave t h e 

t h r e e reasons t h a t I t h o u g h t t h a t we had s t a n d i n g 

f o r t h i s c o n s e r v a t i o n measure. 

MR. CARR: We can c l a r i f y t h i s i f 

c o u n s e l w i l l say yo u ' r e n o t here w i t h a 

c o r r e l a t i v e r i g h t s c o n c e r n . 

MR. CAMP: I don't t h i n k t h a t we are 

here f o r a --

MR. CARR: I s t h a t a no? 

MR. CAMP: -- c o r r e l a t i v e r i g h t s 

c o n c e r n . 

MR. CARR: Are you here f o r a waste 

concern? 

MR. CAMP: I t h i n k we a r e . Yes, we 

a r e . We're here f o r a waste c o n c e r n and a 

c o n s e r v a t i o n of n a t u r a l r e s o u r c e s c o n c e r n , o f 
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w h i c h t h i s D i v i s i o n i s h e a r i n g t h i s m a t t e r on. 

Q. (BY MR. CARR) Mr. Lyon, c o u l d you 

summarize what Gas Company's co n c e r n i s , what 

k i n d of waste i s s u e y o u ' r e t r y i n g t o i d e n t i f y 

here ? 

A. The c o n c e r n , I b e l i e v e , i s t h a t you a r e 

p r o p o s i n g t o make a change i n w h i c h t h e y have 

w e l l c o n n e c t i o n s , t h e y have w e l l c o n t r a c t s . And 

I mi g h t p o i n t o u t t h a t Gas Company i s one o f t h e 

few, i f n o t t h e o n l y , gas t r a n s p o r t e r who i s a l s o 

a p u r c h a s e r i n t h e s t a t e . T h i s i s what was t h e 

r e s u l t of t h e o r d e r , FERC o r d e r . 

I t has t o r n a p a r t t h e system t h a t 

e x i s t e d a t t h a t t i m e . And a l l o f t h e p r e v i o u s 

gas p u r c h a s e r s , t r a n s p o r t e r s , m a r k e t e r s , have 

become s i m p l y t r a n s p o r t e r s . They r e a l l y d o n't 

c a r e what you do, what t h e Commission does. Gas 

Company does because t h e y a r e a p u r c h a s e r w i t h 

c o n t r a c t s , and i t a f f e c t s t h e way t h e y o p e r a t e . 

Q. P r o r a t i o n i n g a f f e c t s t h e way you 

op e r a t e ? 

A. Yes. 

Q. How does i t do t h a t ? 

MR. CAMP: Ag a i n he's g e t t i n g i n t o 

l e g a l q u e s t i o n s as t o our c o n t r a c t s . And he's 
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a l r e a d y s a i d he's n o t c o n s u l t e d on our 

c o n t r a c t s . 

MR. CARR: No, I d i d n o t . 

MR. CAMP: Yes, you d i d . You s a i d : 

How does i t a f f e c t you, and how does i t a f f e c t 

y our c o n t r a c t s . And --

MR. CARR: I s a i d how does -- your 

w i t n e s s t e s t i f i e d , I b e l i e v e , t h a t p r o r a t i o n i n g 

a f f e c t s t h e way you o p e r a t e . You've s t a t e d 

y o u ' r e here because i t a f f e c t s you. I'm s a y i n g 

how? 

EXAMINER STOGNER: That i s a q u e s t i o n 

i n w h i c h I ' d l i k e t o know t h e answer t o . 

MR. CARR: I don ' t see what's wrong 

w i t h t h a t . I ' d j u s t l i k e t o know how. 

MR. CAMP: Okay. 

THE WITNES: Gas p r o r a t i o n i n g 

a l l o w a b l e s s e t s t h e measure o f t h e p i p e l i n e ' s 

r e s p o n s i b i l i t i e s t o t a k e gas. And w i t h o u t i t 

t h e n t h e r e ' s g ot t o be some o t h e r measure when 

pe o p l e don't agree t h a t a p i p e l i n e has c o m p l i e d . 

Q. (BY MR. CARR) And t h a t ' s why Gas 

Company i s concerned? 

MR. CAMP: No. I t h i n k t h e p r e h e a r i n g 

s t a t e m e n t s e t s f o r t h t h a t he has, I t h i n k , 
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a r t i c u l a t e d one of t h e c o n c e r n s . I t h i n k we have 

-- i f he wants t o know my c l o s i n g argument, i t ' s 

we have an i n t e r e s t as any p e r s o n , as d e f i n e d by 

70-2-33, as any pe r s o n i n t h e c o n s e r v a t i o n o f 

n a t u r a l r e s o u r c e s . 

T h i s D i v i s i o n i s s t a t u t o r i l y r e q u i r e d 

t o n o t s e t a l l o w a b l e s i n excess o f market 

demand. T h e i r own e v i d e n c e shows t h a t t h e y ' r e 

g o i n g t o i n c r e a s e p r o d u c t i o n and t h e market 

demand i s n o t t h e r e . We have an i n t e r e s t i n 

t h a t . We have an i n t e r e s t as t o t h e o p e r a t i o n of 

our p i p e l i n e . 

We have -- and I t h i n k i t goes w i t h o u t 

s a y i n g t h a t s h u t - i n n o t i c e s and o t h e r t h i n g s as 

t o t h e p e r m i s s i b i l i t y of w e l l s c o n n e c t e d t o our 

system t o f l o w can a f f e c t us one way or t h e 

o t h e r . And I t h i n k t h e r e has t o be a 

d e t e r m i n a t i o n , and I b e l i e v e t h a t we have 

s t a n d i n g t o r a i s e i t , t h a t t h i s D i v i s i o n c a r r y 

o u t i t s d u t y t o p r e v e n t u n r e a s o n a b l e 

d i s c r i m i n a t i o n between p o o l s as r e q u i r e d by 

7 0 - 2 - 1 6 ( d ) . 

MR. CARR: May i t p l e a s e t h e Examiner, 

I w i l l t e l l you r i g h t now I'm n o t g o i n g t o o b j e c t 

t o s t a n d i n g so Mr. Camp can q u i t w o r r y i n g about 
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t h a t . He s a i d t h e y was concerned t h a t i t would 

cause waste, and I ' v e s a i d how. I ' v e asked t h a t 

a g a i n , and Mr. Lyon has e x p l a i n e d . And I s a i d so 

t h a t ' s why yo u ' r e concerned. I t h o u g h t I would 

get a yes, n o t a n o t h e r argument on s t a n d i n g . I'm 

not g o i n g t o argue s t a n d i n g . 

MR. CAMP: Ag a i n waste i s a l e g a l t e r m 

t h a t i n c l u d e s t h e concept o f market demand. 

MR. CARR: W i l l you s t i p u l a t e t h e n t h a t 

your w i t n e s s i s n o t here t o t e s t i f y about what i s 

meant by waste or c o r r e l a t i v e r i g h t s ? 

d i s c u s s e d what waste i s . I t h i n k he has 

d i s c u s s e d market demand c o n c e r n s . And t h a t i s 

p a r t of t h e d e f i n i t i o n o f waste. 

c o n c e r n i n g Gas Company's c o n c e r n about t h e 

p o t e n t i a l of t h i s p r o r a t i o n i n g change, was t h a t a 

c o r r e c t s t a t e m e n t of Gas Company's c o n c e r n why 

t h e y ' r e here? T h a t ' s what I'm a s k i n g . 

MR. CAMP: I t h i n k t h a t he has 

MR. CARR: And i s what he s a i d 

MR. CAMP: Yes, t h a t i s one of them. 

Yes . 

MR. CARR: A l l r i g h t . T h a t's a l l I 

ask . 

EXAMINER STOGNER: Do you have any 
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o t h e r q u e s t i o n s , Mr. Carr? 

MR. CARR: Yes, I do, Mr. S t o g n e r . 

EXAMINER STOGNER: I t ' s n o t as t o Gas 

Company's s t a n d i n g , I would assume? 

MR. CARR: We've got some o t h e r t h i n g s 

t h a t Mr. Lyon has d i s c u s s e d t h a t I ' d l i k e t o 

c r o s s on, i f I may. 

EXAMINER STOGNER: Okay. At t h i s p o i n t 

I do r e c o g n i z e Gas Company's s t a n d i n g here 

t o d a y . They have been a p a r t y t o t h e C - l l l s . 

MR. CARR: I don't i n t e n d t o c h a l l e n g e 

t h a t or r a i s e t h a t a g a i n . 

EXAMINER STOGNER: Okay. 

MR. CARR: Four l e t t e r words or 

o t h e r w i s e . 

EXAMINER STOGNER: You s t i l l have two 

t h a t a r e owed t o you, so you might want t o use 

them. 

MR. CARR: I f I say "FERC" t w i c e , w i l l 

t h a t do i t ? 

Q. (BY MR. CARR) Mr. Lyon, you s t a t e d , i f 

I u n d e r s t o o d your t e s t i m o n y , t h a t t h e p r o b l e m we 

fa c e r i g h t now w i t h p r o r a t i o n i n g i s t h e system 

has r e a l l y b r o k e n down a t t h e moment; i s t h a t 

c o r r e c t ? 
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A. Tha t ' s my v i e w , yes. 

Q. And t h a t we r e a l l y don't have d a t a , t h e 

k i n d s of d a t a we might have had a t an e a r l i e r 

t i m e as we d e a l t w i t h p r o r a t i o n i n g ? 

A. I t i s n ' t a v a i l a b l e t o me. 

Q. When we get i n t h i s s i t u a t i o n , one o f 

th e few t h i n g s we have we can s t i l l l o o k t o i s 

the p r o d u c t i o n r a t e s o f w e l l s and p o o l s ; i s n ' t 

t h a t r i g h t ? We s t i l l have t h a t ? 

A. R i g h t -- w e l l , you can go t o t h e ann u a l 

r e p o r t or t h e m o n t h l y s t a t i s t i c a l r e p o r t s t o get 

i t . We don't have t h e gas p r o r a t i o n f i g u r e s . 

Q. We don't have th o s e s c h e d u l e s , b u t we 

do have p r o d u c t i o n i n f o r m a t i o n , a l t h o u g h we don't 

have m o n t h l y s o r t of up d a t e s on where we are w e l l 

by w e l l ? 

A. R i g h t . 

Q. When you l o o k e d a t t h i s and co n d u c t e d 

t h e r e v i e w you have of t h e p r o d u c t i o n t r e n d s i n 

the South B i a n c o - P i c t u r e d C l i f f s P o o l , I b e l i e v e 

you i n d i c a t e d t h a t based on t h e d a t a , a d m i t t i n g 

t h e r e were some problems p o t e n t i a l l y w i t h t h e 

d a t a , t h a t t h e r e were a p p r o x i m a t e l y 326 

n o n - m a r g i n a l u n i t s i n t h e p o o l a t t h i s t i m e , or 

a t l e a s t t h e l a s t t i m e you had data? 

RODRIGUEZ-VESTAL REPORTING 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

15 

1 6 

17 

18 

19 

20 

21 

22 

23 

24 

2 5 

106 

A. Tha t ' s what t h e s c h e d u l e shows. 

Q. L o o k i n g a t t h e s c h e d u l e or any o t h e r 

i n f o r m a t i o n a v a i l a b l e t o you, c o u l d you d e t e r m i n e 

or were you a b l e t o d e t e r m i n e how many of t h o s e 

w e l l s were a b l e t o produce even 100 Mcf a day? 

A. No, I d i d n o t -- d i d n o t l o o k a t t h a t . 

Q. W e l l , would i t s u r p r i s e you t o know 

t h a t n o t even 50 o f them came? 

A. No -- or a t l e a s t I don't know about 

t h e c a p a b i l i t y , b u t I t h i n k t h a t t h a t w o u l d n ' t 

s u r p r i s e me t o l e a r n t h a t 50 or l e s s d i d n o t 

produce. 

Q. Now, o t h e r p o o l s have been d e p r o r a t e d 

i n t h e p a s t ? 

A. Yes. 

Q. And t o t h e e x t e n t t h a t you may be 

f a m i l i a r w i t h t h o s e , and you can t e l l me i f 

y o u ' r e n o t , are you aware of any p o o l t h a t g ot 

down t o j u s t one n o n - m a r g i n a l w e l l b e f o r e i t was 

d e p r o r a t e d ? 

A. Yeah. Four or f i v e . 

Q. Which one? 

A. I n t h e s o u t h e a s t . 

Q. I n t h e s o u t h e a s t ? 

A. Yeah. 
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Q. Any of th e s e o t h e r P i c t u r e d C l i f f s 

p o o l s h i t t h a t c u t o f f b e f o r e t h e y were 

d e p r o r a t e d , or do you know? 

A. I doubt i t . But I a l s o do n o t r e c a l l 

e x a c t l y what t h e i n d u s t r y s i t u a t i o n was a t t h e 

ti m e t h a t b r o u g h t up t h a t d e p r o r a t i o n . Times 

change. 

Q. I n t h e p r e h e a r i n g s t a t e m e n t f i l e d and 

i n response t o some q u e s t i o n s f r o m Mr. Camp, you 

t a l k e d about n o n - d i s c r i m i n a t i o n between p o o l s ? 

A. Yes. 

Q. And i f I u n d e r s t o o d y o u r t e s t i m o n y , you 

wer e n ' t r e a l l y making a recommendation on t h a t 

t oday? 

A . No . 

Q. That's r i g h t . No, you were n o t making 

a recommendation? 

A. No, I was n o t making a recommendation, 

and I wasn't a l l e g i n g t h a t t h e r e was any 

u n r e a s o n a b l e d i s c r i m i n a t i o n between p o o l s . 

MR. CARR: A l l r i g h t . T h a t ' s a l l I 

have . 

EXAMINER STOGNER: Thank you, Mr. 

Carr . 

Mr. Camp, any r e d i r e c t ? 
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MR. CAMP: No, s i r . 

EXAMINER STOGNER: Mr. Van Ryan? 

MR. VAN RYAN: None. 

EXAMINER STOGNER: I have no o t h e r 

q u e s t i o n s of Mr. Lyon a t t h i s t i m e . You may be 

excused. 

Do you have a n y t h i n g e l s e or any o t h e r 

w i t n e s s e s ? 

MR. CAMP: No. No o t h e r w i t n e s s e s . 

EXAMINER STOGNER: Mr. C a r r , do you 

w i s h t o r e c a l l y o u r w i t n e s s or have any o t h e r 

w i t n e s s e s ? 

MR. CARR: No, I do n o t . I have a 

br i e f c l o s i n g . 

EXAMINER STOGNER: Okay. Mr. Camp, 

I ' l l a l l o w you t o go f i r s t . And, Mr. C a r r , I ' l l 

a l l o w you t o f i n i s h up w i t h a c o u p l e of f o u r 

l e t t e r words, i f you'd l i k e . 

MR. CAMP: J u s t don't d e p r o r a t e h i s 

a b i l i t y t o use t h a t . 

MR. CARR: I don't know anymore whether 

t o say " d e p r o r a t e " or " d e p r o r a t i o n , " 

g r a m m a t i c a l l y t h a t i s . 

MR. CAMP: I t h i n k our p o s i t i o n can be 

s u c c i n c t l y p ut t h a t t h e i r own e v i d e n c e shows t h a t 
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t a k e s a r e d e c l i n i n g f r o m t h e South 

B i a n c o - P i c t u r e d C l i f f s Pool and t h a t t a k e i s 

r e f l e c t i v e of t h e market demand i n our o p i n i o n . 

The p r o d u c t i v e c a p a b i l i t y i s n o t 

d e c l i n i n g a t t h a t r a t e . And t o d e p r o r a t e i t a t 

t h i s t i m e , w h i c h t h e y have t e s t i f i e d w i l l a t 

l e a s t t e m p o r a r i l y i n c r e a s e p r o d u c t i o n , means t h a t 

t h e y ' v e g ot t o be t a k i n g t h e market demand away 

fr o m somebody e l s e . 

F i r s t of a l l , you s h o u l d n ' t be d o i n g i t 

because t h e market demand i s n ' t t h e r e . But i f 

you d i d do i t , t h e n you'd f a l l i n t o t h e 

p r o h i b i t i o n , or a t l e a s t t h e r e needs t o be an 

i n q u i r y by t h i s D i v i s i o n i n t o i f t h e r e i s a 

f i n i t e market f o r a l l o f n o r t h w e s t e r n New Mexico 

gas, who are t h e y t a k i n g i t away from? And i s 

t h a t r e a s o n a b l e , or i s i t u n r e a s o n a b l e ? 

And e v e r y t h i n g t h a t I ' v e seen shows 

t h a t t h e market demand i s g o i n g t o re m a i n 

r e l a t i v e l y s t a b l e . And t h e r e ' s a tremendous 

i n c r e a s e of d e l i v e r a b i l i t y t h a t ' s g o i n g t o come 

on f r o m o t h e r s o u r c e s of s u p p l y . And i t ' s a 

s t a t u t o r y r e q u i r e m e n t t h a t we i n s e t t i n g 

a l l o w a b l e s s h a l l p r e v e n t u n r e a s o n a b l e 

d i s c r i m i n a t i o n . 
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The t a k e s a r e n ' t t h e r e . But t h e y want 

t o i n c r e a s e p r o d u c t i o n . Something has t o g i v e . 

I b e l i e v e t h a t , f i r s t o f a l l , i t ' s u n n e c e s s a r y 

because t h e market demand i s n o t t h e r e . Second 

of a l l , because i f i t i s , i f t h e y can i n c r e a s e 

t h e i r market s h a r e , i t ' s g o i n g t o have t o be a t 

the expense of somebody e l s e . 

And t h e n f i n a l l y I t h i n k t h e p o i n t t h a t 

Mr. Lyon was t r y i n g t o make i s we r e a l l y d o n't 

have r e a l l y good d a t a r i g h t now t o d e t e r m i n e 

whether t h e y r e a l l y a r e b e i n g a d v e r s e l y a f f e c t e d 

by t h e p r o r a t i o n r u l e s . I b e l i e v e t h a t w i t h i n a 

f a i r l y s h o r t t i m e t h a t d a t a w i l l become 

ava i 1 a b 1 e . 

As we draw i t up fr o m t h e C-115s and 

get a n o t h e r source of d a t a , we w i l l have t h a t , 

and a t t h a t t i m e l e t ' s c o n s i d e r i t , see how t h e y 

r e a l l y a r e b e i n g a f f e c t e d by some good d a t a . But 

at t h i s t i m e a t a minimum i t ' s p r e m a t u r e . And i f 

t h i s D i v i s i o n t h i n k s t h a t i t s h o u l d go ahead, I 

t h i n k t h a t t h e r e a t l e a s t s h o u l d be some i n q u i r y 

i n t o t h e e f f e c t on t h e market demand of o t h e r 

p o o l s t h a t a r e nearby. 

And I p o i n t t h i s o u t because we are a 

gas t r a n s p o r t a t i o n f a c i l i t y t h a t a r e c o n n e c t e d t o 
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a l m o s t , i f n o t a l l t h o s e o t h e r P i c t u r e d C l i f f s 

p o o l s , we se r v e t h o s e areas t o o . And t h a t i s 

e x a c t l y what y o u ' r e supposed t o do under 

7 0 - 2 - 1 6 ( d ) , i s i n q u i r e i n t o t h a t a r e a . J u s t make 

sur e t h a t u n r e a s o n a b l e d i s c r i m i n a t i o n i s n o t 

o c c u r r i n g . Thank you. 

EXAMINER STOGNER: Thank you, Mr. 

Camp . 

Mr. C a r r . 

MR. CARR: May i t p l e a s e t h e Examiner, 

UNOCAL i s b e f o r e you t o d a y s e e k i n g an o r d e r t o 

t e r m i n a t e p r o r a t i o n i n g i n t h e South 

B i a n c o - P i c t u r e d C l i f f s P o o l . We s t a n d b e f o r e you 

h a v i n g p o o l e d e v e r y o p e r a t o r i n t h e p o o l and 

h a v i n g n o t one d i s s e n t i n g v o t e . 

The Gas Company has come i n here t o d a y , 

and t h e y have b a s i c a l l y t e s t i f i e d t h a t t h e system 

i s b r o k e . I subm i t t o you t h a t i s a good reason 

t o s t e p o u t s i d e p r o r a t i o n i n g r i g h t now. They 

s a i d t h e y need more d a t a ; t h a t we're w o r k i n g on 

th e C-115s. 

I ' l l t e l l you r i g h t now, our E x h i b i t 

No. 12 i s a c o m p i l a t i o n of i n f o r m a t i o n f r o m t h e 

C-115s. That work has been done, and we're 

s t a n d i n g b e f o r e you a t t h i s p o i n t i n t i m e where 
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we've l o o k e d t o t h e one t h i n g we can r e l y on, t h e 

one t h i n g t h a t we can count on, and t h a t ' s 

p r o d u c t i o n i n f o r m a t i o n . And we've t a k e n t h a t and 

t r a n s l a t e d i t so t h a t we can show you t h a t we 

have a low p r o d u c t i v i t y r e s e r v o i r and a r e s e r v o i r 

t h a t i s s u b s t a n t i a l l y d e p l e t e d . 

I n l o o k i n g a t the s e two t h i n g s and 

comparing i t t o t h e p r e c e d e n t t h a t was s e t i n t h e 

mid-1970s, we submit t o you t h a t we have made n o t 

o n l y a p r i m a f a c i e showing b u t a c o m p e l l i n g 

showing t h a t t h e t i m e has come t o d e p r o r a t e t h i s 

f i e l d . 

Mr. Lyon says t h a t he i s n o t g o i n g t o 

make a p r e s e n t a t i o n or a recommendation 

c o n c e r n i n g d i s c r i m i n a t i o n between f i e l d s . H i s 

a t t o r n e y , however, keeps p o i n t i n g t o t h e f a c t 

t h a t t h a t ' s a charge i n t h e s t a t u t e . 

W e l l , I would s u b m i t t o you t h a t when 

you l o o k a t t h e i n f o r m a t i o n t h a t we've p r e s e n t e d , 

i f t h e r e i s d i s c r i m i n a t i o n between f i e l d s , i t ' s 

where you have p o o l s c o r r e c t i v e l y t h a t have been 

d e p r o r a t e d or i n d i v i d u a l l y P i c t u r e d C l i f f s p o o l s 

have been d e p r o r a t e d i n one p o o l . 

And you can l o o k a t t h e South 

B i a n c o - P i c t u r e d C l i f f s , and you can see i t ' s 
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p e r f o r m i n g t h e same way and t h a t i t appears t o be 

i n t h e same r e s e r v o i r . And i f you d e p r o r a t e some 

and you a p p l y a l l o w a b l e l i m i t a t i o n s i n t h e o t h e r , 

i n t h e South B l a n c o , t h e p o o l t h a t ' s b e i n g 

d i s c r i m i n a t e d a g a i n s t i s South B l a n c o . 

And i f you l o o k a t t h e s t a t u t o r y charge 

a l o n e , I s u b m i t t o you t h i s p o o l must be 

d e p r o r a t e d . The r e a s o n i t wasn't i n 1974 was 

because of p r e s s u r e v a r i a t i o n s i n t h e p i p e l i n e s 

t h a t were c o n n e c t e d and t a k i n g f r o m t h e f i e l d . 

That doesn't e x i s t anymore, so we're beyond 

t h a t . 

T h i s p o o l a t t h a t t i m e , i f you l o o k a t 

our e v i d e n c e , was p r o d u c i n g a t such a low r a t e 

t h a t i t a c t u a l l y i n a l l r e s p e c t s q u a l i f i e d f o r 

d e p r o r a t i o n i n g a t t h a t t i m e , e x c e p t f o r t h i s 

p i p e l i n e p r o b l e m , and t h a t now i s gone. And i n 

t h e meantime t h e p r o d u c i n g c a p a b i l i t y of average 

w e l l s i n t h e p o o l has dropped from somewhere near 

100 t o down t o about 24. So, i f a n y t h i n g , t h e 

case i s more c o m p e l l i n g t o d a y . 

Gas Company d i d n ' t recommend you n o t 

g r a n t our a p p l i c a t i o n . They j u s t p u z z l e d t h a t i t 

m i g h t be b r o u g h t p r e m a t u r e l y . We s u b m i t t o you 

t h a t when you l o o k a t t h i s r e c o r d and when you 
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l o o k a t your s t a t u t o r y c h a r g e s , t h a t y o u ' l l f i n d 

you have t o g r a n t t h e a p p l i c a t i o n . 

Your j u r i s d i c t i o n , whether i t i s i n 

p r o r a t i n g or compulsory p o o l i n g or a p p r o v i n g an 

u n o r t h o d o x l o c a t i o n , i s t o p r e v e n t waste. The 

o n l y response we have f r o m Mr. Lyon on waste was, 

w e l l , i t w i l l a f f e c t i t . T h i s o r d e r c o u l d a f f e c t 

t h e way t h e y do b u s i n e s s . I f a i l t o see how t h a t 

meets a waste i s s u e when what we're showing you 

i s t h a t i f you d e p r o r a t e , we remove an o b s t a c l e 

t h a t w i l l p e r m i t a d d i t i o n a l c o m p r e s s i o n , w i l l 

p e r m i t enhanced r e c o v e r y t e c h n i q u e s t o be 

emp1oyed. 

Now, we c a n ' t t e l l you t h a t i t happened 

on t h i s p a r t i c u l a r w e l l i n a n o t h e r p o o l t h a t was 

d e p r o r a t e d i n 1974, b u t we have t o l d you i t was 

an impediment t o e f f i c i e n t p r a c t i c e s now and 

t h a t , i f you g r a n t t h i s a p p l i c a t i o n , t h e s e t h i n g s 

w i l l t a k e p l a c e and t h a t t h e u l t i m a t e r e c o v e r y 

f r o m t h e r e s e r v o i r w i l l be i n c r e a s e d . That i s a 

waste p r e v e n t i o n m a t t e r . And under your 

s t a t u t o r y d u t y , we s u b m i t , on t h e waste i s s u e , 

you must g r a n t t h e a p p l i c a t i o n . 

As t o c o r r e l a t i v e r i g h t s , how do you 

l o o k a t c o r r e l a t i v e r i g h t s ? W e l l , you t a k e 
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you have; and you p r e p a r e v o l u m e t r i c 

c a l c u l a t i o n s . And you say, i n an o l d r e s e r v o i r 

a t t h e s e low p r o d u c i n g r a t e s w i t h t h e s e low 

p r e s s u r e s , you can d e p r o r a t e t h e b e s t w e l l i n t h e 

p o o l , and you can t a k e t h e cap o f f , and i t cannot 

d r a i n t h e acreage d e d i c a t e d t o i t . 

I s u b m i t t o you i n t h a t c i r c u m s t a n c e we 

c o u l d n o t be v i o l a t i n g t h e r i g h t of any o p e r a t o r 

i n t h e p o o l or any owner i n t h e p o o l t o produce 

h i s j u s t and f a i r s hare of t h e r e s e r v e s . On t h e 

c o r r e l a t i v e grounds a l o n e you must g r a n t t h i s 

a p p 1 i c a t i on. 

We've r e v i e w e d f o r you t h e b e n e f i t s , 

and t h e b e n e f i t s were s i m p l y encouragement o f 

f u t u r e development, a v o i d a n c e of unn e c e s s a r y 

c u r t a i l m e n t o f a few good w e l l s , m a i n t a i n i n g a 

market s h a r e , and a v o i d i n g r i d i c u l o u s u n n ecessary 

paperwork. 

On each and e v e r y one o f the s e p o i n t s , 

we've c a r r i e d t h e bur d e n , and we s t a n d b e f o r e you 

now a s k i n g you t o f o l l o w t h e s t a t u t e and g r a n t 

t h i s a p p l i c a t i o n . 

I have been g r a n t e d t h e o p p o r t u n i t y by 

the Examiner t o use f o u r l e t t e r words t w i c e , and 
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I w i l l say, "FERC," "FERC" i n c l o s i n g . 

EXAMINER STOGNER: Thank you, Mr. 

Ca r r . 

Does anybody e l s e have a n y t h i n g f u r t h e r 

i n Case 521 a t t h i s t i m e ? 

J u s t as a m a t t e r of r e c o r d , was t h e r e 

an E x h i b i t No. 16? 

MR. CARR: There was no E x h i b i t 16. 

EXAMINER STOGNER: Let t h e r e c o r d show 

t h e r e were E x h i b i t s 15 and 17 but no 16. 

As a l l u d e d t o e a r l i e r , t h e r e was an 

a d v e r t i s e m e n t e r r o r i n t h e Observer. T h i s case 

w i l l be c a l l e d on August 20, 1992. I don't 

e x p e c t any a d d i t i o n a l t e s t i m o n y t o be g i v e n a t 

t h a t t i m e . An o r d e r would t h e n be s u b s e q u e n t l y 

i s s u e d . However, I ' d l i k e t o t a k e advantage, 

s i n c e we have two ex-OCD or OCC employees h e r e , 

I ' d l i k e a rough d r a f t between now and t h e n , by 

August 20 from b o t h p a r t i e s f o r me t o c o n s i d e r 

i n t h e case. I ' l l t a k e advantage of Mr. C a r r ' s 

and Mr. Lyon's w r i t i n g a b i l i t i e s i n w r i t i n g 

o r d e r s . 

W i t h t h a t I w i l l c o n c l u d e t h i s 

p a r t i c u l a r case. L e t ' s t a k e a t e n - m i n u t e 

r e c e s s . We've g o t two a d d i t i o n a l cases t o 
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c o n s i d e r , n o m e n c l a t u r e and t h e Barber O i l . 

Thank you gentle m e n . 

[And t h e p r o c e e d i n g s were c o n c l u d e d . ] 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO 
) ss. 

COUNTY OF SANTA FE 

Debbie V e s t a l , C e r t i f i e d S h o r t h a n d 

R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY t h a t 

t h e f o r e g o i n g t r a n s c r i p t o f p r o c e e d i n g s b e f o r e 

t h e O i l C o n s e r v a t i o n D i v i s i o n was r e p o r t e d by me ,-

t h a t I caused my n o t e s t o be t r a n s c r i b e d under my 

p e r s o n a l s u p e r v i s i o n ; and t h a t t h e f o r e g o i n g i s a 

t r u e and a c c u r a t e r e c o r d o f t h e p r o c e e d i n g s . 

r e l a t i v e or employee of any o f t h e p a r t i e s or 

a t t o r n e y s i n v o l v e d i n t h i s m a t t e r and t h a t I have 

no p e r s o n a l i n t e r e s t i n t h e f i n a l d i s p o s i t i o n of 

t h i s mat t e r . 

I FURTHER CERTIFY t h a t I am not a 

WITNESS MY HAND AND SEAL AUGUST 20, 

1992 . 

DEBBIE VESTAL, RPR 
NEW MEXICO CSR NO. 3 
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NEW MEXICO OIL CONSERVATION DIVISION 

The A p p l i c a t i o n of Union O i l Company 
of C a l i f o r n i a , d/b/a UNOCAL, f o r 
t e r m i n a t i o n of gas p r o r a t i o n i n g i n 
th e South B i a n c o - P i c t u r e d C l i f f s P o o l , 
Rio A r r i b a , S a n doval, and San Juan 
C o u n t i e s , New Mexico. 

STATE OF NEW MEXICO 

CASE NO. 10521 

IN THE MATTER OF: 

BEFORE : 

DAVID R. CATANACH 

H e a r i n g Examiner 

S t a t e Land O f f i c e B u i l d i n g 

August 20 1992 

REPORTED BY: 

DEBBIE VESTAL 
C e r t i f i e d S h o r t h a n d R e p o r t e r 
f o r t h e S t a t e of New Mexico 

RODRIGUEZ-VESTAL REPORTING 
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EXAMINER CATANACH: And a t t h i s t i m e 

I ' l l c a l l Case 10521, a p p l i c a t i o n of Union O i l 

Company of C a l i f o r n i a , d/b/a UNOCAL, f o r 

t e r m i n a t i o n of gas p r o r a t i o n i n g i n t h e South 

B i a n c o - P i c t u r e d C l i f f s P o o l , Rio A r r i b a , 

S a ndoval, and San Juan C o u n t i e s , New Mexico. 

A g a i n I u n d e r s t a n d t h i s case was h e a r d 

on August 6 and was r e a d v e r t i s e d -- I'm s o r r y . 

I t was n o t a d v e r t i s e d i n a c e r t a i n newspaper and 

had t o be c o n t i n u e d f o r t h i s t i m e . 

Are t h e r e a d d i t i o n a l appearances i n 

t h i s case a t t h i s t i m e ? 

There b e i n g none, Case 10521 w i l l be 

t a k e n under a d v i s e m e n t . 

[And t h e p r o c e e d i n g s were c o n c l u d e d . ] 

I do hereby c c t i f ' that the foregoing Is 
a cornrlc-o .\. oi '.'~IP. ~~OZZ.: i • v; in 
the txc, ;ner .^arina of -ase \ /0^-

OH Conservation Divisioa 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO } 
} ss . 

COUNTY OF SANTA FE ) 

I , Debbie V e s t a l , C e r t i f i e d S h o r t h a n d 

R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY t h a t 

t h e f o r e g o i n g t r a n s c r i p t o f p r o c e e d i n g s b e f o r e 

t h e O i l C o n s e r v a t i o n D i v i s i o n was r e p o r t e d by me; 

t h a t I caused my n o t e s t o be t r a n s c r i b e d under my 

p e r s o n a l s u p e r v i s i o n ; and t h a t t h e f o r e g o i n g i s a 

t r u e and a c c u r a t e r e c o r d of t h e p r o c e e d i n g s . 

I FURTHER CERTIFY t h a t I am n o t a 

r e l a t i v e or employee o f any of t h e p a r t i e s or 

a t t o r n e y s i n v o l v e d i n t h i s m a t t e r and t h a t I have 

no p e r s o n a l i n t e r e s t i n t h e f i n a l d i s p o s i t i o n of 

t h i s mat t e r . 

WITNESS MY HAND AND SEAL AUGUST 24, 

1992 . 
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