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CHAIRMAN LeMAY: Good m o r n i n g . T h i s i s 

t h e O i l C o n s e r v a t i o n Commission. My name i s B i l l 

LeMay; I'm c h a i r m a n . On my r i g h t i s Commissioner 

Jami B a i l e y , on my l e f t , C ommissioner B i l l 

W eiss. We hope y o u ' r e i n t h e r i g h t s p o t . We're 

n o t t a k i n g Workman's Com p e n s a t i o n c l a i m s t o d a y . 

W e ' l l s t a r t by a n n o u n c i n g some d a t e s 

h e r e . These a r e t e n t a t i v e d a t e s f o r Commission 

h e a r i n g s i n 1992. C u r r e n t l y we d o n ' t p l a n t o 

have a December m e e t i n g . But i n J a n u a r y , we've 

g o t J a n u a r y 16, t h a t ' s a T h u r s d a y . I n F e b r u a r y , 

F e b r u a r y 27 -- a g a i n , t h e s e a r e a l l T h u r s d a y s . 

That J a n u a r y -- or F e b r u a r y 27 w i l l be t h e gas 

p r o r a t i o n h e a r i n g f o r t h e n e x t s i x months, w h i c h 

w i l l b e g i n A p r i l 1. March 12, A p r i l 9, May 2 1 , 

and June 18. 

Now, t h o s e d a t e s a r e s u b j e c t t o change,, 

b u t I wanted t o p u t t h o s e o u t t o you i n case 

t h e r e ' s any known c o n f l i c t s t h a t you have, 

e s p e c i a l l y f o r my f e l l o w c o m m i s s i o n e r s h e r e , i f 

t h e y have a p r o b l e m w i t h them, w e ' l l change them 

a r o u n d . 

W e ' l l b e g i n by c a l l i n g Case No. 10398. 

MR. STOVALL: I n t h e m a t t e r o f t h e 

h e a r i n g c a l l e d by 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 

RODRIGUEZ-VESTAL REPORTING, INC. 
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on i t s own m o t i o n t o amend R u l e s 403 and 1110 o f 

t h e G e n e r a l R u l e s and R e g u l a t i o n s o f t h e D i v i s i o n 

by a d o p t i n g a l t e r n a t e methods f o r m e a s u r i n g and 

r e p o r t i n g gas p r o d u c t i o n f r o m low c a p a c i t y 

we l i s . 

Mr. Chairman, t h i s case was h e a r d a t 

t h e l a s t Commission h e a r i n g . I t i s on t h e d o c k e t 

s i m p l y because t h e r e was a d v e r t i s i n g t h a t d i d n o t 

g e t i n a l l t h e p a p e r s as r e q u i r e d under t h e 

r u l e s . There i s n o t h i n g a d d i t i o n a l t o p r e s e n t i n 

t h i s c ase, u n l e s s anybody e l s e h e r e has a n y t h i n g . 

CHAIRMAN LeMAY: I s t h e r e anyone t h a t 

has a n y t h i n g a d d i t i o n a l t o p r e s e n t i n t h i s Case 

10398? I f n o t , we s h a l l c o n t i n u e t o t a k e t h a t 

case 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 . ) 

RODRIGUEZ-VESTAL REPORTING, I N C . 
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CHAIRMAN LeMAY: I f w e ' l l t a k e our 

s e a t s , w e ' l l g e t underway. T h i s i s t h e O i l 

C o n s e r v a t i o n Commission. My name i s B i l l LeMay. 

On my l e f t i s Commissioner B i l l Weiss, on my 

r i g h t , Commissioner Jamie B a i l e y . 

And good m o r n i n g . We s h a l l c a l l t h e 

f i r s t c ase, Case No. 9068. 

MR. STOVALL: A p p l i c a t i o n o f Sage 

Energy Company f o r s a l t w a t e r d i s p o s a l , Lea 

County, New Me x i c o . Mr. Chairman, I b e l i e v e t h i s 

case i s g o i n g t o be d i s m i s s e d , b u t I d o n ' t know 

i f anybody i s g o i n g t o e n t e r an ap p e a r a n c e o r 

o t h e r w i s e i n t h e case. 

CHAIRMAN LeMAY: We were i n f o r m e d i t 

was g o i n g t o be d i s m i s s e d . 

Mr. K e l l a h i n , d i d you a t one t i m e 

r e p r e s e n t Mr. E t c h e b e r r y , who I t h i n k was t h e — 

MR. KELLAHIN: No, s i r , n o t i n t h i s 

c ase. 

CHAIRMAN LeMAY: Not i n t h i s case. 

MR. STOVALL: T h i s i s an o l d case t h a t 

a p p a r e n t l y was on t h e d o c k e t o r c o n t i n u e d 

i n d e f i n i t e l y and has been b r o u g h t up, and I 

b e l i e v e we have c o r r e s p o n d e n c e i n t h e f i l e t h a t 

w o u l d a u t h o r i z e and r e q u e s t a d i s m i s s a l o f t h i s 

RODRIGUEZ-VESTAL REPORTING 
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case . 

CHAIRMAN LeMAY: I s t h e r e anyone 

o b j e c t i n g t o t h e d i s m i s s a l o f Case No. 9068? I f 

n o t , t h a t case s h a l l be d i s m i s s e d . 

And we s h a l l c a l l Case 10398, I n t h e 

m a t t e r o f t h e h e a r i n g c a l l e d by 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 on i t s own m o t i o n t o amend 

R u l e s 403 and 1110 o f t h e G e n e r a l R u l e s and 

R e g u l a t i o n s o f 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 by a d o p t i n g a l t e r n a t i v e methods f o r 

m e a s u r i n g and r e p o r t i n g gas p r o d u c t i o n f r o m low 

c a p a c i t y w e l l s . 

A ppearances i n t h e Case 10398. 

MR. STOVALL: R o b e r t G. S t o v a l l o f 

Santa Fe on b e h a l f o f t h e D i v i s i o n . 

CHAIRMAN LeMAY: And how many w i t n e s s e s 

do you have, Mr. S t o v a l l ? 

MR. STOVALL: I have one a c t u a l w i t n e s s 

f o r t h e D i v i s i o n . I w i l l a l s o be s p o n s o r i n g and 

i n t r o d u c i n g a r e p r e s e n t a t i v e f r o m t h e BLM who 

w i l l p r o v i d e some comment on t h e i r p o s i t i o n . 

CHAIRMAN LeMAY: Thank y o u. Mr. C a r r . 

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

Commission, my name i s W i l l i a m F. C a r r w i t h t h e 

law f i r m , C a m p b e l l , C a r r , Berge & S h e r i d a n o f 

RODRIGUEZ-VESTAL REPORTING 
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Santa Fe. I r e p r e s e n t Amoco P r o d u c t i o n Company, 

and I have one w i t n e s s . 

CHAIRMAN LeMAY: Thank y o u . A d d i t i o n a l 

a p p e a r a n c e s ? 

MR. McCORD: Mr. Chairman, I'm K e v i n 

McCord f r o m F a r m i n g t o n , New M e x i c o . I'm 

a p p e a r i n g on b e h a l f o f my company, KM P r o d u c t i o n 

Company, and a l s o R o b e r t L. B a y l e s s , p r o d u c e r 

f r o m F a r m i n g t o n . I have a l e t t e r I ' d l i k e t o 

p r e s e n t a f t e r t h e t e s t i m o n y i s g i v e n . 

CHAIRMAN LeMAY: Thank y o u , Mr. 

McCord. Do you have any w i t n e s s e s ? 

MR. McCORD: I do n o t . 

CHAIRMAN LeMAY: Any a d d i t i o n a l ? 

MR. PEARCE: May i t p l e a s e t h e 

Commission, I'm W. P e r r y Pearce f r o m t h e law 

f i r m , Montgomery & Andrews, a p p e a r i n g i n t h i s 

m a t t e r on b e h a l f o f E l Paso N a t u r a l Gas Company. 

CHAIRMAN LeMAY: Do you have any 

w i t n e s s e s ? 

MR. PEARCE: I have one w i t n e s s t o be 

sworn. 

CHAIRMAN LeMAY: A d d i t i o n a l a p p e a r a n c e s 

i n t h e case? 

MR. KELLAHIN: Mr. Chairman, I'm Tom 

RODRIGUEZ-VESTAL REPORTING 
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K e l l a h i n o f t h e Santa Fe law f i r m o f K e l l a h i n , 

K e l l a h i n & A u b r e y , a p p e a r i n g t o d a y on b e h a l f o f 

t h e New Mexico O i l and Gas A s s o c i a t i o n . 

CHAIRMAN LeMAY: Do you have any 

w i t n e s s e s ? 

MR. KELLAHIN: No, s i r . 

CHAIRMAN LeMAY: A d d i t i o n a l a p p e a r a n c e s 

i n t h e case? W e ' l l have an o p p o r t u n i t y a t t h e 

end f o r s t a t e m e n t s . 

W i l l t h o s e w i t n e s s e s t h a t w i l l be 

g i v i n g t e s t i m o n y p l e a s e r i s e and r a i s e y o u r r i g h t 

hand . 

(The w i t n e s s e s were d u l y sworn.) 

CHAIRMAN LeMAY: Mr. S t o v a l l . 

MR. STOVALL: J u s t t o l a y a b a c k g r o u n d 

f o r t h e r e c o r d , b e f o r e I a c t u a l l y c a l l my f i r s t 

w i t n e s s , Mr. Chairman, l e t me e x p l a i n t h e p u r p o s e 

o f t h i s case. I t h i n k e v e r y b o d y r e a l l y 

u n d e r s t a n d s what i t ' s a b o u t . 

One o f t h e p r o b l e m s t h a t ' s been 

i d e n t i f i e d o v e r t h e p a s t two or t h r e e y e a r s i s 

t h e economic b u r d e n o f i n d i v i d u a l l y m e t e r i n g o r 

m e a s u r i n g gas p r o d u c e d by what has been c a l l e d 

s m a l l volume w e l l s . 

Over a p e r i o d o f t i m e , t h e r e ' s been 

RODRIGUEZ-VESTAL REPORTING 
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some q u e s t i o n as t o what a c t u a l l y c o n s t i t u t e s a 

s m a l l volume w e l l . I s i t a w e l l t h a t p r o d u c e s 

under 100 Mcf a day, under 50 Mcf a day, under 

25? 

The e c o n o m i c s , o f c o u r s e , a r e 

p a r t i c u l a r t o an i n d i v i d u a l company, b u t t h e 

common theme r u n n i n g t h r o u g h a l l t h e d i s c u s s i o n s 

has been t h a t when a gas w e l l r e a c h e s a c e r t a i n 

l e v e l o f p r o d u c t i o n , i t i s no l o n g e r i n t o d a y ' s 

gas m a r k e t a t t o d a y ' s gas p r i c e s , and w i t h t h e 

c o m p e t i t i v e n a t u r e o f t h e m a r k e t , i t i s no l o n g e r 

e c o n o m i c a l l y f e a s i b l e t o i n d i v i d u a l l y meter w i t h 

p r o v e n m e t e r s t h e gas f l o w i n g f r o m t h o s e w e l l s . 

T h i s d i s c u s s i o n was o r i g i n a l l y 

i n i t i a t e d , I b e l i e v e , by E l Paso N a t u r a l Gas 

about t h r e e y e a r s ago, and t h e y s t a r t e d p r o p o s i n g 

a l t e r n a t i v e methods f o r m e a s u r i n g gas f r o m low 

volume w e l l s , o f w h i c h t h e r e a r e many. And t h e r e 

w i l l be t e s t i m o n y a b o u t t h a t i n t h e c o u r s e o f 

t h i s h e a r i n g . 

C o s t s o f t h o s e measurements w i t h t h e 

t e s t i n g r e q u i r e m e n t s o f t h e OCD and t h e v a r i o u s 

r o y a l t y r e g u l a t i n g a g e n c i e s a r e s i g n i f i c a n t . The 

b e n e f i t s d e r i v e d a r e r e l a t i v e l y low. And t h e n e t 

r e s u l t i s t h a t a l a r g e number o f w e l l s -- and 
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w e ' l l use t h e t e r m 100 Mcf a day as t h e s t a r t i n g 

p o i n t f o r a low volume measurement — a l a r g e 

number o f t h o s e w e l l s a r e s u b j e c t t o t h e 

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

p e r m a n e n t l y l o s t as a r e s u l t o f t h e expenses o f 

m e a s u r i n g t h e volume. Yet many o f t h o s e w e l l s 

a r e w e l l s w h i c h a r e i n t h e s o - c a l l e d t a i l end o f 

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

i n f a c t , f l a t t e n e d o u t t o a l a r g e e x t e n t . These 

w e l l s p r o d u c e t h e s e low volumes s t e a d i l y f o r 

s t i l l many y e a r s t o come i f t h e y a r e a l l o w e d t o 

p r o d u c e a t economic l e v e l s . 

As a r e s u l t o f t h e e f f o r t s , Mr. J e r r y 

S e x t o n w i l l d i s c u s s t h e c o m m i t t e e e f f o r t s t h a t 

were p e r f o r m e d t o s t u d y t h e p r o b l e m and t o come 

up w i t h a recommended s o l u t i o n . I n v o l v e d i n 

t h o s e d i s c u s s i o n s -- i n a d d i t i o n t o t h e OCD, 

w h i c h r e a l l y has a r e l a t i v e l y s i m p l e r u l e , i t 

says gas w i l l be measured under t h e c u r r e n t 

r u l e — i n v o l v e d i n t h e d i s c u s s i o n s a l s o were t h 

S t a t e Land O f f i c e , w h i c h o b v i o u s l y has a 

s i g n i f i c a n t i n t e r e s t as a r o y a l t y owner i n 

p r o d u c t i o n . They have t h e i r own s e t o f r u l e s as 

t o w h a t ' s r e q u i r e d i n t e r m s o f measurement f o r 

gas p r o d u c e d on s t a t e l e a s e s . 
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A l s o i n v o l v e d i n t h e d i s c u s s i o n was t h e 

Bureau o f Land Management, w h i c h , as we a l l know, 

has a s i g n i f i c a n t amount o f a c r e a g e i n New Mexico 

f r o m w h i c h gas i s p r o d u c e d . They a l s o have t h e i r 

s e t o f r u l e s and r e q u i r e m e n t s f o r measurement o f 

gas t o w h i c h t h e y a r e e n t i t l e d t o r o y a l t y . 

They have a l l p a r t i c i p a t e d i n t h e 

d i s c u s s i o n s . And t h e BLM w i l l be h e r e t o d a y t o 

i n p u t t h e i r comments. I d o n ' t know i f t h e S t a t e 

Land O f f i c e has anybody. There were no 

ap p e a r a n c e s by t h e S t a t e Land O f f i c e . 

The n e t r e s u l t i s t h a t f r o m t h e 

s t a n d p o i n t o f 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 what 

i s p r o p o s e d i s an amendment t o Rule 403, w h i c h 

r u l e i s e n t i t l e d , " N a t u r a l Gas f r o m Gas W e l l s t o 

be Measured." The r u l e , as i t s t a n d s now, v e r y 

s i m p l y says t h a t gas w i l l be measured b e f o r e i t ' s 

t r a n s p o r t e d t o a t r a n s p o r t a t i o n — d e l i v e r e d t o a 

t r a n s p o r t a t i o n f a c i l i t y . 

What i s p r o p o s e d i s a change w h i c h w i l l 

p r o v i d e f o r a l t e r n a t i v e methods o f measurements 

as a p p r o v e d by t h e D i s t r i c t S u p e r v i s o r . And I ' l l 

have Mr. S e x t o n go i n t o t h e s p e c i f i c s o f t h a t 

when I p u t him on. 

The changes a r e r e l a t i v e l y s i m p l e . The 
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changes have a l l been r e v i e w e d by i n d u s t r y . And 

t o t h e b e s t o f my k n o w l e d g e , we have one 

recommended change. Amoco P r o d u c t i o n , I b e l i e v e , 

w i l l make a r e c o m m e n d a t i o n . I j u s t saw i t t h i s 

m o r n i n g , and I c a n ' t comment on t h a t a t t h i s 

t i m e . 

A l s o p r o p o s e d f o r a d d i t i o n i s a, what 

was a d v e r t i s e d as an amendment t o R ule 1110, 

p r o v i d i n g f o r a new Form C-110, w h i c h w o u l d be 

t h e f o r m w h i c h w o u l d be f i l e d t o r e q u e s t a p p r o v a l 

f r o m t h e d i s t r i c t , OCD D i s t r i c t O f f i c e , f o r t h i s 

a l t e r n a t i v e measurement method. 

One change t h a t Mr. S e x t o n w i l l t e s t i f y 

t o , when we chose t h i s r u l e number, was because 

i t was an unused f o r m and r u l e number i n t h e 

c u r r e n t OCD r u l e s -- we s u b s e q u e n t l y l e a r n e d t h a t 

t h e C-110 used t o be a m a j o r f o r m i n t h e OCD 

s y s t e m -- and because o f some c o n c e r n s t h a t t h e r e 

c o u l d be c o n f u s i o n between an o l d C-110 and a new 

C-110, we a r e p r o p o s i n g t o d a y t h a t t h i s new r u l e 

be m o d i f i e d t o be R u le 1136 i n t h e Form BC-136. 

But o t h e r t h a n t h a t , t h e r e a r e no changes t o t h e 

p r o p o s a l . 

The f o r m w i l l be a t t a c h e d and s u b m i t t e d 

as an e x h i b i t , b u t t h e f o r m , o f c o u r s e , i s n o t 
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a d o p t e d by r u l e ; i t ' s j u s t t h e r e f o r 

i n f o r m a t i o n a l p u r p o s e s and f o r comment. The 

f i n a l f o r m w i l l be a d o p t e d by t h e D i v i s i o n . 

V e r y q u i c k l y , t h e o r d e r o f 

p r e s e n t a t i o n , I ' l l p r e s e n t Mr. S e x t o n , D i s t r i c t 

S u p e r v i s o r f r o m Hobbs, who w i l l t a l k a b o u t t h e 

h i s t o r y and t h e s p e c i f i c p r o p o s a l . Then I ' l l ask 

Mr. Joe Chesser f r o m t h e BLM, w e ' l l i n t r o d u c e 

h i m , and he w i l l make a comment w i t h r e s p e c t t o 

t h e BLM's p o s i t i o n and c o n c e r n s w i t h r e s p e c t t o 

t h i s r u l e and w i t h r e s p e c t t o t h e f e d e r a l r u l e s 

w i t h r e s p e c t t o measurement o f gas. 

A f t e r t h a t Mr. Pe a r c e , I b e l i e v e , w i l l 

p r e s e n t -- I'm n o t n e c e s s a r i l y s p e c i f y i n g t h e 

o r d e r -- Mr. C a r r o l l C r a w f o r d , who has been t h e 

ma j o r i n i t i a t o r o f t h i s a c t i o n and who has done 

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

who w i l l b a s i c a l l y p r e s e n t t h e b a c k g r o u n d , 

j u s t i f i c a t i o n , and e v a l u a t i o n o f a l t e r n a t i v e 

measurement methods t o show t h a t i n f a c t t h e r e 

a r e methods o t h e r t h a n c u r r e n t m e t e r i n g w h i c h 

a r e — w i l l p r o v i d e a c c e p t a b l e l e v e l s o f a c c u r a c y 

i n measurement a t a much l o w e r c o s t t o a l l 

p a r t i e s c o n c e r n e d t o e n a b l e t h e s e gas w e l l s t o 

s t a y i n p r o d u c t i o n . 
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I b e l i e v e Amoco P r o d u c t i o n , as I s t a t e d 

b e f o r e , w i l l p r e s e n t a w i t n e s s who has a p r o p o s e d 

a d d i t i o n a l m o d i f i c a t i o n t o t h e r u l e t o a d d r e s s 

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

c o n d i t i o n s . And any o t h e r i n d u s t r y p a r t i e s who 

have comments or o t h e r i n p u t w i l l t h e n , o f 

c o u r s e , have an o p p o r t u n i t y . 

W i t h o u t f u r t h e r ado, I c a l l Mr. J e r r y 

S e x t o n a t t h i s t i m e . 

CHAIRMAN LeMAY: J u s t one moment, Mr. 

S t o v a l l , i f I can. I s t h e r e anyone t h a t w o u l d 

l i k e t o make an o p e n i n g s t a t e m e n t , e s p e c i a l l y i f 

t h e y ' r e i n o p p o s i t i o n t o t h e a d o p t i o n o f t h e 

r u l e s f o r low volume gas? 

Okay. T h a t ' s f i n e . Thank you. You 

may c o n t i n u e . 

JERRY SEXTON 

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

d u l y s w o r n, was examined and t e s t i f i e d as 

f o 1 l o w s : 

EXAMINATION 

BY MR. STOVALL: 

Q. Would y o u , p l e a s e , s t a t e y o u r name and 

p l a c e o f r e s i d e n c e . 

A. J e r r y S e x t o n f r o m Hobbs, New M e x i c o . 
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Q. And how a r e you employed, Mr. Sexton? 

A. Employed by 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 as D i s t r i c t S u p e r v i s o r o f D i s t r i c t I . 

Q. And how l o n g have you been w i t h 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 ? 

A. S i x t e e n y e a r s . 

Q. And 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 D i v i s i o n o r t h e Commission and had 

y o u r c r e d e n t i a l s a c c e p t e d ? 

A. Yes. 

Q. Have you been i n v o l v e d i n s t u d i e s i n 

volume i n v o l v i n g t h e measurement o f low volume 

gas w e l l s , gas p r o d u c t i o n , and how t o r e d u c e 

c o s t s o f m e a s u r i n g t h a t gas? 

A. Yes, I was t h e c h a i r m a n o f t h e 

c o m m i t t e e t h a t was f o r m e d t o l o o k i n t o t h e 

p r o b l e m s o f t h e low volume gas w e l l s . 

MR. STOVALL: Mr. Chairman, I am n o t 

a c t u a l l y o f f e r i n g Mr. S e x t o n as a p a r t i c u l a r 

e x p e r t i n any f i e l d , b u t I t h i n k h i s b a c k g r o u n d 

and e x p e r i e n c e speaks f o r i t s e l f . And h i s 

t e s t i m o n y i s g o i n g t o be o f f e r e d t o show how t h e 

c o m m i t t e e has worked and what t h e r e c o m m e n d a t i o n s 

a r e . And i f you w i s h t o have him q u a l i f i e d as an 

e x p e r t — 
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CHAIRMAN LeMAY: I t h i n k Mr. S e x t o n i s 

q u a l i f i e d t o speak now on t h e s u b j e c t . 

Q. Mr. S e x t o n , w o u l d you j u s t f o r t h e 

Commission b r i e f l y go t h r o u g h t h e h i s t o r y o f how 

t h i s p r o j e c t e v o l v e d and what has caused us t o 

come t o t h i s h e a r i n g t o d a y . 

A. W e l l , f o r s e v e r a l y e a r s now we've been 

l o o k i n g a t t h e p r o b l e m w i t h t h e low volume gas 

w e l l s , and i t e s p e c i a l l y a c c e l e r a t e d as t h e p r i c < 

o f n a t u r a l gas f e l l . And two y e a r s ago we were 

t h i n k i n g we had i t t a k e n c a r e o f by some mi n o r 

changes i n f r e q u e n c y o f m e t e r i n g and some o t h e r 

s m a l l changes i n t h e r u l e s t h a t w o u l d r e d u c e t h e 

c o s t f o r t h e p i p e l i n e s t o measure t h i s gas. 

But w i t h t h e d r o p o f gas p r i c e s , and I 

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

p r e s s u r e s have gone up and we've g o t a l o t more 

w e l l s p r o d u c i n g v e r y , v e r y m a r g i n a l w e l l s . We 

g o t down t o t h e p o i n t where t h e r e was -- we 

e i t h e r made some r e a l e x c e p t i o n s t o our p a s t 

knowledge -- and I'm t h e same way -- when you 

t h i n k o f m e t e r i n g gas, you t h i n k o f j u s t h a v i n g 

m e t e r s on them. 

But when t h e gas volumes g o t down t o 

below 15 Mcf a day a t t h e c u r r e n t p r i c e s , t h e r e 
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was no way you c o u l d c o n s i d e r g o i n g ahead w i t h 

m e t e r i n g . I t was e i t h e r an a l t e r n a t i v e method 

had t o be a p p r o v e d , o r t h e w e l l s were g o i n g t o be 

s h u t i n or d i s c o n n e c t e d . And so t h i s i s one 

r e a s o n t h a t r e a l l y a c c e l e r a t e d t h e s e new 

p r o p o s a l s . 

Q. Mr. S e x t o n , I m i g h t i n t e r r u p t you 

h e r e . Do you have a r o u g h i d e a o f what number o f 

w e l l s m i g h t be i n v o l v e d and m i g h t b e n e f i t f r o m 

a l t e r n a t i v e p r o p o s a l s t h a t we're making? 

A. L a s t y e a r o v e r 2,000 w e l l s i n t h e 

n o r t h w e s t t h a t were p r o d u c i n g l e s s t h a n 15 Mcf 

day, and now I b e l i e v e i t ' s c o n s i d e r a b l e f r o m 

t h a t . My u n d e r s t a n d i n g i s t h a t t h e r e ' s o v e r 

2,000 w e l l s t o d a y t h a t w i l l be c o n s i d e r e d f o r use 

of t h i s a l t e r n a t i v e method o f m e t e r i n g t h a t i s 

b e i n g p r e s e n t e d t o d a y . 

Q. Now, i s i t y o u r u n d e r s t a n d i n g t h a t 

t h o s e 2,000 w e l l s have a s u f f i c i e n t economic 

l i f e , i f t h i s p r o p o s a l i s a d o p t e d , t o j u s t i f y 

c o n t i n u i n g p r o d u c t i o n f o r a number o f y e a r s and 

s u b s t a n t i a l volume? 

A. Yes, I t h i n k t h e r e w i l l be l o n g - l i f e 

w e l l s i n t h e n o r t h w e s t a t low volu m e s . And l i n e 

p r e s s u r e s a r e a p r o b l e m , so t h i s may be a 
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s h o r t - t e r m s o l u t i o n where f i v e y e a r s f r o m now, as 

a d d i t i o n a l c a p a c i t y up t h e r e , where t h e y can g e t 

a t a l o w e r p r e s s u r e , I l o o k f o r t h e s e methods t o 

come i n and o u t . 

And, a l s o , we s e t t h i s up t o where, 

a l t h o u g h we're p r o p o s i n g one method t o d a y t o be 

a p p r o v e d , i t a l s o s e t s up an o u t l i n e f o r o t h e r 

i n n o v a t i v e t h i n k e r s t o come t o t h e d i s t r i c t s w i t h 

o t h e r methods o f n o n - m e t e r i n g gas s i n c e t h e o n l y 

a l t e r n a t i v e o f n o n - m e t e r i n g o f gas i s 

d i s c o n n e c t i n g . 

And we a l s o u n d e r s t a n d t h a t we o n l y 

have so much t o do w i t h i t ; t h a t t h e r o y a l t y 

o wners, t h e BLM, and t h e S t a t e Land D e p a r t m e n t 

w o u l d a l s o have t o be c o n s u l t e d . But what we d i d 

n o t want our r u l e s t o do i s n o t h o l d back and t o 

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

Q. Mr. S e x t o n , I ' d ask you t o t u r n t o 

D i v i s i o n E x h i b i t No. 1. I f anybody needs a copy 

o f i t , t h a t ' s t h e p r o p o s e d r u l e , I s t i l l have 

some c o p i e s . Would you e x p l a i n t o t h e Commission 

and t h o s e who a r e p r e s e n t what changes a r e 

p r o p o s e d t o Rule 403, w h i c h i s e n t i t l e d , " N a t u r a l 

Gas f r o m Gas W e l l s t o be Measured." 

A. Rule 403(A) i s t h e same as was i n t h e 
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p r e v i o u s r u l e . We s t a r t e d changes f o r Rule 

4 0 3 ( B ) . And t h i s j u s t s e t s o u t two ways t h a t --

number one, a way o f p r o d u c i n g s e t t l e m e n t o f gas 

f o r 5 Mcf a day. 

I f t h e p r o d u c e r and t h e p i p e l i n e can 

ag r e e on some volume, e i t h e r f r o m l a s t y e a r ' s 

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

s e t t l e m e n t based on t h i s a g reement. And t h i s 

w i l l a l s o r e q u i r e agreement f r o m t h e r o y a l t y . 

And we have a f o r m t h a t you can s u b m i t 

t h i s d a t a t o us, and w e ' l l a c c e p t i t o r deny i t , 

d e p e n d i n g what i s t h e r e . And t h e n f r o m w e l l s 

m aking f r o m 5 t o 15 Mcf, i t s e t s up a p r o c e d u r e 

where you can g e t a r a t e p e r h o u r , p u t i n an hour 

r a t e , o r hour meter on t h e r e , and come up w i t h a 

volume o f gas t h a t w i l l be a c c e p t a b l e t o b o t h t h e 

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

And t h i s i s one o f t h e t h i n g s t h a t we 

s e t t h a t t h i s does n o t say t h e p i p e l i n e s have t h e 

r i g h t t o do t h i s w i t h o u t t h e p r o d u c e r s ' a p p r o v a l , 

n o r do t h e p r o d u c e r s say t o t h e p i p e l i n e , "We 

want t o use t h i s . " I t t a k e s b o t h a p p r o v a l s , so 

we f e e l l i k e t h e r e i s some hands-on agreements 

t h a t have t o be made t h a t somewhat p r o t e c t s t h e 

r e s t o f us. 
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Q. I n o t h e r w o r d s , i f I c o u l d j u s t r e s t a t e 

t o make s u r e we u n d e r s t a n d i t c l e a r l y , i f a w e l l 

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

t h a n 15 Mcf a day, t h e n t h e p r o p o s a l under t h i s 

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

OCD a p p r o v a l , w o u l d e s t a b l i s h t h e p e r i o d i c 

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

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

A. R i g h t . 

Q. And t h e n t h a t r a t e w o u l d be m u l t i p l i e d 

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

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

o f gas d e t e r m i n e d d u r i n g t h a t r e p o r t i n g p e r i o d ; 

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

A. Yes, uh-huh. 

Q. Now, i f I u n d e r s t a n d t h i s c o r r e c t l y , 

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

t h a n 5 Mcf, t h i s r u l e p r o v i s i o n w i l l r e q u i r e t h a t 

t h e r e be a d e v i c e on t h e w e l l t h a t a c t u a l l y 

measures t h e amount o f t i m e t h a t gas i s a c t u a l l y 

f l o w i n g f r o m t h a t w e l l ? 

A. Yes. 

Q. What a b o u t w e l l s t h a t a r e o f l a r g e r 

c a p a c i t y b u t s t i l l c o n s i d e r e d s m a l l volume and 

uneconomic t o meter i n d i v i d u a l l y ? 
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A. W e l l , we s a i d i n t h e — why we were 

h o l d i n g i t back was t h a t we r e q u i r e d a meter on 

each w e l l , and so we s e t up t o where we c o u l d 

have i t e a s i e r f o r c e n t r a l p o i n t d e l i v e r i e s t o 

become more e f f e c t i v e . 

I n t h e n o r t h w e s t i t ' s o u r u n d e r s t a n d i n g 

t h a t t h e r e ' s a l o t o f l e a s e s t h a t have t h e same 

w o r k i n g u n i t and t h e same r o y a l t y and t h e same 

o p e r a t o r s ; t h a t we w o u l d be r e q u i r i n g w e l l s , even 

low volume w e l l s , t o be m e t e r e d , w h i c h i s an 

expense, a m o n t h l y expense, t h a t r e a l l y i s n ' t 

r e q u i r e d . 

I t was a l w a y s done i n t h e p a s t t o 

p r o t e c t c o r r e l a t i v e r i g h t s and t o make s u r e 

e v e r y o n e ' s p r o r a t i o n u n i t s were coming f r o m t h e 

same -- g e t t i n g a f a i r shake. But w i t h t o d a y ' s 

economic c o n d i t i o n s , we f e l t l i k e any w e l l 

p r o d u c i n g 100 Mcf a day o r l e s s w o u l d n o t a f f e c t 

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

r i g h t s . And we w o u l d g i v e t h e companies t h e 

r i g h t t o p u t one c e n t r a l p o i n t d e l i v e r y meter i n 

t h e r e and a l l o c a t e i t back f r o m w e l l t e s t or 

o t h e r a p p r o v e d ways w h i c h i s a p p r o v e d by t h e 

d i s t r i c t s . 

So t h e y ' l l have one measurement, and 
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t h e y ' l l have t h e o p t i o n t o a l l o c a t e them back t o 

d i f f e r e n t w e l l s on a d i f f e r e n t b a s i s , d e p e n d i n g 

on what t h e y s u b m i t . 

Q. That w o u l d be a p p l i c a b l e t o w e l l s t h a t 

a r e c a p a b l e o f p r o d u c i n g l e s s t h a n 100 Mcf a day? 

A. Yes. 

Q. And t h e o t h e r e l e m e n t i n a c o m m i n g l i n g 

a p p r o v a l , t h e r e must be e n t i r e l y common o w n e r s h i p 

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

A. R i g h t . L i k e I say, i t was our 

u n d e r s t a n d i n g t h a t i t was t h e OCD's r u l i n g s t h a t 

d i d n ' t a l l o w t h i s ; t h a t t h e BLM and S t a t e Land 

O f f i c e d i d n o t c a r e i f i t was a l l one l e a s e , 

w h e t h e r t h e r e was one meter o r t e n m e t e r s . 

Q. Now, a g a i n , I b e l i e v e you made t h e 

s t a t e m e n t , b u t l e t ' s c l a r i f y i t , w i t h r e s p e c t t o 

t h e p r o r a t e d gas p o o l s , i t ' s t h e o p i n i o n o f t h e 

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

t h e p r o r a t i o n s y s t e m because t h e s e s m a l l e r w e l l s 

s h o u l d be m a r g i n a l ? 

A. We w o u l d c o n s i d e r them m a r g i n a l enough 

t h a t any a l l o c a t i o n w o u l d n o t a f f e c t t h e t o t a l 

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

Q. Now, as f a r as a c t u a l l y r e p o r t i n g t h e 

v o l u m e s , what a r e t h e p r o p o s e d r e q u i r e m e n t s as 
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f a r as how volumes w i l l be r e p o r t e d t o t h e 

D i v i s i o n ? 

A. T h e y ' l l be r e p o r t e d , as t h e y have been, 

by t h e p e r - w e l l b a s i s , b u t i t w i l l be on an 

a p p r o v e d method t h a t t h e d i s t r i c t s have 

a p p r o v e d . T h i s p a r t has n o t changed e x c e p t on 

gas w e l l s i t w i l l be s o m e t h i n g o t h e r t h a n 

m e t e r s . 

Q. Now, a g a i n , I t h i n k you s t a t e d , b u t 

l e t ' s r e a f f i r m and c l a r i f y t h a t , t h e s e r u l e s t h a t 

a r e p r o p o s e d , i t i s n o t t h e o p i n i o n o r b e l i e f o f 

t h e OCD t h a t t h e s e w o u l d impose o r change o r 

m o d i f y t h e r e q u i r e m e n t s o f , say, t h e S t a t e Land 

O f f i c e o r t h e Bureau o f Land Management on l e a s e s 

made by t h o s e a g e n c i e s where t h e y have 

r e g u l a t i o n s r e g a r d i n g measurements; i s t h a t 

c o r r e c t ? 

A. W e l l , we do n o t i n t e n d t o s u p e r c e d e 

t h e i r a u t h o r i t y . And t h e s e were some o f t h e 

r u l e s -- we f e l t we're g i v i n g t h e companies our 

r u l e s t h a t were g i v i n g t h e companies p r o b l e m s . 

And t h e y ' v e a l l — a l l t h r e e a g e n c i e s have been 

i n on t h e s e m e e t i n g s . 

And p a r t o f t h e -- as t h e i n d u s t r y 

p o i n t e d o u t t o us, t h a t p a r t o f t h e p r o b l e m w i t h 
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m e t e r i n g was t h e r u l e s t h a t we had i n p l a c e . I n 

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

t h a t we've seen i n t h e p a s t , why, t h e y p r o b a b l y 

w e r e n ' t burdensome, b u t unde r t o d a y ' s economic 

p r e s s u r e s , why, I t h i n k a l l t h r e e a g e n c i e s 

p r o b a b l y had some r u l e s t h a t needed t o be 

u p d a t e d . And i t was l e f t up t o each one t o do 

t h a t and we're d o i n g o u r s t h r o u g h t h i s . 

Q. And t h e BLM and t h e S t a t e Land O f f i c e 

a l l p a r t i c i p a t e d i n t h e c o m m i t t e e work, d i d t h e y 

n o t ? 

A. Yes, uh-huh. 

Q. Now, as f a r as o b t a i n i n g t h e 

a u t h o r i z a t i o n , b r i e f l y , i n my o p e n i n g comment, I 

commented w i t h r e s p e c t t o Rule 1110, and I ' l l ask 

you now t o t u r n t o E x h i b i t 2, t h e second page o f 

t h e p a c k e t . And, f i r s t o f f , I b e l i e v e y o u ' r e t h e 

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

Form C-110; i s t h a t n o t c o r r e c t ? 

A. Yes, uh-huh. 

Q. And i s i t y o u r o p i n i o n t h a t naming t h i s 

new f o r m o f C-110 has t h e p o t e n t i a l t o c r e a t e 

c o n f u s i o n ? 

A. Yes. I t ' s been t h e D i v i s i o n p o l i c y 

t h a t once a usage has been t h e r e , t h a t we l e a v e 
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i t ; we go on w i t h t h e n e x t number i n sequence, 

w h i c h w o u l d be Rule C-136. And C-110 was, i n 

e a r l i e r y e a r s , a c o m p l e t i o n f o r m and had a l o t o f 

t h e d a t a . 

So you w o u l d end up w i t h two C-110 

fo r m s i n t h e w e l l f i l e . And p e o p l e w o u l d c a l l i n 

and say, "Send us a C-110," and i t w o u l d t a k e 

some c l a r i f i c a t i o n by e i t h e r us o r t h e o p e r a t o r 

t o g e t what i s needed. 

Q. Now, w e ' l l p r o p o s e t h a t t h i s new change 

be R u le 1136 and t h e f o r m be numbered C-136. 

Would you j u s t b r i e f l y , l o o k i n g a t E x h i b i t 3, 

comment on how t h a t w o r k s w i t h t h i s p r o c e s s . 

E x p l a i n t h e f o r m and t h e a c t u a l m echanics o f 

i m p l e m e n t i n g t h e new r e q u i r e m e n t s under Rule 

403 . 

A. W e l l , I t h i n k i t w i l l be f a i r l y 

s y s t e m a t i c and s o m e t h i n g t h a t each o p e r a t o r 

s h o u l d have a v a i l a b l e . I t j u s t says how t h e y ' r e 

b a s i n g t h e i r -- what t h e y ' r e a s k i n g f o r , what t h e 

w e l l number i s , and t h e a d d r e s s , and t h e p o o l , 

and t h e n t h e h i s t o r y o f t h e w e l l , shows t h e 

y e a r l y a v e r a g e d a i l y volume by t h e month, and 

what — how t h e y r e a d on t h e — what volume t h e y 

were g o i n g t o use, p r o p o s e , and w h e t h e r t h e w e l l 
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w i l l be e q u i p p e d w i t h t h e equip m e n t t h a t we're 

p r o p o s i n g t o d a y be a p p r o v e d , and t h e gas b o r e s 

c o n n e c t e d t o t h e w e l l . 

And so we t r i e d t o p u t b o t h t h e s e 

e x c e p t i o n s on one f o r m . And i n Ru l e 4 0 3 ( B ) ( 2 ) , 

i t j u s t shows, l i s t s t h e p l a t s s h o w i n g a l l w e l l s 

g o i n g t h r o u g h a c e n t r a l p o i n t d e l i v e r y and w h i c h 

w e l l s p r o d u c e l e s s t h a n 100 Mcf a day and w h i c h 

w e l l s p r o d u c e o v e r 100 Mcf a day and a p r o p o s e d 

method o f a l l o c a t i o n , w h e t h e r i t ' s on a y e a r l y 

t e s t , a m o n t h l y w e l l t e s t , o r how t h e y ' r e g o i n g 

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

d e l i v e r t y back t o a w e l l . 

Q. Now, w o u l d i t be y o u r u n d e r s t a n d i n g 

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

i t does r e q u i r e D i v i s i o n a p p r o v a l b e f o r e t h i s 

a l t e r n a t e method can be i m p l e m e n t e d , and t h e 

D i v i s i o n w o u l d have t h e o p p o r t u n i t y t o l o o k and 

make s u r e t h a t t h e e s t a b l i s h e d o r a g r e e d upon 

r a t e s were r e a s o n a b l e and t h a t e v e r y b o d y , 

p a r t i c u l a r l y t h e f e e r o y a l t y owners' r i g h t s w o u l d 

be p r o t e c t e d by e n s u r i n g t h a t t h e gas was 

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

A. Yes. There w i l l be enough d a t a t h e r e 

f o r t h i s . And t h e n , a l s o , w e ' l l use t h i s f o r m t o 
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s e t up, l i k e I say, f o r someone e l s e t h a t comes 

up w i t h new i d e a s t h a t may n o t l i k e t h i s i d e a , 

b u t t h i n k t h e y w i l l come up w i t h a b e t t e r i d e a , 

where t h e y can s u b m i t i t t h r o u g h . 

And one r e a s o n we want t h e d i s t r i c t 

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

c o m m i t t e e m e e t i n g s , t h a t t o g e t a h e a r i n g l i k e 

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

o p e r a t o r a b o u t $1,000. And t o do t h i s on a 

15-Mcf-a-day w e l l w o u l d , o b v i o u s l y , make t h i s 

u n e c o n o m i c a l . 

You're t a l k i n g a b o u t a $4- o r $500 

t e m p e r a t u r e c o m p e n s a t i o n making i t u n e c o n o m i c a l , 

so a h e a r i n g f o r each new p r o p o s e d r u l e , w e l l s 

making 15 Mcf a day, i s n o t e c o n o m i c a l . 

Q. Now, was i t a l s o y o u r u n d e r s t a n d i n g 

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

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

say, f o r c o m m i n g l i n g where t h e r e were d i f f e r i n g 

i n t e r e s t s i n t h e w e l l s o r o t h e r p r o v i s i o n s where 

e x c e p t i o n s t o t h e r u l e s c o u l d be g r a n t e d under 

t h e e x i s t i n g r u l e s ? 

A. Yes, I t h i n k y o u ' l l see more o f t h i s . 

But r i g h t now, u n t i l we r e v i s e our c o m m i n g l i n g 

r u l e s , you w o u l d have t o come t o a h e a r i n g f o r 
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a n y t h i n g e x c e p t where r o y a l t y and w o r k i n g 

i n t e r e s t s a r e t h e same, 

Q • I guess my q u e s t i o n was, you w o u l d n o t 

be p r e c l u d e d f r o m d o i n g t h a t w i t h t h i s new sy s t e m 

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

A . No . 

Q. So wh a t , i n c o n c l u s i o n , t h e n was i t 

y o u r b e l i e f t h a t t h i s s y s t e m , i n f a c t , adds 

f l e x i b i l i t y , g i v e s a l i t t l e g r e a t e r f r e e d o m t o 

t h e o p e r a t o r s o f t h e s e low volumes w e l l s and t h e 

p i p e l i n e s t r a n s p o r t i n g t h e gas t o , i n f a c t , keep 

t h e w e l l s on p r o d u c t i o n f o r an e x t e n d e d p e r i o d ? 

A. Yes. We f e l t l i k e t h i s w o u l d c l e a r up 

t h e r e g u l a t o r y p r o b l e m s caused by t h e OCD t h a t 

was h i n d e r i n g low volume w e l l s b e i n g k e p t on 

p r o d u c t i o n . And i t g o t t o t h e p o i n t where i t was 

o b v i o u s t h a t w i t h o u t some f l e x a b i l i t y t h e s e w e l l s 

w o u l d be d i s c o n n e c t e d . 

Q. Which w o u l d r e s u l t i n w a s t e ; i s t h a t 

c o r r e c t ? 

A. Yes. 

Q. And do you b e l i e v 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 o f t h e owners o f i n t e r e s t s a r e a d e q u a t e l y 

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

A. At t h e s e r a t e s I do. 
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Q • Do you have a n y t h i n g f u r t h e r you w i s h 

t o add t o y o u r t e s t i m o n y ? 

A . No . 

MR. STOVALL: I have n o t h i n g f u r t h e r o f 

t h i s w i t n e s s . 

CHAIRMAN LeMAY: Do you w i s h t o --

MR. STOVALL: Yes, I do. I w i s h t o 

move t h e a d m i s s i o n o f E x h i b i t s 1, 2, and 3. I'm 

s o r r y . 

E x h i b i t s 1, 2, and 3 w i l l be a d m i t t e d i n t o t h e 

r e c o r d . 

Some q u e s t i o n s o f t h e w i t n e s s ? Yes, 

p l e a s e . D i d you want t o ask a q u e s t i o n ? 

MR. BUTLER: Yes. 

MR. STOVALL: I w i l l ask t h a t you s t a t e 

y o u r name f o r t h e r e c o r d and i d e n t i f y y o u r s e l f so 

we can know who you a r e when we r e a d t h e 

t r a n s c r i p t . 

CHAIRMAN LeMAY: W i t h o u t o b j e c t i o n , 

MR. BUTLER: My name i s Bob B u t l e r . I 

r e p r e s e n t Warren P e t r o l e u m . We a r e a gas 

p r o c e s s o r . 

EXAMINATION 

BY MR. BUTLER: 

I have some q u e s t i o n s a b o u t t h e 
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s p e c i f i c w o r d i n g o f t h e p r o p o s e d changes. 

S p e c i f i c a l l y , i n 4 0 3 ( B ) ( 1 ) , t h e r e ' s a r e f e r e n c e 

t o a measurement method a g r e e d upon by t h e 

o p e r a t o r and t h e p i p e l i n e . I assume t h a t by a 

" p i p e l i n e , " you a l s o mean gas g a t h e r e r s ? 

A. Yes. 

Q. I j u s t want t o c l a r i f y t h a t , where we 

w o u l d f i t i n t o t h i s r e g u l a t i o n . A l s o , I ' d l i k e 

t o c l a r i f y t h a t 4 0 3 ( B ) ( 1 ) w o u l d n o t a p p l y i f 

t h e r e ' s no agreement between t h e o p e r a t o r and t h e 

gas g a t h e r e r . I t ' s n o t a m a n d a t o r y p r o v i s i o n ; i t 

i s based upon an agreement? 

A. R i g h t . I t i s an agreement. 

MR. BUTLER: Okay. Thank you. 

CHAIRMAN LeMAY: Thank y o u , Mr. 

B u t l e r . 

A d d i t i o n a l q u e s t i o n s ? Commissioner 

Ba i l e y . 

EXAMINATION 

BY COMMISSIONER BAILEY: 

Q. What OCD employee w o u l d be r e s p o n s i b l e 

f o r r e v i e w i n g and a p p r o v i n g t h e s e f o r m s ? Would 

i t be D i s t r i c t S u p e r v i s o r t y p e a p p r o v a l , o r w o u l d 

i t be l o w e r e c h e l o n o r — 

A. No. I w i l l p u t i t t h i s way, i n Hobbs 
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i t w o u l d be t h e D i s t r i c t S u p e r v i s o r . And I f e e l 

l i k e F r a n k i s h e r e , b u t t h e D i s t r i c t S u p e r v i s o r 

u s u a l l y s i g n s a l l f o r m s t h a t come i n or t h e ones 

a c t i n g i n h i s — 

COMMISSIONER BAILEY: T h a t ' s a l l . 

CHAIRMAN LeMAY: Commissioner Weiss? 

COMMISSIONER WEISS: Yes. 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. On ( B ) ( 2 ) when you t a l k a b o u t a 

common -- w e l l , a l e a s e and common w o r k i n g 

i n t e r e s t , e t c e t e r a , does t h a t mean i t ' s t h e same 

r e s e r v o i r , o r c o u l d t h e r e be two d i f f e r e n t 

r e s e r v o i r s i n v o l v e d ? 

A. I f you have two d i f f e r e n t r e s e r v o i r s , I 

t h i n k you w o u l d p r o b a b l y have t o come t o t h e 

D i v i s i o n t o g e t a p p r o v a l . What t h i s i s p r i m a r i l y 

s e t up t o do i s f o r one r e s e r v o i r so you can 

a l l o c a t e i t . Most o f o u r s a r e done w i t h p o o l s . 

E v e r y t h i n g i s c o n s i d e r e d t h e same b u t — 

COMMISSIONER WEISS: I t j u s t o c c u r r e d 

t o me i f you had one w e l l much deeper t h a n t h e 

o t h e r s . 

MR. STOVALL: Commissioner Weiss, t h e r e 

i s an a p p r o v a l p r o c e s s f o r downhole c o m m i n g l i n g 
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w h i c h w o u l d a d d r e s s t h e c o m m i n g l i n g o f two 

r e s e r v o i r s i n t h e b o r e as opposed t o a d u a l 

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

q u e s t i o n . That p r o c e s s w o u l d n ' t change. 

THE WITNESS: I f t h e y ' r e u s i n g a 

c e n t r a l p o i n t d e l i v e r y a t t h i s t i m e . B i l l , 

b etween two zones, t h e y ' v e a l r e a d y had t o come t 

t h e D i v i s i o n t o g e t a p p r o v a l f o r t h i s . 

COMMISSIONER WEISS: I d o n ' t know i f 

t h a t needs t o be m e n t i o n e d t h e r e o r n o t . 

THE WITNESS: I t p r o b a b l y s h o u l d be 

c l a r i f i e d . S h o u l d be c o n s i d e r e d anyhow. 

COMMISSIONER WEISS: And t h e n I d o n ' t 

know i f y o u ' r e t h e p e r s o n t o ask, b u t what i s t h 

range o f e r r o r i n t h e s e new d e v i c e s y o u ' r e 

t a l k i n g a b o u t . 

MR. STOVALL: Commissioner Weiss, i f I 

may, C a r r o l l C r a w f o r d f r o m E l Paso N a t u r a l Gas i 

g o i n g t o d i s c u s s t h e a c t u a l methods t h a t ' s used. 

And he may be a b e t t e r w i t n e s s t o answer t h o s e 

s p e c i f i c q u e s t i o n s , i f t h a t ' s a g r e e a b l e w i t h you 

COMMISSIONER WEISS: F i n e . 

CHAIRMAN LeMAY: I ' v e g o t two on C 

on y o u r E x h i b i t No. 1. I d o n ' t have a n y t h i n g 

t h a t -- i t says t h a t " i n d i v i d u a l w e l l s a p p r o v e d 
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by," and t h e n I d o n ' t have a n y t h i n g a f t e r t h a t . 

I s t h a t a t y p o ? 

MR. STOVALL: T h a t ' s p r o b a b l y an e r r o r 

on t h e dummy who made t h e p h o t o c o p i e s . I w i l l 

g e t a copy o f t h a t and s u b m i t i t b e f o r e t h e 

c o n c l u s i o n o f t h e h e a r i n g . Thank y o u . 

COMMISSIONER WEISS: Th e r e ' s some 

e r r o r s on h e r e . 

THE WITNESS: I t s a i d "by t h e D i s t r i c t 

S u p e r v i s o r . " 

CHAIRMAN LeMAY: I t f o l l o w s "by t h e 

D i s t r i c t S u p e r v i s o r " ? 

THE WITNESS: R i g h t . 

CHAIRMAN LeMAY: Okay. I t h i n k t h e 

E x h i b i t 1 needs t o be c o r r e c t e d . 

MR. STOVALL: I t does. There a r e 

a c t u a l l y a c o u p l e o f o t h e r c o r r e c t i o n s I need t o 

recommend t o o . 

COMMISSIONER WEISS: I f y o u ' r e t a l k i n g 

a b o u t t y p o s , t h e r e a r e s e v e r a l . 

CHAIRMAN LeMAY: J u s t one o t h e r 

q u e s t i o n . 

EXAMINATION 

BY CHAIRMAN LeMAY: 

Q. Mr. S e x t o n , do you have any knowledge 
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or any e s t i m a t e on t h e amount o f r e s e r v e s w h i c h 

w o u l d be r e p r e s e n t e d by t h e s e 2,000 w e l l s o f l e s s 

t h a n 15 Mcf p e r day? 

A. No. And I t h i n k t h i s i s a h a r d 

q u e s t i o n t o come up w i t h because t h e l i n e 

p r e s s u r e s i n t h e n o r t h w e s t v a r y so much. T h e y ' r e 

up so much h i g h e r now t h a t t o go -- I'm s u r e t h e 

f i g u r e s a r e a v a i l a b l e , b u t you'd have t o go t o 

t h e i n d i v i d u a l companies t o g e t t h e s e . 

Q. Okay. Thank you. 

A. T h e y ' r e much h i g h e r i n t h e n o r t h w e s t 

t h a n t h e r e s e r v e s a r e i n t h e s o u t h e a s t , i f y o u ' r e 

t a l k i n g a b o u t , you know, 5 o r 15 Mcf. 

Q. How many w e l l s i n t h e s o u t h e a s t ; do you 

have any i d e a , i f t h e r e ' s 2,000 i n t h e n o r t h w e s t , 

any guess? 

A. No, I r e a l l y d o n ' t . 

CHAIRMAN LeMAY: Any a d d i t i o n a l 

q u e s t i o n s o f t h e w i t n e s s ? 

MR. STOVALL: J u s t a c o u p l e o f 

comments. One o f t h e s e may be t y p o s . A d d r e s s i n g 

t h e q u e s t i o n s on t r a n s p o r t , i t was j u s t s u g g e s t e d 

t o me, and I t h i n k i t ' s p r o b a b l y a good 

r e c o m m e n d a t i o n , under ( B ) ( 1 ) , t h a t t h e word 

" p i p e l i n e " be changed t o " t r a n s p o r t e r , " and t h a t 
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w o u l d be c o n s i s t e n t w i t h d e f i n i t i o n s i n t h e r u l e s 

and r e g u l a t i o n s . Any comment on t h a t , Mr. 

Sexton? 

THE WITNESS: No. I t h i n k t h a t ' s 

a p p r o p r i a t e . 

MR. STOVALL: And under r u l e , as i t ' s 

i d e n t i f i e d , 1 1 1 0 ( A ) , i f you r e a d t h e 

s e c o n d - t o - l a s t l i n e , i t s a y s , " p r o d u c i n g c a p a c i t y 

o f 100 Mcfd or has," and t h a t s h o u l d be " l e s s . " 

T h a t ' s a t y p o t h e r e . And any o t h e r g r a m m a t i c a l 

t y p o s , o f c o u r s e , I recommend t o t h e Commission 

t h a t b e f o r e we a d o p t t h e f i n a l r u l e , t h a t t h e y be 

c l a r i f i e d and c o r r e c t e d . But t h o s e a r e t h e o n l y 

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

CHAIRMAN LeMAY: Mr. B u t l e r , w o u l d t h a t 

be a c c e p t a b l e t o yo u , more i n l i n e w i t h what you 

were t h i n k i n g a b o u t f o r — 

MR. BUTLER: As l o n g as i t ' s u n d e r s t o o d 

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

CHAIRMAN LeMAY: Okay. A n y t h i n g e l s e , 

Mr. S t o v a l l ? 

MR. STOVALL: T h a t ' s a l l I have o f t h i s 

w i t n e s s . 

CHAIRMAN LeMAY: Thank you. T h i s 

w i t n e s s may be ex c u s e d . 
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MR. STOVALL: I w i l l f i n d o u t i f Mr. 

G i l Lockwood or Mr. Joe Chesser i s g o i n g t o speak 

on b e h a l f o f t h e BLM. 

Mr. Chesser has been sworn, and I w i l l 

j u s t b r i e f l y i n t r o d u c e h im and t h e n a l l o w him t o 

go f o r w a r d w i t h h i s comments. 

JOE CHESSER 

t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y 

s w o r n, was examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. STOVALL: 

Q. Would y o u , p l e a s e , s t a t e y o u r name and 

p l a c e o f r e s i d e n c e . 

A. My name i s Joe Chesser. I l i v e i n 

Santa Fe. 

Q. And how a r e you employed, Mr. Chesser? 

A. I work f o r t h e Bureau o f Land 

Management. I'm t h e B r a n c h C h i e f o f F l u i d 

M i n e r a l s . 

Q. Would you b r i e f l y d e s c r i b e y o u r 

r e s p o n s i b i l i t i e s and e x p e r i e n c e as t h e y r e l a t e t o 

t h i s h e a r i n g . 

A. W e l l , I have a c o u p l e o f p e o p l e i n 

my b r a n c h t h a t have p a r t i c i p a t e d i n t h e 

Commission — t h i s low volume gas w e l l c o m m i t t e e 
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m e e t i n g s i n c e i t was s t a r t e d . And, o f c o u r s e , 

t h e y have k e p t me a b r e a s t o f what was g o i n g on. 

We p a r t i c i p a t e d i n t h a t way. 

Q. You're f a m i l i a r t h e n w i t h t h e i s s u e s 

and c o n c e r n s o f t h e o p e r a t o r s and t h e p i p e l i n e s ? 

A. Yes, s i r . 

Q. And y o u ' r e f a m i l i a r w i t h t h e c o n c e r n s 

o f BLM as t h e managing agency o f f e d e r a l 

r e s o u r c e s , i n c l u d i n g I n d i a n r e s o u r c e s ; i s t h a t 

c o r r e c t ? 

A. C o r r e c t . 

Q. At t h i s t i m e t h e n , Mr. Chesser, I ' d ask 

you t o make w h a t e v e r s t a t e m e n t o r comments t h e 

BLM w o u l d w i s h t o make w i t h r e s p e c t t o t h e s e 

p r o p o s a l s . 

A. Thank you f o r a l l o w i n g us t h e 

o p p o r t u n i t y t o make t h i s s t a t e m e n t , Mr. Chairman 

and t h e C o m m i s s i o n e r s . We have p a r t i c i p a t e d f o r 

t h e l a s t two y e a r s , I b e l i e v e i t ' s been t h e l a s t 

two y e a r s , on t h e low volume gas w e l l c o m m i t t e e 

and b e l i e v e i t i s t o our m u t u a l b e n e f i t t o 

e x p l o r e new and i n n o v a t i v e methods t h a t w o u l d 

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

r e s o u r c e . 

Our c o n c e r n s , however, a r e t o e n s u r e 
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t h a t p r o d u c e r and t h e m i n e r a l owners have been 

f u l l y i n v o l v e d i n t h e i s s u e s and s u g g e s t e d 

r e s o l u t i o n s . As m i n e r a l owners and a g e n t s f o r 

t h e I n d i a n s , we have s p e c i a l c o n c e r n s t h a t w e l l s 

may have been p r e m a t u r e l y p l u g g e d because t h e y 

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

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

h i g h e r p r e s s u r e . 

I n t h e San Juan B a s i n t h e BLM has o v e r 

1800 low volume w e l l s , t h a t ' s BLM and I n d i a n 

w e l l s . They a c c o u n t f o r a b o u t 3.2 b i l l i o n c u b i c 

f e e t o f p r o d u c t i o n p er day. I t w o u l d be a 

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

t h e p r o d u c e r s i f t h e s e w e l l s were p l u g g e d . 

T h e r e f o r e , r e d u c i n g t h e c o s t s o f m e a s u r i n g low 

volume w e l l s i s e s s e n t i a l . 

We c a n n o t g i v e a p p r o v a l t o a l t e r n a t i v e 

measurement w i t h o u t a c t i v e p a r t i c i p a t i o n by t h e 

p r o d u c e r s . I n f a c t , t h e y need t o come t o us w i t h 

t h e i r p r o p o s a l s . T h i s i s a l r e a d y a l l o w e d f o r 

under our r u l e s and r e g u l a t i o n s . 

We a r e i s s u i n g an NTL, a N o t i c e t o 

Lessee, f o r t h e p u r p o s e o f r e d u c i n g meter 

c a l i b r a t i o n r e q u i r e m e n t s o f low volume w e l l s and 

o u t l y i n g o r t o p r o v i d e f o r t h e o p e r a t o r s t o 
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r e m i n d them t o come i n t o us f o r s u g g e s t i o n s o f 

a l t e r n a t i v e measurement o f m a r g i n a l w e l l s , 15 Mcf 

a day or l e s s . 

The o p t i o n s t h a t w e ' l l c o n s i d e r i n c l u d e 

c e n t r a l p o i n t d e l i v e r y m e t e r s , a l l o c a t i o n o f low 

volume w e l l s based on a n n u a l w e l l t e s t i n g , s i n g l e 

gas meter l e a s e measurement, d i f f e r e n t i a l 

p r e s s u r e s w i t c h e s , c o m m i n g l i n g , and o t h e r 

a l t e r n a t i v e methods o f measurement. 

Q. Mr. Chesser, you r e f e r r e d t o NTL. I s 

t h i s NTL 92-5 f o r New M e x i c o , w h i c h has been 

d i s t r i b u t e d t o t h e Commissioners? 

A. A c t u a l l y , NTL -- yeah, i t i s , NTL 92-5. 

I t ' s e n t i t l e d , " S t a n d a r d f o r Meter Measurement, 

Low Volume Gas W e l l s . " 

Q. T h i s has n o t be marked as an e x h i b i t , 

numbered, b u t i s t h i s a d r a f t ? I t ' s marked as a 

d r a f t . Has t h i s been f i n a l l y a p p r o v e d o r i s t h i s 

s t i l l i n t h e d r a f t --

A. I t ' s i n t h e d r a f t s t a g e , w h i c h w i l l 

t a k e us ab o u t no more t h a n a month t o r e l e a s e 

t h i s t o t h e p u b l i c f o r p r o p o s a l . 

Q. And i n y o u r o p i n i o n a r e t h e r u l e s 

p r o p o s e d by 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 

c o n s i s t e n t w i t h t h e p r o p o s a l s o f t h i s NTL such 
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t h a t an o p e r a t o r can o p e r a t e u n d e r b o t h r u l e s 

w i t h o u t bumping i n t o t h e i n h e r e n t --

A. They appear t o be. 

Q. Okay. And w o u l d you recommend a d o p t i o n 

o f t h e s e r u l e s by 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 ? 

A. Yes. 

Q. Do you have a n y t h i n g f u r t h e r you w i s h 

t o say? 

A. No, s i r . 

MR. STOVALL: Oh, I h a t e t o pass up t h e 

o p p o r t u n i t y t o p u t a f e d on t h e s p o t , b u t I 

won't. I have n o t h i n g f u r t h e r . 

THE WITNESS: Anybody e l s e ? 

CHAIRMAN LeMAY: Do you want t o t a k e 

some q u e s t i o n s ? 

THE WITNESS: S u r e l y . 

CHAIRMAN LeMAY: Q u e s t i o n s o f t h e 

w i t n e s s ? 

MR. McCORD: Mr. Chairman, I'm K e v i n 

McCord f r o m KM P r o d u c t i o n Company i n F a r m i n g t o n . 

EXAMINATION 

BY MR. McCORD: 

Q. D i d I hear you c o r r e c t l y t h a t you s a i d 

t h a t y o u r BLM o f f i c e s c u r r e n t l y have t h e a b i l i t y 

t o a p p r o v e i n s p e c i a l i n s t a n c e s d i f f e r e n t methods 
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o f measurement? Are t h e y c u r r e n t l y on t h e book 

w i t h o u t t h e passage o f t h i s new NTL? 

A. T h a t ' s c o r r e c t , t h e y a r e . Our o r d e r 

p r o v i d e s f o r t h o s e v a r i a n c e s . 

Q. Okay. So I'm c o r r e c t i n assuming t h a t 

i f t h e OCD p r o m p t l y a p p r o v e s t h e s e new r u l e 

changes, we as p r o d u c e r s w i l l n o t have t o w a i t 

f o r t h e BLM t o a c t ; we can p r o c e e d b e f o r e t h e NT 

goes t h r o u g h i t s l e n g t h y p r o c e s s ? 

A. We want you t o i m m e d i a t e l y go t o t h o s e 

p e o p l e . 

MR. McCORD: Ver y good. Thank y o u . 

CHAIRMAN LeMAY: Thank y o u , Mr. 

McCord. 

A d d i t i o n a l q u e s t i o n s o f t h e w i t n e s s ? 

MR. CRAWFORD: J u s t one q u e s t i o n , Mr. 

Chesser. 

THE WITNESS: Yes. 

MR. CRAWFORD: You m e n t i o n e d 3.2 

b i l l i o n c u b i c f e e t o f p r o d u c t i o n p e r day. C o u l d 

t h a t p o s s i b l y be p e r y e a r ? 

THE WITNESS: I t c o u l d be. 

MR. CRAWFORD: T h a t ' s a b o u t as much ga 

as we've g o t g o i n g o u t o f our p i p e l i n e . 

UNIDENTIFIED SPEAKER: We j u s t w a n t e d 
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t o see i f y o u ' r e p a y i n g a t t e n t i o n . 

CHAIRMAN LeMAY: A d d i t i o n a l q u e s t i o n s ? 

These sound l i k e h i g h volume w e l l s , d o n ' t t h e y ? 

Thank y o u , Mr. Chesser. You may be 

exc u s e d . 

MR. STOVALL: I have n o t h i n g f u r t h e r a t 

t h i s t i m e . I b e l i e v e i t w o u l d be a p p r o p r i a t e a t 

t h i s t i m e f o r t h e i n d u s t r y w i t n e s s e s , and as I 

say, Mr. C r a w f o r d i s t h e e x p e r t i n t h i s f i e l d , 

can e x p l a i n t h e t e c h n i c a l methods, b u t w h i c h 

o r d e r t h e y go i n i s e n t i r e l y up t o --

CHAIRMAN LeMAY: B e f o r e I l e a v e t h e BLM 

t e s t i m o n y , I have a d r a f t h e r e . I s t h i s 

s o m e t h i n g you'd l i k e t o i n t r o d u c e i n t o t h e 

r e c o r d ? 

MR. STOVALL: That w o u l d be t h e NTL, 

w h i c h I r e f e r r e d t o . We can mark i t , i f you'd 

l i k e t o , as an e x h i b i t , b u t I t h i n k i t ' s 

s u f f i c i e n t l y i d e n t i f i e d as name and t i t l e , w h i c h 

he has i d e n t i f i e d . 

CHAIRMAN LeMAY: So t h i s w i l l be p a r t 

of t h e r e c o r d — 

MR. STOVALL: Yes. 

CHAIRMAN LeMAY: -- f o r t h o s e who want 

t o r e v i e w t h e r e c o r d . 
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Thank y o u , Mr. S t o v a l l . 

Mr. C a r r . 

MR. CARR: I t h i n k E l Paso w i l l go 

n e x t , and t h e n w e ' l l f o l l o w up. 

CHAIRMAN LeMAY: T h a t ' s f i n e . Mr. 

Pea r c e . 

MR. PEARCE: Thank y o u , Mr. Chairman. 

As Mr. S t o v a l l m e n t i o n e d , a c o m m i t t e e was f o r m e d 

some t i m e ago t o s t u d y t h e p r o b l e m o f m e a s u r i n g 

p r o d u c t i o n f r o m low volume w e l l s . My w i t n e s s a t 

t h i s t i m e , Mr. C a r r o l l C r a w f o r d , was one o f t h e 

p r i m e p l a y e r s i n t h a t c o m m i t t e e a c t i o n . I want 

t o p r e s e n t him t h i s m o r n i n g . 

We have a s u b s t a n t i a l e x h i b i t , w h i c h w 

have marked as E l Paso E x h i b i t No. 1. I t h i n k wi 

d o n ' t want t o r e v i e w a l l t h e i n f o r m a t i o n s e t 

f o r t h i n t h a t e x h i b i t . 

CHAIRMAN LeMAY: Thank y o u . 

MR. PEARCE: I was s u r e you w o u l d be 

p l e a s e d . But f o r t h e r e c o r d , I w o u l d l i k e Mr. 

C r a w f o r d t o b r i e f l y r e v i e w some m a t e r i a l s . What 

we've done i s t r a n s f o r m some o f t h e i n f o r m a t i o n 

f r o m h a r d copy t o s l i d e s . And we want t o w a l k 

t h r o u g h t h o s e v e r y q u i c k l y t o make s u r e t h a t t h e 

r e c o r d r e f l e c t s what t h e c o m m i t t e e was a b o u t and 
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why we b o t h e r e d t o do i t and why we b e l i e v e t h a t 

t h e s u g g e s t e d r u l e change i s a p p r o p r i a t e . 

As I s a i d , we hope t o do t h a t as 

q u i c k l y as p o s s i b l e , and we c e r t a i n l y d o n ' t t h i n k 

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

t h a t Mr. C r a w f o r d w i l l p r e s e n t i s n e a r l y as 

c o m p l e t e as t h e i n f o r m a t i o n s e t f o r t h i n t h e 

e x h i b i t t h a t I ' l l move t h e a d m i s s i o n o f l a t e r . 

W i t h t h a t , i f I may s t a r t w i t h Mr. 

C r a w f o r d . 

CARROLL CRAWFORD 

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

d u l y s w o r n, was examined and t e s t i f i e d as 

f o 1 l o w s : 

EXAMINATION 

BY MR. PEARCE: 

Q. Mr. C r a w f o r d , have you p r e v i o u s l y 

a p p e a r e d b e f o r e t h e O i l C o n s e r v a t i o n Commission? 

A. Yes, I have. 

Q. At t h a t t i m e were you q u a l i f i e d as an 

e x p e r t i n t h e f i e l d o f p e t r o l e u m e n g i n e e r i n g ? 

A. No, I was n o t . 

Q. A l l r i g h t , s i r . And a r e you a 

p e t r o l e u m e n g i n e e r ? 

A. No, I'm n o t . 
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Q. Are you a p e t r o l e u m g e o l o g i s t ? 

A. No, I'm n o t . 

Q. A l l r i g h t , s i r . L e t ' s go t h r o u g h y o u r 

work f o r t h e c o m m i t t e e . And I gave a summary, 

w h i c h i n d i c a t e d t h a t you were t h e p r i m e w o r k e r on 

t h e c o m m i t t e e , and you've c r u n c h e d a l o t o f 

numbers, w h i c h a r e r e f l e c t e d i n y o u r E x h i b i t No. 

1 . 

A. I had a l o t o f h e l p f r o m t h e c o m m i t t e e 

members and o t h e r p e o p l e i n t h e i n d u s t r y and OCD, 

b u t I d i d f o c u s on t h i s s u b j e c t . 

Q. I s i t f a i r f o r us t o say a t t h i s t i m e 

t h a t you a r e h e r e as a r e p r e s e n t a t i v e o f t h a t 

c o m m i t t e e and you a r e t h e p e r s o n a t t h e h e a r i n g 

t o d a y who i s a u t h o r i z e d t o p r e s e n t t h e 

c o m m i t t e e ' s p o s i t i o n ? 

A . Yes, I am. 

Q. A l l r i g h t , s i r . I t may be, Mr. 

C r a w f o r d , t h a t t h e b e s t way t o p r o c e e d i s f o r us 

t o move i n t o y o u r s l i d e p r e s e n t a t i o n , and I w i l l 

ask you t o go t h r o u g h t h a t s l i d e p r e s e n t a t i o n , 

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

you t h i n k t h e Commission w o u l d be a i d e d by 

f o c u s i n g on. 

And, f r a n k l y , I p l a n t o s t a n d back o u t 
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o f y o u r way as much as I can. So I ' d ask you t o 

j u s t t a k e o f f , and I ' l l i n t e r r u p t you 

p e r i o d i c a l l y i f I need t o , b u t i f y o u ' l l go 

t h r o u g h y o u r s l i d e p r e s e n t a t i o n f o r us. 

A. Okay. Mr. Chairman and C o m m i s s i o n e r s , 

we're p l e a s e d t o be a b l e t o p r e s e n t t h i s 

i n f o r m a t i o n t o you t o d a y . We do have a few e x t r a 

h a n d o u t s l e f t i f anyone came i n l a t e t h a t w o u l d 

l i k e t o have them i n t h e a u d i e n c e . We'd l i k e f o r 

them t o have a copy, i f t h e y ' d want t o r e f e r t o 

any t a b s t h a t we s h o u l d need t o d i s c u s s a t a 

l a t e r p o i n t i n t i m e . 

At t h i s t i m e we p u t t h i s s l i d e 

p r e s e n t a t i o n t o g e t h e r t o b e t t e r i l l u s t r a t e i n a 

l a r g e r g r o u p w h a t ' s i n t h e h a n d o u t , a l t h o u g h 

t h e r e a r e some s l i d e s a r e n o t accompanying some 

of t h e i m p o r t a n t i n f o r m a t i o n i n t h e way o f 

agreements and t h i n g s t h a t a r e i d e n t i f i e d i n t h e 

i n d e x t o t h e e x h i b i t . 

May I have t h e p r o j e c t o r on a t t h i s 

t ime? 

MR. STOVALL: T h a t ' s a l a w y e r y o u ' r e 

a s k i n g . Be c a r e f u l . 

A. F i r s t , a g a i n , we're p l e a s e d t o be h e r e 

w i t h you t o d a y . T h i s i s a l i t t l e humor, b u t t h i s 
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i s c a l l e d Lucky L a r r y . And t h i s i s a good 

example o f how n o t t o have t o s e t t l e o u r 

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

i n t e r e s t owners, and p i p e l i n e s and g a t h e r i n g 

s y s t e m s . But he's w e l l known i f you d o n ' t do i t 

r i g h t , so we'd l i k e t o a v o i d t h a t i n t h e f u t u r e . 

T h e r e ' s a w e l l down i n s o u t h e a s t New Mexico named 

L a r r y l u c k y . T h e r e ' s a s t o r y t h a t goes w i t h 

t h i s . 

D u r i n g t h e c o m m i t t e e m e e t i n g s i n t h e 

l a s t two y e a r s , t h e r e have been s e v e r a l i s s u e s 

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

i s s u e s r a i s e d , b o t h f r o m t h e g o v e r n m e n t ' s 

s t a n d p o i n t , r o y a l t y s t a n d p o i n t , p i p e l i n e , and 

w e l l o p e r a t o r i s s u e s , and t h e y ' r e i n y o u r 

h a n d o u t . I ' l l j u s t go o v e r them b r i e f l y . 

But i t has t o do w i t h i n i t i a t i n g 

p i p e l i n e , o p e r a t o r , p r o d u c e r , and r o y a l t y owner 

r e v i e w o f t h e economic o p e r a t i o n and c o n s e r v a t i o n 

o f r e s o u r c e i s s u e s t h a t a r e a s s o c i a t e d w i t h low 

f l o w we l i s . 

P i p e l i n e s must m a i n t a i n c o s t e f f e c t i v e 

o p e r a t i o n s t o r e m a i n c o m p e t i t i v e . P i p e l i n e s must 

c o n t i n u e t o p r o v i d e r e l i a b l e and f l e x i b l e s e r v i c e 

t o i t s c u s t o m e r s . And t h e y must s u b s t a n t i a l l y 
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r e d u c e c o s t l y o p e r a t i o n t o i n c r e a s e e f f i c i e n c y t o 

be c o m p e t i t i v e . 

They must s a t i s f y -- any method we use 

must s a t i s f y t h e volume o f a c c o u n t i n g needs o f 

t h e needs o f p r o d u c e r s , o p e r a t o r s , s h i p p e r s , 

p i p e l i n e s , and government a g e n c i e s . We need t o 

d e f i n e a l t e r n a t i v e means t o measure a c c o u n t low 

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

We want t o a v o i d p l u g g i n g and 

a b a n d o n i n g low f l o w w e l l s by k e e p i n g t h o s e w e l l s 

on i f we can f i n d a g r e e a b l e methods. 

There i s a need t o m a i n t a i n t h e 

p o t e n t i a l f o r t h e p r o d u c e r and r o y a l t y owner 

r e v e n u e s t r e a m t o c o n t i n u e . Need t o a v o i d l e a s e 

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

must s u p p o r t p r o d u c e r and r o y a l t y owner 

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

Must d e v e l o p and s u p p o r t a l t e r n a t i v e 

methods t o d i v i d e r e v e n u e s u s i n g w e l l t e s t s o r 

o t h e r s u i t a b l e methods t h a t we can f i n d . The 

s m a l l r o y a l t y owner r e p r e s e n t a t i o n must be 

accommodated t h r o u g h f a i r t r e a t m e n t o f t h e 

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

And l a s t , b u t c e r t a i n l y n o t l e a s t , 

a v o i d l e a v i n g e c o n o m i c a l p r o d u c i b l e gas i n t h e 
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g r o u n d t h a t w i l l n e v e r be r e c o v e r e d . Of c o u r s e , 

t h i s depends on t h e s e low f l o w w e l l s , p l u s 

f i n d i n g a g r e e a b l e methods t o do t h a t . 

I guess I d i d n ' t move t o t h e second 

s l i d e , d i d I ? I a p o l o g i z e . T h i s i s E l Paso --

f r o m an E l Paso s t a n d p o i n t , i s one p i p e l i n e and 

t h e r e ' s o t h e r p i p e l i n e s t h a t may or may n o t be 

r e p r e s e n t e d h e r e t o d a y t h a t have somewhat t h e 

same p r o b l e m . And t h i s d e p i c t s our t o t a l company 

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

New M e x i c o . 

But we have r o u g h l y 2200 w e l l s o u t o f 

ov e r 11,000 w e l l s t i e d t o t h e syste m t h a t we f e e l 

f a l l i n t o t h e 1-to-15-a-day r a n g e . That happens 

t o be 20 p e r c e n t o f our w e l l s . And t h a t same 20 

p e r c e n t o f t h e w e l l s p r o d u c e d l e s s t h a n 4/10 o f 1 

p e r c e n t o f t h e t o t a l volume o f t h o s e w e l l s w i t h 

t h e p r o d u c t i o n p o t e n t i a l o f 2400 Mcf a day. 

That p a r t i c u l a r v o lume, j u s t 

i n c i d e n t a l l y , i s j u s t a b o u t t h e amount o f gas per 

day on an a v e r a g e t h a t t h e C i t y o f Santa Fe uses 

i n a y e a r — a day or y e a r ' s t i m e so t h a t we're 

t a l k i n g a b o u t , i f you w o u l d , t h e C i t y o f Santa 

Fe, what gas i t t a k e s t o r u n them on a y e a r - r o u n d 

b a s i s on t h e s e low f l o w w e l l s t h a t we're t a l k i n g 
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a b o u t . J u s t a r o u g h a p p r o x i m a t i o n o f t h e s i z e o f 

t h e i s s u e . 

E l Paso has used o t h e r methods 

p r e v i o u s l y , and some o f t h e o t h e r companies have 

a l s o used d i f f e r e n t methods t o r e d u c e t h e i r c o s t s 

i n t h i s a r e a . We've used e x t e n d e d c h a r t r o t a t i o n 

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

number o f c h a r t changes r e q u i r e d . We've e x t e n d e d 

meter s t a t i o n e q u i p m e n t t e s t f r e q u e n c i e s , and 

we're p r e p a r e d t o f o l l o w t h e new r u l e s under 92-5 

t h a t w o u l d p e r m i t us t o e x t e n d t h o s e f r e q u e n c i e s 

g r e a t e r . 

We've t e m p o r a r i l y d i s c o n n e c t e d m e t e r s 

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

s h u t i n f o r v a r i o u s r e a s o n s by t h e o p e r a t o r by no 

m a r k e t . And i n 1990, f o r example, 620 o f t h o s e 

w e l l s were t e m p o r a r i l y d i s c o n n e c t e d , and i t ' s 

what we c a l l e d " b l i n d p l a t e " s i t u a t i o n , where we 

no l o n g e r change t h e c h a r t s , t e s t t h e m e t e r s , 

p u l l gas samples u n t i l t h e y come back home. 

Out o f t h a t 620 w e l l s , t h e y were 

c o n f i r m e d n o n p r o d u c i n g w e l l s , and we e f f e c t e d 

permanent d i s c o n n e c t s t o r e d u c e t h o s e o p e r a t i o n s 

t o z e r o . And t h i s i s j u s t t h e g r a p h i c s o f what 

happened i n our company f o r 1990. 
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Out o f t h e 620 r e c o g n i z e d f o r t e m p o r a r y 

d i s c o n n e c t and b l i n d p l a t e , 307 o f them were 

v a l i d c a n d i d a t e s f o r permanent d i s c o n n e c t , 313 

were n o n c a n d i d a t e s f o r a v a r i e t y o f r e a s o n s , 

m a r k e t b e i n g one o f them. 

When t h e c o m m i t t e e s t a r t e d , t h e s e were 

some o f t h e i s s u e s t h a t t h e New Mexico OCD 

recommended f o r c o s t r e d u c t i o n . And y o u ' r e w e l l 

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

on q u a r t e r meter p r o v e n t o a l o n g e r p e r i o d o f 

t i m e t o s e m i a n n u a l l y f o r t h o s e l e s s t h a n 100 Mcf 

a day, t e m p e r a t u r e c o m p e n s a t i o n e x e m p t i o n f o r gas 

p l a n t p r o d u c t i o n , r e v i s e d downhole and s u r f a c e 

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

d e 1 i v e r i e s . 

And a t t h a t t i m e New Mexico r e q u e s t e d 

p r o p o s a l s f o r c o n s i d e r a t i o n on how t o h a n d l e , and 

t h a t ' s where we came i n t o t h e p i c t u r e as t o 

d e v e l o p some methods t h a t we w o u l d p r o p o s e t o t h e 

Commi ss i o n . 

Some o f t h e o p t i o n s t h a t became 

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

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

and one p o s s i b l e one t h a t r e q u i r e s a p p r o v a l by 

t h i s Commission i s t h e e s t a b l i s h m e n t o f a g r a d e 
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volume a l t e r n a t i v e p r o c e d u r e t o w e l l h e a d 

measurement t o r e d u c e c o s t l y measurement — and 

I ' l l b r e a k t h a t i n t o two p a r t s l a t e r -- or 

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

r e q u i r e s Commission a p p r o v a l . 

O t h er t h i n g s t h a t were c o n s i d e r e d were 

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

m e a s u r i n g t h e gas and d e l i v e r i n g i t t o our 

company a t a c e n t r a l p o i n t d e l i v e r y . 

A n o t h e r i s s u e t h a t was r a i s e d was t h a t 

t h e p i p e l i n e may p o s s i b l y c o n t i n u e t h e 

measurement s e r v i c e a t a f e e a t p r o d u c e r s ' 

expense. And a t t h a t t i m e a r e a s o n a b l e e s t i m a t e 

was $75 a month as t o what i t ' s g o i n g t o c o s t t o 

do t h a t . T hat d i d n ' t r e c e i v e a l o t o f s u p p o r t , 

b u t i t was one o f t h e o p t i o n s m e n t i o n e d . 

A n o t h e r o p t i o n was t h a t t h e government 

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

l o w e r i n g s e v e r a n c e t a x e s on low volume w e l l s . 

G i v e n t h e need f o r e v e r y b o d y ' s t a x e s , t h a t h a s n ' t 

gone v e r y f a r e i t h e r . 

And l a s t l y , and h o p e f u l l y t o be 

a v o i d e d , i s i n our t a r i f f we have a 

t r a n s p o r t a t i o n t a r i f f p r o v i s i o n t o r e j e c t 

r e c e i p t s o f l e s s t h a n 15 d e k a t h e r m a day f r o m 
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s h i p p e r s . 

And what we're h e r e t o d a y i s t o t r y t o 

f i n d a way t h a t e v e r y b o d y can be i n a w i n - w i n 

s i t u a t i o n i n s t e a d o f a l o s e - l o s e . And i f we can 

f i n d t h e a l t e r n a t i v e methods and g e t a p p r o v a l , we 

f e e l t h a t e v e r y b o d y i s g o i n g t o w i n : t h e 

p i p e l i n e s , t h e o p e r a t o r s , t h e r o y a l t y owners, and 

t h e s t a t e a g e n c i e s t h a t have an i n t e r e s t i n 

r o y a l t y . 

J u s t b r i e f l y , t o e s t a b l i s h a g r e e d 

volume p r o c e d u r e s and t h e s p e c i f i c p r o c e d u r e s a r e 

i n t h e e x h i b i t , and t h e y ' r e under t a b s 4 and 5 

t h a t w e ' l l d i s c u s s t o d a y . They a r e t h e d e t a i l e d 

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

be h a n d l e d . 

B u t , b r i e f l y , we w i l l p r o p o s e t o 

u t i l i z e t h e e x i s t i n g 1990 a n n u a l p r o d u c e d volume 

or t h e l a t e s t t e s t p e r i o d t o d e r i v e h o u r l y f l o w 

r a t e s t o d e t e r m i n e b a s i s f o r t h e f i r s t y e a r 

s e t t l e m e n t . And we're d o i n g t h a t because t h i s i s 

t h e a c t u a l measured volume t h a t has an a c t u a l 

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

can g e t t h e same number each t i m e you use t h a t 

b a s i s . 

We t r i e d t o use o t h e r t h i n g s , such as 
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DPA's, and t h o s e t h i n g s v a r i e d somewhat. And 

t h i s i s one method we f e l t l i k e you c o u l d a l w a y s 

come back t o t h e v e r y same number t h a t you 

s t a r t e d w i t h . 

And t o go f u r t h e r w i t h t h a t , we w o u l d 

remove t h e o r i f i c e r e c o r d e r and t h e t e m p e r a t u r e 

r e c o r d e r f r o m t h e e x i s t i n g meter s t a t i o n , and we 

w o u l d now say we've g o t u n m e t e r e d gas t o t h e 

p o i n t where f r o m 1 t o 5 Mcf a day, we c o u l d use 

an a g r e e d volume where t h e p i p e l i n e and t h e 

o p e r a t o r w o u l d a g r e e what t h a t w e l l w o u l d make 

per day, and t h a t w o u l d be h i s s e t t l e m e n t u n t i l 

s u c c e s s i v e t e s t s were r u n . 

And p a r t two i s i n s t a l l a d i f f e r e n t i a l 

s w i t c h w i t h an hour m e t e r , w h i c h we have an 

example h e r e on t h e t a b l e f o r you t o i n v e s t i g a t e 

and t h o s e i n t h e a u d i e n c e t o l o o k a t and see how 

i t w o r k s . And we w o u l d c a l c u l a t e a t i m e volume, 

and based on t h e h o u r l y f l o w r a t e , t i m e s t h e 

h o u r s o f r e c o r d e d t i m e , w o u l d e q u a l t h a t volume 

t h a t t h a t w e l l w o u l d be s e t t l e d on f o r t h e p e r i o d 

i n q u e s t i o n . 

The p r i m a r y measurement e l e m e n t w o u l d 

c o n s i s t o f t h e meter r u n , o r i f i c e f i t t i n g , and 

o r i f i c e p l a t e -- w i l l be l e f t on l o c a t i o n t o 
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r e c e i v e t h e p r o d u c t i o n and f o r a n n u a l o r p e r i o d i c 

t e s t s as n e c e s s a r y t o -- b a s i c a l l y , a n n u a l t e s t s , 

b u t i f t h e r e ' s a need f o r an emergency t e s t where 

t h e o p e r a t o r wants t o r u n a t e s t o f h i s own, i t 

w o u l d be t h e r e f o r t h a t use and s t i l l h o l d s t h e 

p i p e l i n e t o g e t h e r . 

A n n u a l l y , we w o u l d p e r f o r m a p r o d u c t i o n 

measurement t e s t t o u p d a t e t h e h o u r l y f l o w r a t e 

t h a t ' s used i n t h e c a l c u l a t i o n s . We w o u l d use a 

16-day c h a r t p e r i o d , u s i n g a p o r t a b l e d r y f l o w 

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

e q u i p m e n t . 

That meter w i l l be p u t i n p l a c e . The 

meter w o u l d be i n s t a l l e d and c a l i b r a t e d . The 

t e s t w o u l d commence. The o r i f i c e p l a t e w o u l d be 

i n s p e c t e d t o make s u r e i t was i n s u i t a b l e 

c o n d i t i o n . 

A gas q u a l i t y sample w o u l d be p r o c u r e d 

t o d e t e r m i n e t h e c u r r e n t q u a l i t y o f t h e gas b e i n g 

r e c e i v e d . And t h e d i f f e r e n t i a l s w i t c h , an hour 

meter i f i t had one on i t , w o u l d v e r i f y t h e 

o p e r a t i o n a g a i n a t t h a t t i m e , as w e l l as 

i n t e r m i t t e n t l y t h r o u g h o u t t h e y e a r . 

T h i s i s j u s t t h e b a s i c h o u r l y f l o w 

c a l c u l a t i o n methods. And t h e f i r s t s t e p w o u l d be 
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t o --

Q. Mr. C r a w f o r d --

A. Yes, s i r . A q u e s t i o n ? 

Q. I t h i n k most o f us i n t h i s a u d i e n c e 

w o u l d n ' t u n d e r s t a n d t h a t i f you e x p l a i n e d i t . 

A. Okay. I f t h e r e ' s no need t o go i n 

d e p t h w i t h i t , I ' l l j u s t say wh a t ' s i n i t . 

Q. P l e a s e . 

A. And w e ' l l go on. 

Q. Thank y o u , s i r . 

A. F i r s t , w e ' l l c a l c u l a t e t h e a v e r a g e 

h o u r l y f l o w r a t e . We d e t e r m i n e t h e a v e r a g e d a i l y 

f l o w r a t e by m u l t i p l y i n g by 24. T h e r e ' s t h e 

f o r m u l a f o r t h e t i m e c a l c u l a t e d volume t o c o n v e r t 

i t t o a f i n a l d e k a t h e r m f o r s e t t l e m e n t . 

And t h e n t h e a g r e e d volume f o r m u l a i s 

b a s i c a l l y t h e same e x c e p t you'd m u l t i p l y t h e 

h o u r l y by t h e d a i l y , compensate i t f o r any 

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

was on a c y c l e f l o w and was on h a l f t h e t i m e and 

o f f h a l f t h e t i m e , t h a t h o u r l y a v e r a g e w o u l d be 

a d j u s t e d by t h a t . 

Or i t c o u l d a l s o be a d j u s t e d s h o u l d a 

w e l l be s h u t i n f o r a w h o l e w e l l w o r k - o v e r t o 

b r i n g t h e p r o d u c t i o n back t o a g r e a t e r l e v e l o r , 
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h o p e f u l l y , n o t s h u t i n by m a r k e t , b u t i f i t was 

s h u t i n by m a r k e t , t h e r e w o u l d be an a d j u s t m e n t 

t o t h a t a g r e e d volume. And t h e r e ' s an example 

t h e r e o f how t h a t c a l c u l a t i o n w o u l d be done, and 

t h a t ' s a l s o i n y o u r h a n d o u t . 

A f t e r d o i n g a l l t h a t w o rk, t h i s i s t h e 

New Mexico OCD Low Flow Measure Committee t a k i n g 

a r e s t a f t e r f i g u r i n g o u t what we was g o i n g t o 

p r e s e n t t o you t o d a y . Our volume c a l c u l a t i o n 

d i v i s i o n and d i s t r i b u t i o n d e p a r t m e n t a t E l Paso 

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

p r e p a r e d t h o s e f o r u s, and we're l o o k i n g a t t h e 

June and J u l y t i m e p e r i o d when we i n i t i a l l y 

s t a r t e d t h e t e s t s on t h i s l o c a t i o n . 

And j u s t t o go b r i e f l y on i t , t h e r e 

were t e n w e l l s on t h i s t e s t . The e i g h t h w e l l i n 

t h a t t e s t t u r n e d o u t t o a t a n k b a t t e r y , o r a CPD, 

i f y ou w o u l d , and i t was d r o p p e d f r o m t h e t e s t 

s u b s e q u e n t l y . T h i s i s j u s t t h e b a s i c d a t a o f 

i t : t h e c h a r t , t h e meter number, t h e meter name, 

t h e c h a r t d a t e , t h e o r i f i c e p l a t e s i z e , and what 

t h e h o u r l y f l o w r a t e based on 1990 volumes was 

f o r t h a t we 1 1 . 

You t a k e t h a t a l i t t l e f a r t h e r , t h e 

a c t u a l h e a r t o f t h e m a t t e r , and t h i s i s i n y o u r 
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book, b u t I ' l l j u s t go t h r o u g h i t b r i e f l y . For 

each o f t h o s e p r e v i o u s w e l l s I showed y o u , h e r e 

we have t h e Welker m e t e r , or t h e d i f f e r e n t i a l 

s w i t c h , i f you w o u l d , and t h a t happens t o be a 

name — we e x p e c t o t h e r s w i t c h e s t o become 

a v a i l a b l e -- b u t we show t h e f l o w h o u r s f o r each 

p a r t i c u l a r w e l l and c h a r t p e r i o d and t h e Mcf 

t h a t ' s c a l c u l a t e d by e i t h e r u s i n g t h e a g r e e d 

method on a t i m e - c a l c volume or t h e o r i f i c e meter 

f l o w h o u r s and t h e Mcf c a l c u l a t e d . 

For example, on t h e f i r s t one you can 

see t h e f l o w h o u r s were v e r y c l o s e . I t was a 

s t e a d y d i f f e r e n t i a l l o w - t o - z e r o f l o w i n g w e l l . 

The Mcf happened t o be c a l c u l a t e d h i g h e r on t h e 

d i f f e r e n t i a l s w i t c h meter a t t h i s p a r t i c u l a r 

t i m e , and we t h i n k due t o t h e i n c r e a s e i n 

p r e s s u r e s i n 1991 on t h e s y s t e m caused p a r t o f 

t h a t d i f f e r e n c e . 

And t h e n e x t c a t e g o r y , you see t h e same 

t h i n g , a c o m p a r i s o n o f t h e f l o w h o u r s and t h e Mcf 

t h a t ' s c a l c u l a t e d under a r e g u l a r c h a r t 

i n t e g r a t e d method, or t h e d i f f e r e n t i a l s w i t c h 

method. Some o f t h e s e w e l l s where t h e s t e a d y 

f l o w i s a b o u t t h e same, we come up w i t h p r e t t y 

much t h e same r e s u l t s . 
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But where we g e t i n t o a s i t u a t i o n , t a k e 

t h e l a s t two on t h e page f o r i n s t a n c e , we had 

some s t e a d y f l o w b u t p u l s a t i o n . And i n t h i s 

p a r t i c u l a r one, t h e Red Mac, i f you'd draw y o u r 

a t t e n t i o n t o t h a t , t i m e i s a l m o s t t h e same b o t h 

f r o m t h e i n t e g r a t e d method o r t h e t i m e - c a l c 

method. T h e y ' r e v e r y c l o s e . 

But i n t h i s p a r t i c u l a r one, t h e 

i n t e g r a t i o n was a l m o s t t w i c e as h i g h as t h e t i m e 

c a l c u l a t e d . I f t h e r e i s a r e a l weak p o i n t i n 

o r i f i c e r e c o r d e r measurements as we know i t 

t o d a y , i t ' s t h e i n t e g r a t o r o p e r a t o r s ' 

i n t e r p r e t a t i o n o f what happened. 

And based on t h i s p a r t i c u l a r one, we 

t h i n k p o s s i b l y t h e i n t e g r a t o r o p e r a t o r p i c k e d a 

h i g h e r t h a n n o r m a l p o i n t . And i t can go b o t h 

ways; t h e y can be h i g h o r t h e y can be low, b u t I 

b r i n g t h a t t o y o u r a t t e n t i o n . 

I f you l o o k a t t h e v e r y n e x t one, t h e 

i n t e g r a t o r o p e r a t o r f o r t h a t p e r i o d o f t i m e had a 

much h i g h e r , o v e r 300 f l o w h o u r s i n t e g r a t e d . The 

s w i t c h measured 228, b u t t h e c a l c u l a t i o n s f o r t h e 

two o f them was a l m o s t i d e n t i c a l , 100 v e r s u s 

117. 

That p a r t i c u l a r c h a r t had d i f f e r e n t i a l 
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s p i k e s and were v e r y w i d e - b a n d . And we have 

c o p i e s o f each one o f t h e c h a r t s u n d e r t h e t a b s 

18 and 19, i f you c a r e t o l o o k a t t h o s e f u r t h e r 

t o see j u s t what t h o s e c h a r t p a t t e r n s a c t u a l l y 

l o o k e d a t . T h e y ' r e 18 and 19 under y o u r t a b s . 

And t h i s i s t h e l a s t o f t h e s e t o f t e n 

l o c a t i o n s t h a t we t e s t e d w i t h f o u r d i f f e r e n t 

p r o d u c e r s i n t h e San Juan B a s i n . A g a i n , we're 

now l o o k i n g a t t h e t i m e , t h e f l o w h o u r s on t h e 

f i r s t one. But l o o k v e r y c l o s e a t t h e 

c a l c u l a t i o n s on t h i s p a r t i c u l a r one a r e much 

h i g h e r w i t h t h e d i f f e r e n t i a l s w i t c h t h a n were t h e 

i n t e g r a t o r o p e r a t o r ' s . 

So each one o f t h e s e , and t h e 

G l e n m o r a n g i e i s a good one t o l o o k a t , s p i k e d 

w e l l s . And one o f t h e t h i n g s t h a t t h o s e t h a t a r e 

f a m i l i a r w i t h o r i f i c e r e c o r d e d measurement, i f 

you've g o t a s p i k e on a d i f f e r e n t i a l c h a r t , you 

can have s t a t i c and you can have d i f f e r e n t i a l 

e x t e n s i o n s , b u t i f no t i m e o c c u r s , i n o t h e r 

w o r d s , t h e t u r n t a b l e d o e s n ' t t u r n , no t i m e i s 

a p p l i e d t o t h a t w e l l . And so a n y t h i n g t i m e s z e r o 

i s s t i l l z e r o . 

We f e e l t h a t i n t h i s p a r t i c u l a r case — 

t h e s w i t c h meter was r e c o r d i n g a l l o f t h a t 
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t i m e -- due t o t h e s p i k e d n a t u r e o f t h a t c h a r t , 

we f e e l t h a t t h e i n t e g r a t o r o p e r a t o r , she r a n i t 

up t h e r e , b u t t h e r e wasn't v e r y much t i m e t h a t 

she c o u l d p i c k up on t h e c h a r t . So she p i c k e d up 

a l o t l e s s t i m e , so, t h e r e f o r e , we had a l m o s t 

t h r e e t i m e s t h e volume c a l c u l a t i o n , 90 v e r s u s 3 1 , 

on t h a t p a r t i c u l a r w e l l . 

T h a t ' s an example o f what happens t o 

you i n c o m p a r i n g t h e i n t e g r a t i o n d i f f e r e n c e s . 

And t h e s e a r e a l l i n y o u r book u n d e r t a b s 16 and 

17, i f you want t o l o o k a t t h o s e f u r t h e r . 

I'm g o i n g t o g e t t o a summary t h a t 

b r i n g s i t i n t o f o c u s f o r y o u. These a r e t h o s e 

same w e l l s , t a k i n g a l l o f t h a t f l o w h o u r s and a l l 

o f t h e volume f o r t h e month o f June and J u l y . We 

t a k e t h e f i r s t one, and we f i n d t h a t t h e f l o w 

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

As you go down, t h e r e a r e some 

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

page, t h e d i f f e r e n t i a l s w i t c h m e t e r , w h i c h we're 

c a l l i n g a Welker meter because t h a t ' s t h e p r o p e r 

name f o r t h i s p a r t i c u l a r s w i t c h , 4861 h o u r s . The 

o r i f i c e i n t e g r a t e d t i m e , t h r o u g h our volume 

c a l c u l a t i o n d i v i s i o n , was 5131 h o u r s , f o r a 

d i f f e r e n c e o f o v e r s l i g h t l y 5 p e r c e n t , d i f f e r e n c e 

RODRIGUEZ-VESTAL REPORTING 
( f i n s \ Q fi R - 1 7 7 9 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

15 

16 

17 

18 

19 

20 

2 1 

2 2 

23 

24 

25 

62 

i n t i m e . We f e e l t h a t ' s an a c c e p t a b l e d i f f e r e n c e 

i n t ime. 

But as I go t o t h e n e x t c o m p a r i s o n , 

w h i c h i s t h e vo l u m e , and t h i s i s what p u t s money 

i n p e o p l e ' s p o c k e t o r t a k e s i t o u t o f i t , t a k i n g 

t h o s e same w e l l s , t h e c a l c u l a t i o n f o r t h o s e two 

months and some o f them t o g e t h e r , we show t h e 

d i f f e r e n c e s . And t h e d i f f e r e n c e a t t h e b o t t o m , 

t h e W elker s w i t c h a t 2196 Mcf, t h e o r i f i c e 

c a l c u l a t i o n had 2122, o r 74 d i f f e r e n c e , f o r a 

d i f f e r e n c e o f a b o u t 3 p e r c e n t . 

Based on t h e s e two d i f f e r e n c e s , we f e e l 

t h i s method h o l d s g r e a t p r o m i s e f o r a v e r y 

e c o n o m i c a l method. And t h e d i f f e r e n c e s t h a t 

we're g o i n g t o o b s e r v e a r e g o i n g t o be s l i g h t , 

and i t ' s n o t g o i n g t o h u r t anybody. 

Mr. McBryde, who's h e r e w i t h us t o d a y , 

h i s d e p a r t m e n t made t h e s u r v e y f o r u s , and he 

made t h i s o b s e r v a t i o n based on t h e c o m p a r i s o n o f 

t h e two: t h a t when we're l o o k i n g a t t h e f l o w 

h o u r s v e r s u s f l o w h o u r s , between t h e d i f f e r e n t i a l 

s w i t c h and t h e r e g u l a r o r i f i c e r e c o r d e r , f o r t h e 

most p a r t t h e y were c l o s e . 

The d i f f e r e n c e a p p e a r s t o be due t o low 

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

f r o m t h e l i n e o r t h e w e l l b o r e and t h e s t o p c o c k 

o p e r a t i o n s t h a t a r e t h e r e , w h i c h makes i t more 

d i f f i c u l t f o r an i n t e g r a t o r o p e r a t o r t o d e t e r m i n e 

t ime . 

F u r t h e r , he c o n c l u d e d t h a t t h e -- t h e 

c a l c u l a t e d v e r s u s t h e c h a r t c a l c u l a t e d Mcf 

between t h e s w i t c h and t h e o r i f i c e r e c o r d e r 

method, i n g e n e r a l i t a p p e a r e d t h a t t h e Welker 

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

t h e d i f f e r e n c e due t o h i g h e r c u r r e n t l i n e 

p r e s s u r e s o r t h e Welker s w i t c h s e t t i n g i s 

s l i g h t l y h i g h e r t h a n z e r o and t h e p o s s i b l e 

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

t o low f l o w . These were h i s c o n c l u s i o n s based on 

t h e two-month t e s t t h a t we r a n . 

L a s t b u t n o t l e a s t , t h i s i s t h e 

la n g u a g e i n E l Paso's t a r i f f , FERC a p p r o v a l , t h a t 

went i n t o e f f e c t September 1 o f t h i s y e a r . And 

i t b a s i c a l l y says E l Paso s h a l l n o t be o b l i g a t e d 

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

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

t h a n 15 d e k a t h e r m p er day, so as t o a v o i d 

measurement p r o b l e m s r e l a t i v e t o s m a l l volumes 

and d i s p r o p o r t i o n a t e a d m i n i s t r a t i v e b u r d e n s . A 
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copy o f t h i s i s under t a b 24 i n y o u r h a n d o u t , i f 

you want t o r e f e r t o i t more. 

We hope t h a t we can f i n d a l t e r n a t i v e 

methods where t h i s i s n o t a n e c e s s a r y t h i n g . I f 

we work t o g e t h e r , we f e e l we can f i n d a w i n - w i n 

s o l u t i o n so we d o n ' t have t o s h u t any w e l l s . I f 

we c a n n o t f i n d s o m e t h i n g t o a g r e e on, t h i s w i l l 

be t h e u l t i m a t e r e s u l t f o r low f l o w w e l l s . 

And we hope t h a t you a g r e e t h a t t h i s 

was a good s t a r t , and we w o u l d r e q u e s t y o u r 

s u p p o r t . 

Q. Thank y o u , Mr. C r a w f o r d . L e t ' s 

summarize. A f t e r c o n d u c t i n g t h i s s t u d y w i t h t h e 

c o m m i t t e e , i s i t y o u r o p i n i o n t h a t t h e r e a r e 

a l t e r n a t i v e methods o f m e a s u r i n g low gas f l o w 

v olumes w h i c h a r e a d e q u a t e s u b s t i t u t e s f o r 

s t a n d a r d m e t e r i n g t e c h n i q u e s t h a t you w o u l d 

s u g g e s t be a u t h o r i z e d by t h e D i v i s i o n ? 

A. Yes, we do c o n c u r w i t h t h a t . 

Q. And do you b e l i e v e t h a t i t i s p o s s i b l e 

t h a t i f t h e s e a l t e r n a t e m e t e r i n g methods a r e 

a d o p t e d , t h a t t h e p r e v e n t i o n o f wa s t e o f New 

Mexico n a t u r a l r e s o u r c e s caused by t h e p r e m a t u r e 

abandonment o f n a t u r a l gas w e l l s may be r e a l i z e d ? 

A. Yes. 
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Q. And do you b e l i e v e t h a t i f t h e s e 

a l t e r n a t e measurement s t e p s a r e a d o p t e d on t h e 

agreement o f t h e p r o d u c e r and t h e t r a n s p o r t e r / 

g a t h e r e r , t h a t t h o s e measures w i l l a d e q u a t e l y 

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 , t h e o w n e r s h i p 

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

A. Yes, t h e y w i l l . 

MR. PEARCE: At t h i s t i m e , Mr. 

Chairman, I w o u l d move t h e a d m i s s i o n o f E l Paso 

N a t u r a l Gas E x h i b i t No. 1. I n a d d i t i o n , I w i l l 

r e q u e s t t h e r e c o g n i t i o n o f Mr. C r a w f o r d as an 

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

e n g i n e e r i n g . 

CHAIRMAN LeMAY: H i s q u a l i f i c a t i o n s a r e 

a c c e p t e d . And w i t h o u t o b j e c t i o n E x h i b i t 1 o f E l 

Paso's w i l l be a d m i t t e d i n t o t h e r e c o r d . 

MR. PEARCE: I have n o t h i n g f u r t h e r 

f r o m Mr. C r a w f o r d a t t h i s t i m e . He's a v a i l a b l e 

f o r q u e s t i o n s f r o m t h e a u d i e n c e . 

CHAIRMAN LeMAY: Thank y o u , Mr. 

Pea r c e . Q u e s t i o n s f o r Mr. C r a w f o r d ? 

MR. STOVALL: One q u e s t i o n , Mr. 

C r a w f o r d . Are t h e r u l e s as p r o p o s e d by t h e 

D i v i s i o n , do t h e y a c c o m p l i s h t h e r e s u l t w h i c h 

w i l l p e r m i t t h e t y p e o f t h i n g w h i c h E l Paso 
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t h i n k s i s a p p r o p r i a t e i n t h i s s i t u a t i o n as you've 

t e s t i f i e d t o ? 

THE WITNESS: I b e l i e v e t h a t t h e y a r e 

ad e q u a t e t o s u p p o r t what we f e e l needs t o be 

done . 

CHAIRMAN LeMAY: Commissioner B a i l e y . 

EXAMINATION 

BY COMMISSIONER BAILEY: 

Q. I u n d e r s t a n d t h a t most o f t h e gas 

c o n t r a c t s w i t h o p e r a t o r s now a r e based on h e a t i n g 

v a l u e o f t h e gas and n o t on volume p r o d u c e d . I 

u n d e r s t a n d t h a t h o l d s t r u e f o r most o f t h e 

p u r c h a s e r s ? 

A. T h a t ' s c o r r e c t . A l l o f t h e s e t t l e m e n t s 

a r e done i n a d e k a t h e r m b a s i s . P r o b a b l y t h e 

d i f f e r e n c e when you see d e k a t h e r m and Mcf i s t h a t 

i n t h e method and i n n o r m a l d i s p a t c h i n g t h e y 

s t i l l use Mcf. 

And i n t h e f o r m u l a y o u ' l l see t h a t , i f 

you want t o t u r n t o t a b 8, y o u ' l l see where we do 

a l l t h i s c a l c u l a t i o n on Mcf. We c o u n t t h e 

h o u r s . I t goes i n t o t h e company's volume 

c a l c u l a t i o n d e p a r t m e n t . They c a l c u l a t e t h e Mcf. 

Then y o u ' l l see where t h a t i s c o n v e r t e d t o 

d e k a t h e r m based on t h e gas sample a n a l y s i s o f how 
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many B t u ' s t h a t gas h o l d s . 

And so i t does n o t change c o n t r a c t s . 

The Mcf w i l l s t i l l be c o n v e r t e d t o d e k a t h e r m f o r 

s e t t l e m e n t . 

Q. Are you s e e i n g a s e a s o n a l v a r i a t i o n i n 

h e a t i n g v a l u e p er Mcf f o r any p a r t i c u l a r w e l l s ? 

A. There i s a p o s s i b i l i t y f o r s e a s o n a l 

v a r i a t i o n based on t e m p e r a t u r e , and we c e r t a i n l y 

have i t on low f l o w w e l l s . 

Q. Does t h a t make t h e t i m i n g o f t h e 

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

t h e p r o d u c e r t h e n ? 

A. The t i m i n g can a f f e c t t h e B t u . I f you 

t a k e a t e s t i n t h e m i d d l e o f t h e warmer w e a t h e r , 

t h e B t u ' s i s g o i n g t o be h i g h e r t h a n i n t h e c o l d 

w e a t h e r , t h e g a s o l i n e c o n t e n t f a l l o u t , t h e B t u ' s 

a r e l o w e r . 

We e x p e c t most o f o u r t e s t s t o o c c u r 

f r o m a March t o O c t o b e r t i m e f r a m e , w h i c h w o u l d 

be t o t h e a d v a n t a g e o f t h e p r o d u c e r and t h e 

r o y a l t y owner. 

COMMISSIONER BAILEY: Okay. I guess 

t h a t t a k e s c a r e o f i t t h e n . 

CHAIRMAN LeMAY: Commissioner Weiss. 

EXAMINATION 
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BY COMMISSIONER WEISS: 

Q. I t ' s been my e x p e r i e n c e t o n e v e r , n o t 

e v e r , use two m e t e r s . And I t h i n k you c o n f i r m e d 

t h a t , b u t i f you had t o use one on any gas w e l l , 

w h i c h one w o u l d you use? Which t y p e , t h e o r i f i c e 

o r t h e Welk e r ? 

A. For low f l o w o r any w e l l ? 

Q. For any we 1 1 . 

A. W e l l , f o r any w e l l you w o u l d want t o 

use t h e o r i f i c e r e c o r d e r , b u t t h e o r i f i c e 

r e c o r d e r expense o f o p e r a t i o n does n o t l e n d 

i t s e l f t o t h e low f l o w . I t ' s j u s t t o o e x p e n s i v e 

a method t o -- i n E l Paso's s i t u a t i o n we a c t u a l l y 

l o s e money on t h e low f l o w where we t r a n s p o r t 

t h a t gas. I t ' s c o s t i n g us more t o o p e r a t e t h e 

meter s t a t i o n t h a n t h e t r a n s p o r t a i o n o f t h e gas 

f r o m t h o s e w e l l s , t h e r e v e n u e f r o m t h a t 

t r a n s p o r t a t i o n . 

Q. Does a Welker meter work on a h i g h 

volume w e l l o r a c o n v e n t i o n a l w e l l ? 

A. I t w o u l d b u t you'd g e t t o t h e p o i n t 

where t h e r i s k , e i t h e r t o t h e p r o d u c e r , r o y a l t y 

owner, o r t h e p i p e l i n e , becomes g r e a t e r w i t h t h e 

amount o f t h e volume. The d i f f e r e n c e s you saw 

h e r e c o u l d be t h e same t h i n g b u t a t a h i g h e r 

RODRIGUEZ-VESTAL REPORTING 
t tz r\ ck \ n o o i n n n 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

16 

1 7 

1 8 

19 

20 

2 1 

22 

23 

24 

25 

69 

l e v e l . And w i t h what we see i s t h e r i s k o f b e i n g 

v e r y f a r o f f a t a low f l o w i s m i n i m a l , b o t h t o 

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

COMMISSIONER WEISS: Thank y o u . 

CHAIRMAN LeMAY: J u s t one q u e s t i o n , Mr. 

C r a w f o r d . The 125 Mcf, was i t chosen as a c u t o f f 

f o r low volume because o f y o u r g e n e r a l c o n t r a c t 

t e r m s , I guess, t h a t you c a n ' t d i s c o n n e c t a t 15. 

THE WITNESS: No, s i r . Mr. Chairman, 

Mr. H a r r y Bean, who was our measurement e n g i n e e r 

s e v e r a l y e a r s ago, was asked t o do a s t u d y on 

where t h e u n c e r t a i n t y o f measurement became o f 

such p r o p o r t i o n t h a t i t became burdensome, t h e 

u n c e r t a i n t y was g r e a t enough t h a t t h e e r r o r s 

w o u l d go b o t h ways, and t h e 15 Mcf came f r o m t h a t 

s t u d y done by Mr. Bean i n 1987. And t h e n t h a t 

number was p u t i n t o t h e t a r i f f based on h i s 

s t u d y . 

And he was a c o n t r a c t o r f o r us a t t h e 

t i m e . He r e t i r e d i n 1983, and he was v e r y 

w e l l - k n o w n i n t h e i n d u s t r y . H i s dad w r o t e 

AGA-3. 

COMMISSIONER BAILEY: When I go t h r o u g h 

t h i s , I need t o know ab o u t t h e u n i v e r s e o f t h e s e 

w e l l s t e s t e d . Are t h e y a l l f r o m one f o r m a t i o n ? 
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Are t h e y a l l p a r t i c u l a r l y one c h e m i c a l 

c o m p o s i t i o n , o r i s t h e r e r e p r e s e n t a t i o n o f most 

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

THE WITNESS: T h e r e ' s a r e p r e s e n t a t i o n 

a c r o s s t h e b a s i n , San Juan B a s i n , s t a r t i n g i n 

c l o s e t o F a r m i n g t o n o u t t o t h e J i c a r i l l a s . 

COMMISSIONER BAILEY: Are t h e y a l l 

p a r t i c u l a r l y f r o m B a s i n D a k ota o r --

THE WITNESS: No. They a r e a s a m p l i n g 

o f t h e t e n w e l l s t h a t were low f l o w s a c r o s s 

t h a t . And t h e r e i s a l i s t i n g o f where t h o s e 

w e l l s under — I'm l o o k i n g f o r t h e t a b . Excuse 

me. Under t a b 13 i s a l i s t i n g o f where t h o s e 

w e l l s -- w h i c h w e l l s were s e l e c t e d , and t h e 

i n f o r m a t i o n i s shown t h e r e . 

E v e r y t h i n g t h a t ' s on t h a t p a r t i c u l a r 

l o c a t i o n as f a r as o r i f i c e r e c o r d i n g , i t shows 

t h e o p e r a t o r , t h e w e l l name, t h e l o c a t i o n . The 

a r e a t h a t i t happens t o be i n i s a company a r e a , 

b u t i t shows -- t h a t l a s t two d i g i t s o f t h a t 

shows what a r e a and p i p e l i n e l o c a t i o n i t ' s i n . 

Shows t h e meter i n f o r m a t i o n , shows t h e d a t e o f 

t h e s w i t c h i n s t a l l a t i o n . 

COMMISSIONER BAILEY: T h a t ' s a l l . 

CHAIRMAN LeMAY: A d d i t i o n a l q u e s t i o n s 
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o f t h e w i t n e s s ? I f n o t , he may be e x c u s e d . 

Thank y o u , Mr. C r a w f o r d . 

THE WITNESS: Thank you much f o r t h e 

o p p o r t u n i t y t o ap p e a r . 

CHAIRMAN LeMAY: Mr. P e a r c e , do you 

have a n y t h i n g f u r t h e r ? 

MR. PEARCE: I do n o t , Mr. Chairman. 

Thank y o u . 

CHAIRMAN LeMAY: A l l r i g h t . Mr. C a r r . 

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

Commission, a t t h i s t i m e I w o u l d c a l l Mr. B i l l 

H a wkins. 

JAMES WILLIAM HAWKINS 

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

d u l y s w o r n , was examined and t e s t i f i e d as 

f o 1 l o w s : 

EXAMINATION 

BY MR. CARR: 

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

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

A. James W i l l i a m Hawkins. 

Q. Mr. Hawkins, where do you r e s i d e ? 

A. Denver, C o l o r a d o . 

Q. By whom a r e you employed and i n what 

capac i t y ? 
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A. I am employed by Amoco P r o d u c t i o n 

Company as a S e n i o r P e t r o l e u m E n g i n e e r i n g 

A s s o c i a t e r e s p o n s i b l e f o r r e g u l a t o r y a f f a i r s i n 

C o l o r a d o and New M e x i c o . 

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 Commission? 

A. Yes, I have. 

Q. At t h a t t i m e were y o u r c r e d e n t i a l s as a 

p e t r o l e u m e n g i n e e r a c c e p t e d and made a m a t t e r o f 

r e c o r d ? 

A. Yes, t h e y were. 

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

have been p r o p o s e d i n t h i s p r o c e e d i n g t o 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 403? 

A. Yes, I am. 

Q. Have you caused t h e s e changes t o be 

r e v i e w e d by Amoco p e r s o n n e l l o c a t e d b o t h i n 

Denver and i n t h e Hou s t o n r e g i o n s ? 

A. Yes, I have. 

Q. And so r e p r e s e n t a t i v e s o f Amoco who a r e 

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

n o r t h w e s t and s o u t h e a s t e r n p o r t i o n o f t h e s t a t e , 

have been i n v o l v e d i n t h i s r e v i e w ? 

A. Yes. 

Q. Are you p r e p a r e d t o comment on t h e s e 
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r u l e s f o r y o u r company and e x p r e s s t h e i r 

c o n c e r n s ? 

A . Yes, l a m . 

MR. CARR: Are t h e w i t n e s s ' 

q u a l i f i c a t i o n s a c c e p t a b l e ? 

CHAIRMAN LeMAY: They a r e a c c e p t a b l e . 

Q. Mr. Hawkins, how many w e l l s does Amoco 

o p e r a t e i n New Mexico w h i c h m i g h t be a f f e c t e d by 

t h i s p a r t i c u l a r p r o p o s a l ? 

A. We e s t i m a t e t h a t a p p r o x i m a t e l y 700 

w e l l s t h a t Amoco o p e r a t e s w o u l d be a f f e c t e d by 

t h i s p r o p o s a l . 

Q. And o f t h a t 700 how many o f t h o s e a r e 

c u r r e n t l y p r o d u c i n g ? 

A. About 250 a r e p r o d u c i n g . The r e m a i n d e r 

a r e i n c a p a b l e o f p r o d u c i n g a g a i n s t c u r r e n t l i n e 

p r e s s u r e . 

Q. Have Amoco's c o n c e r n s p r e v i o u s l y been 

s u b m i t t e d t o t h e Commission? 

A. Yes, t h e y have. I n a l e t t e r d a t e d 

O c t o b e r 3, I p r o v i d e d t h e Commission our c o n c e r n s 

and some p r o p o s e d l a n g u a g e t h a t we'd l i k e t o see 

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

Q. Has a copy o f t h a t l e t t e r been marked 

as Amoco P r o d u c t i o n Company E x h i b i t No. 1 i n t h i s 
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case? 

A. Yes, i t has. 

Q. Would you r e f e r t o t h a t e x h i b i t and 

t h e n j u s t b r i e f l y r e v i e w f o r t h e Commission 

Amoco's c o n c e r n s and t h e n a l s o move r i g h t on i n 

and e x p l a i n t h e amendment w h i c h a r e you 

p r o p o s i n g . 

A. I n g e n e r a l , Amoco i s i n s u p p o r t o f t h e 

p r o p o s e d r e v i s i o n t o measurement f o r low volume 

gas w e l l s . We do have a c o u p l e o f c o n c e r n s we'd 

l i k e t o e x p r e s s . F i r s t , we have a c o n c e r n t h a t 

t h e o p e r a t o r have p r i m a r y c o n t r o l o v e r w h i c h 

w e l l s w o u l d be a f f e c t e d by t h i s measurement 

p r o c e d u r e . 

The r e a s o n f o r t h a t i s t h a t a l t h o u g h 

t h e r e a r e a number o f w e l l s w h i c h may f a l l u nder 

15 Mcfd v o l u m e s , h i s t o r i c a l r e c o r d s may show t h a t 

t h a t w e l l has a s i g n i f i c a n t l y h i g h e r c a p a c i t y a t 

v a r y i n g l i n e p r e s s u r e s . And i t may be more 

i m p o r t a n t t o go ahead and c o n t i n u e a c t u a l 

measurement on some o f t h o s e w e l l s t o g e t t h e 

most a c c u r a t e measurement p o s s i b l e as opposed t o 

g o i n g t o t h e low volume method. 

Q. Now, l a n g u a g e i n t h e c u r r e n t r u l e w o u l d 

r e q u i r e o p e r a t o r c o n c u r r e n c e b e f o r e an 
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a l t e r n a t i v e method was a c t u a l l y employed; i s n ' t 

t h a t r i g h t ? 

A. T h a t ' s c o r r e c t . And we want t o make 

s u r e t h a t t h a t l a n g u a g e i s r e t a i n e d i n t h e 

p r o p o s e d r u l e . 

Q. Now, Amoco i s a l s o recommending a 

p r o p o s e d amendment t o t h e r u l e . Would you 

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

A. Yes. The amendment we'd l i k e t o see 

i n s e r t e d i n t o t h e r u l e i s as f o l l o w s : The 

o p e r a t o r may a p p l y f o r a new p r o d u c t i o n t e s t on 

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

such as l o w e r i n g o f t h e l i n e p r e s s u r e , e t 

c e t e r a . 

Our c o n c e r n h e r e i s t h a t many o f t h e 

w e l l s t h a t we have t h a t a r e n o t c a p a b l e o f 

p r o d u c i n g i n t o t h e c u r r e n t l i n e p r e s s u r e have 

h i s t o r i c a l l y p r o d u c e d a t r a t e s o f 500 Mcfd. I f 

t h e r e a r e some changes i n l i n e p r e s s u r e t h a t 

c o u l d r e s u l t i n s i g n i f i c a n t changes i n 

p r o d u c t i o n , we t h i n k t h a t t h o s e s h o u l d be a l l o w e d 

t o be r e t e s t e d and t h a t l a n g u a g e , e x p l i c i t 

l a n g u a g e , i n t h e r u l e s s h o u l d a l l o w f o r a r e t e s t 

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

I r e c o g n i z e t h a t t h e c u r r e n t l a n g u a g e 

RODRIGUEZ-VESTAL REPORTING 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

76 

a l l o w s f o r t e s t i n g on an a n n u a l b a s i s , and t h a t 

may n o t be a p p r o p r i a t e f o r e v e r y w e l l i n New 

Mexico t h a t w o u l d f a l l u n der t h i s c a t e g o r y . 

Q. Now, Mr. Hawkins, i f t h e p r o p o s e d 

amendments t o Rule 403 a r e a d o p t e d w i t h t h e 

amendment p r o p o s e d by Amoco, do you have an 

o p i n i o n as t o w h e t h e r o r n o t t h e c o r r e l a t i v e 

r i g h t s o f p r o d u c e r s i n New Mexico w i l l be 

p r o t e c t e d ? 

A. Yes. I t h i n k w i t h t h i s a d d i t i o n a l 

l a n g u a g e i t w i l l h e l p 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 a l l p a r t i e s i n v o l v e d . The la n g u a g e we 

have o f f e r e d i s p r i m a r i l y t o show our c o n c e r n . I 

t h i n k t h e NMOCD c o u l d c e r t a i n l y m o d i f y t h a t 

l a n g u a g e somewhat, b u t we w o u l d l i k e t o see 

p r o v i s i o n f o r a r e t e s t . 

Q. Was E x h i b i t No. 1 p r e p a r e d by you? 

A. Yes, i t was. 

MR. CARR: At t h i s t i m e we w o u l d move 

t h e a d m i s s i o n o f Amoco P r o d u c t i o n Company E x h i b i t 

No . 1 . 

CHAIRMAN LeMAY: W i t h o u t o b j e c t i o n 

E x h i b i t No. 1 w i l l be a d m i t t e d i n t o t h e r e c o r d . 

MR. CARR: That c o n c l u d e s my d i r e c t 

e x a m i n a t i o n o f Mr. Hawkins. 
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CHAIRMAN LeMAY: Thank you, Mr. C a r r . 

Q u e s t i o n s o f Mr. Hawkins? Mr. Pe a r c e . 

MR. PEARCE: Thank y o u , Mr. Chairman. 

EXAMINATION 

BY MR. PEARCE: 

Q. Mr. Hawkins, i f I may b r i e f l y , I t h i n k , 

under R o b e r t s R u l e s o f O r d e r , what I want t o know 

i s i f y o u ' l l t a k e an amendment t o y o u r 

amendment. Your s u g g e s t e d change t o Rule 403 has 

r a i s e d a c o n c e r n t h a t r e t e s t i n g c o u l d be r e q u i r e d 

based on what have i n t h e p a s t been n o r m a l 

p i p e l i n e p r e s s u r e f l u c t u a t i o n s . O b v i o u s l y , t h o s e 

p i p e l i n e p r e s s u r e s a r e n o t e x a c t l y t h e same a l l 

t h e t i m e . 

We u n d e r s t a n d what y o u ' r e s u g g e s t i n g i s 

t h a t you a r e t a l k i n g a b o u t some k i n d o f 

s u b s t a n t i a l change, and we u n d e r s t a n d t h a t 

c o n c e r n . I'm w o n d e r i n g i f you w o u l d o b j e c t t o 

t h e p a r e n t h e t i c a l i n y o u r s u g g e s t e d change w h i c h 

c u r r e n t l y s a y s , "such as l o w e r i n g o f t h e l i n e 

p r e s s u r e , e t c e t e r a , " be amended t o p r o v i d e , 

"such as a s u b s t a n t i a l change i n l i n e p r e s s u r e , 

e t c e t e r a . " 

We hope t h a t w i l l t a k e c a r e o f y o u r 

c o n c e r n and t h e o t h e r c o n c e r n a b o u t e x c e s s i v e 
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r e t e s t i n g o f w e l l s . 

A. I d o n ' t have a p r o b l e m w i t h t h a t . I 

t h i n k t h e c o n c e r n we have i s t h a t o p e r a t i n g 

c o n d i t i o n s may change, and we're n o t s u r e how 

much o f a change m i g h t r e s u l t i n a s u b s t a n t i a l 

change i n p r o d u c i n g v olume. 

So where we see i n d i c a t i o n s t h a t 

s u b s t a n t i a l change i n p r o d u c i n g volume i s 

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

t h e n I t h i n k t h o s e w e l l s s h o u l d be a l l o w e d t o 

have a r e t e s t . 

I'm n o t e x a c t l y s u r e what a p p r o p r i a t e 

l a n g u a g e s h o u l d be p u t i n t h e r u l e , b u t I t h i n k 

t h e p r o v i s i o n f o r t h a t r e t e s t s h o u l d be a l l o w e d . 

MR. PEARCE: W i t h t h e u n d e r s t a n d i n g , 

Mr. Chairman, I t h i n k we've j u s t s o r t o f 

summarized between u s , we, E l Paso, does n o t have 

an o b j e c t i o n t o t h e p r o p o s e d amendment. 

CHAIRMAN LeMAY: Thank y o u , Mr. 

Pea r c e . 

MR. PEARCE: Thank you, Mr. Hawkins. 

CHAIRMAN LeMAY: A d d i t i o n a l q u e s t i o n s 

o f t h e w i t n e s s ? 

MR. STOVALL: I have one, Mr. Chairman, 

j u s t f o r c l a r i f i c a t i o n on t h a t . 
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EXAMINATION 

BY MR. STOVALL: 

Q. As t h e r u l e i s w r i t t e n , i t b a s i c a l l y 

r e q u i r e s an a p p l i c a t i o n . And f r o m an o p e r a t o r ' s 

p e r s p e c t i v e , i f you saw a s i t u a t i o n where you 

f e l t t h a t , f o r example, l i n e p r e s s u r e s went down 

c o n s i d e r a b l y o v e r a p e r i o d , w o u l d i t be y o u r 

u n d e r s t a n d i n g t h a t you c o u l d w i t h d r a w y o u r 

r e q u e s t f o r y o u r a l t e r n a t i v e measurement, i n 

e f f e c t , go back t o a --

A. W e l l , I'm n o t s u r e i f I have t h a t 

u n d e r s t a n d i n g o r n o t . My u n d e r s t a n d i n g i s t h a t 

t h e r e w o u l d be an agreement between t h e p i p e l i n e 

company and t h e o p e r a t o r t o use an a l t e r n a t e 

method. 

I t h i n k we w o u l d a l s o have t o have t h a t 

agreement between t h o s e p a r t i e s when y o u ' r e g o i n g 

t o r e v e r t back t o an a c t u a l measurement. And I'm 

n o t s u r e t h a t t h a t agreement may a l w a y s be e a s i l y 

o b t a i n e d . 

But I do t h i n k t h e r e s h o u l d be some 

e x p l i c i t l a n g u a g e t h a t a l l o w s f o r some c h a n g i n g 

c o n d i t i o n s and changes i n what t h e e x p e c t e d 

p r o d u c i n g r a t e o f t h a t w e l l m i g h t have been and 

p r o v i d e a t l e a s t a f o r u m f o r o p e r a t o r s and 
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p i p e l i n e companies t o come b e f o r e t h e NMOCD and 

i f n e c e s s a r y r e q u e s t r e t e s t . 

And I t h i n k t h i s t y p e o f amendment i n 

t h i s r u l e w o u l d p r o v i d e f o r t h a t . 

Q. Are you s u g g e s t i n g t h e n t h a t , j u s t t o 

use an example, t h a t w i t h y o u r amendment what 

w o u l d happen i s , say, i f Amoco f e l t t h a t l i n e 

p r e s s u r e s had gone down and r e m a i n e d down 

somewhat, w h i c h w o u l d mean more p r o d u c t i o n , t h a t 

you w o u l d go t o E l Paso and say, " L e t ' s r e t e s t . " 

And i f E l Paso -- o r t h e t r a n s p o r t e r , I 

s h o u l d say — d i d n ' t a g r e e , t h a t you w o u l d t h e n 

come t o t h e OCD and say, " R e q u i r e a r e t e s t " ; i s 

t h a t t h e c o n c e p t o f y o u r p r o p o s a l ? 

A. I t h i n k t h a t w o u l d be p a r t o f i t , y e s . 

I t h i n k o r i g i n a l l y , o r i n i t i a l l y , i f we f e e l 

t h e r e l i k e t h e r e a r e some p r o b l e m s i n c a l c u l a t i n g 

t h e w e l l ' s p r o d u c t i o n , we w o u l d go t o t h e 

t r a n s p o r t e r , p i p e l i n e company, and ask f o r a 

r e t e s t . And under t h e p r o p o s e d l a n g u a g e , i f b o t h 

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

s u b m i t t e d t o t h e NMOCD f o r a p p r o v a l . 

I f t h e r e was n o t agreement between t h e 

p i p e l i n e company and t h e o p e r a t o r , I t h i n k t h i s 

l a n g u a g e w o u l d a l s o a l l o w a t l e a s t a f o r u m f o r 
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t h o s e p a r t i e s t o come b e f o r e t h e NMOCD and 

r e q u e s t a new t e s t u nder o r d e r , i f n e c e s s a r y . 

MR. STOVALL: I have n o t h i n g f u r t h e r . 

MR. SEXTON: Do you know y o u r w e l l 

c h a r a c t e r i s t i c s w e l l enough t o w r i t e t h i s i n t o 

t h e agreement t h a t you s u b m i t t o u s , say, i f l i n e 

p r e s s u r e s v a r i e s so much, a new t e s t can be 

c a l l e d and g e t a p p r o v a l f r o m t h e p i p e l i n e b e f o r e 

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

t h e --

THE WITNESS: I t h i n k f o r t h e m a j o r i t y 

o f t h e w e l l s t h a t we have, t h e y a r e — we a r e 

c u r r e n t l y a u t o m a t e d , and we w o u l d have v e r y good 

r e c o r d s o v e r what t h e w e l l ' s p r o d u c i n g 

c h a r a c t e r i s t i c s a r e and what t h e l i n e p r e s s u r e s 

a r e l i k e l y t o be. I t h i n k t h e r e w o u l d be 

s u f f i c i e n t i n f o r m a t i o n t o come b e f o r e t h e gas 

g a t h e r i n g company o r t r a n s p o r t e r and p r e s e n t t h a t 

i n f o r m a t i o n and r e q u e s t a r e t e s t . 

The m a j o r i t y o f t h e t i m e , I'm h o p e f u l 

t h a t b o t h p a r t i e s can a g r e e on t h e need f o r a 

r e t e s t and r e s u b m i t t a l t o t h e NMOCD. The c o n c e r n 

I have i s t h a t i f t h a t agreement c o u l d n ' t be 

r e a c h e d , t h a t t h e r e m i g h t s t i l l be a t l e a s t an 

avenue f o r r e c o n c i l i a t i o n , I suppose, b e f o r e t h e 
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NMOCD. 

But I am h o p e f u l t h a t f o r a l l w e l l s 

t h a t we ag r e e between p r o d u c e r s and t r a n s p o r t e r s 

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

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

c h a n g i n g and a new t e s t i s needed, t h e n agreement 

can be r e a c h e d and we can j u s t s u b m i t i t t o t h e 

NMOCD. 

MR. SEXTON: S h o u l d t h i s p a r t -- one o f 

t h e t h i n g s we were t r y i n g t o g e t away f r o m i s 

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

p r o d u c e r and t h e f e e t o come t o a h e a r i n g . Can 

you s u b m i t t h i s d a t a t h a t y ou'd l i k e t o see a new 

t e s t on on t h i s f o r m t o where i t can be done, o r 

t h e m a j o r i t y o f them can be a g r e e d on a t t h e 

d i s t r i c t l e v e l i n s t e a d o f coming t o a h e a r i n g ? 

THE WITNESS: Oh, I w o u l d hope so, 

yes . I p u t t h a t i n t o our t e s t i m o n y t h a t t h e 

NMOCD m i g h t be r e q u i r e d s i m p l y as an i n d i c a t i o n 

t h a t t h e r e may n o t a l w a y s be agreement between a 

p r o d u c e r and a t r a n s p o r t e r . I t h i n k t h e m a j o r i t y 

o f t h e t i m e t h o s e p a r t i e s can ag r e e and, 

h o p e f u l l y , a r e e n c o u r a g e d t o agre e on a number 

t h a t w i l l be r e a s o n a b l y a c c u r a t e and p r o t e c t 

c o r r e l a t i v e r i g h t s and p r e v e n t t h e p r e m a t u r e 
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abandonment o f a number o f low volume gas w e l l s . 

But I do f o r e s e e p o t e n t i a l where t h o s e 

p a r t i e s w o u l d n o t agr e e and we may need t o do 

s o m e t h i n g beyond j u s t s a y i n g we c a n ' t a g r e e on 

what t o do. 

CHAIRMAN LeMAY: Commissioner Weiss. 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. Who pays f o r a t e s t ? 

A. I'm n o t s u r e i f t h e t e s t i s p a i d f o r by 

t h e o p e r a t o r o r m u t u a l l y by t h e t r a n s p o r t e r and 

o p e r a t o r o r what. 

Q. Seems t o me t h a t w o u l d have some 

i m p a c t . And t h e n t h e o t h e r q u e s t i o n , you 

m e n t i o n e d i n y o u r t e s t i m o n y t h e r e a t t h e 

b e g i n n i n g , you had 700 w e l l s , 250 o f w h i c h a r e 

pr o d u c i n g ? 

A. These a r e t h e w e l l s t h a t w o u l d be 

a f f e c t e d , p o t e n t i a l l y a f f e c t e d , by t h i s . Amoco 

o p e r a t e s , oh, p r o b a b l y on t h e o r d e r o f 4,000 

w e l l s i n t h e San Juan B a s i n , b u t a b o u t 700 o f 

them we c u r r e n t l y show w o u l d be 15 Mcfd or l e s s 

i n t h e i r c u r r e n t p r o d u c i n g c h a r a c t e r i s t i c s . And 

of t h a t 700, a b o u t 250 o f them a r e c u r r e n t l y 

p r o d u c i n g , and t h e o t h e r 450 a r e u n a b l e t o 
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p r o d u c e r i g h t now a t t h e c u r r e n t l i n e p r e s s u r e s . 

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

450 w e l l s , o r do you have an e s t i m a t e o f how 

many? I'm j u s t c u r i o u s as t o --

A. W e l l , I t h i n k we're g o i n g t o have t o 

see some l o w e r i n g o f t h e l i n e o f p r e s s u r e b e f o r e 

we can t e l l . At t h i s p o i n t i f t h e y ' r e u n a b l e t o 

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

j u s t s h u t i n . I f l i n e p r e s s u r e s do come down, 

t h e n t h o s e w e l l s w o u l d have t o be t e s t e d t o 

d e t e r m i n e w h e t h e r o r n o t t h e y ' r e g o i n g t o f a l l i n 

t h e Mcfd o r l e s s c a t e g o r y o r n o t . 

To p u t i t i n p e r s p e c t i v e , t h e w e l l s 

t h a t a r e c u r r e n t l y s h u t i n have h i s t o r i c a l l y 

a v e r a g e d a b o u t 100 Mcfd i n t o t a l , b u t many o f 

them p r o d u c e as much as 500 Mcfd o r more. So 

some o f t h o s e w e l l s t h a t c a n ' t buck l i n e p r e s s u r e 

p r o b a b l y w o u l d n o t f a l l i n t h e l e s s t h a n 15 Mcfd 

r a t e i f l i n e p r e s s u r e s b e g i n t o come down. 

COMMISSIONER WEISS: Thank y o u . 

CHAIRMAN LeMAY: J u s t a q u e s t i o n t o 

f o l l o w up a l i t t l e b i t on Mr. S e x t o n ' s 

q u e s t i o n s . 

EXAMINATION 

BY CHAIRMAN LeMAY: 
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Q. I s i t y o u r u n d e r s t a n d i n g t h a t some 

o p e r a t o r agreement w i t h t h e t r a n s p o r t e r w o u l d 

a l s o maybe d e f i n e s u b s t a n t i a l d e p e n d i n g upon t h e 

w e l l s i n t h e area? You're t a l k i n g a b o u t how much 

of a p r e s s u r e s w i n g i n t h a t p i p e l i n e t h a t w o u l d 

r e q u i r e r e t e s t i n g ? 

A. I t ' s d i f f i c u l t f o r me t o say t h a t we 

can i d e n t i f y t o d a y o r even i n t h e near f u t u r e 

what amount o f p i p e l i n e p r e s s u r e change w o u l d be 

c a l l e d s u b s t a n t i a l . I t h i n k y o u ' r e g o i n g -- i t 

may v a r y on i n d i v i d u a l w e l l s . 

A s m a l l change i n p r e s s u r e on some 

w e l l s may r e s u l t i n a v e r y s m a l l change i n r a t e , 

and t h e r e may be no q u e s t i o n on t h o s e t y p e o f 

w e l l s . 

O t h e r w e l l s , as I ' v e i n d i c a t e d , may 

have a s u b s t a n t i a l change i n p r o d u c i n g r a t e w i t h 

a r e l a t i v e l y s m a l l change i n p i p e l i n e p r e s s u r e , 

and t h o s e a r e t h e ones t h a t I t h i n k we w o u l d have 

t h e most c o n c e r n o v e r . 

And so I d o n ' t know t h a t i t ' s 

n e c e s s a r i l y a s u b s t a n t i a l change i n p i p e l i n e 

p r e s s u r e as i t i s a s u b s t a n t i a l change i n 

e x p e c t e d p r o d u c t i o n due t o c h a n g i n g o p e r a t i n g 

c o n d i t i o n s . 
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I f you'd see what I mean, n o t a l l w e l l s 

a r e g o i n g t o change on t h e same amount d e p e n d i n g 

on a, you know, a 20 pound p r e s s u r e d i f f e r e n t i a l 

o r a change i n t h e p i p e l i n e p r e s s u r e . 

MR. CHAVEZ: F r a n k Chavez, OCD A z t e c . 

Mr. Hawkins, w o u l d n ' t i t a l s o be 

a p p r o p r i a t e f o r an amendment t o i n c l u d e t h e 

p r o v i s i o n f o r t h e t r a n s p o r t e r t o r e q u e s t a r e t e s t 

i n case o f s i g n i f i c a n t changes i n o p e r a t i n g 

c o n d i t i o n s ? 

THE WITNESS: C e r t a i n l y . 

CHAIRMAN LeMAY: Mr. Pea r c e . 

MR. PEARCE: Mr. Chairman, i f I may 

j u s t add s o m e t h i n g w i t h r e g a r d t o t h e q u e s t i o n 

t h a t Commissioner Weiss asked a b o u t payment f o r 

t h e s e . 

E l Paso has had some i n t e r n a l 

d i s c u s s i o n s a b o u t w h a t ' s a p p r o p r i a t e and f a i r i n 

t h a t r e g a r d . And I t h i n k what we've come t o --

and I'm n o t s u r e i t ' s a s u g g e s t i o n f o r i n c l u s i o n 

i n t h e r u l e -- b u t we b e l i e v e t h a t i t ' s 

a p p r o p r i a t e f o r t h e t r a n s p o r t e r g a t h e r e r t o be 

r e s p o n s i b l e f o r b e a r i n g c o s t s o f t h e a n n u a l 

t e s t i n g b u t t h a t w h i c h e v e r p a r t y r e q u e s t s t h e 

su b s e q u e n t s p e c i a l t e s t be c h a r g e d w i t h b e a r i n g 

RODRIGUEZ-VESTAL REPORTING 
/ R n \ ann-iT-To 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

16 

1 7 

1 8 

19 

20 

21 

22 

23 

24 

25 

87 

t h e c o s t o f t h a t t e s t . 

And we w o u l d s u g g e s t t h a t t h e Amoco 

p r o p o s a l t h a t t h e o p e r a t o r can a p p l y f o r a new 

p r o d u c t i o n t e s t be amended t o i n c l u d e a p r o v i s i o n 

f o r e i t h e r t h e o p e r a t o r o r t h e t r a n s p o r t e r t o 

r e q u e s t t h a t s p e c i a l t e s t . 

As I say, I d o n ' t know t h a t t h a t ' s 

a n y t h i n g t h a t o u g h t t o go i n t h e r u l e , b u t I d i d 

want t o g i v e Commissioner Weiss E l Paso's sense 

a b o u t what m i g h t be a f a i r s o l u t i o n t o t h a t 

p r o b l e m . 

CHAIRMAN LeMAY: Thank you, Mr. 

Pear c e . I t h i n k t h a t i s h e l p f u l s i n c e i t wasn't 

b r o u g h t up p r e v i o u s l y . 

MR. STOVALL: I n o t h e r w o r d s , Mr. 

Pea r c e , i f I m i g h t c l a r i f y what you say, i s t h a t 

t h e i s s u e o f c o s t i s s t i l l s o m e t h i n g t o be 

d e c i d e d between t h e o p e r a t o r and t h e t r a n s p o r t e r 

and i t s h o u l d n ' t be a d d r e s s e d by t h e Commission; 

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

MR. PEARCE: T h a t ' s my p e r s o n a l sense. 

My c l i e n t may s h o o t me i n t h e back o f t h e head, 

b u t t h a t 1 s my sense. 

MR. STOVALL: I c e r t a i n l y t h i n k t h a t ' s 

t h e D i v i s i o n ' s p o s i t i o n . 
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UNIDENTIFIED SPEAKER: To s h o o t him? 

MR. STOVALL: We t h o u g h t o f t h a t t o o . 

And what was t h e name f o r t h e r e c o r d on t h a t ? 

CHAIRMAN LeMAY: That guy t h e r e . 

A d d i t i o n a l q u e s t i o n s f o r t h e w i t n e s s ? 

I f n o t , he may be ex c u s e d , and we can f i n i s h t h i s 

t h i n g up. 

Mr. McCord. 

MR. McCORD: Mr. Chairman, I have a 

l e t t e r I ' d l i k e t o r e a d and made a p a r t o f t h e 

r e c o r d . Can I do i t h e r e , o r w o u l d you l i k e me 

t o go up — 

MR. STOVALL: Would you come up f o r t h e 

r e c o r d i n g , so she can r e c o r d i t w i t h t h e mik e , 

K e v i n . 

CHAIRMAN LeMAY: L e t me ask yo u , a t 

t h i s p o i n t , I t h i n k t h a t p r o b a b l y w o u l d w o u l d be 

a s t a t e m e n t . I'm w o n d e r i n g i f t h e r e a r e any 

o t h e r w i t n e s s e s t h a t w o u l d l i k e t o o f f e r 

t e s t i m o n y i n t h e case, o r a r e we a t t h e p o i n t now 

where p r o b a b l y we'd be t a k i n g s t a t e m e n t s ? 

Okay. Mr. McCord, you may p r o c e e d w i t h 

y o u r s t a t e m e n t . 

MR. McCORD: I have a l e t t e r h e r e f r o m 

R o b e r t L. B a y l e s s t o t h e OCD, a t t e n t i o n Mr. B i l l 
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LeMay, D i r e c t o r . 

"Gentlemen: R o b e r t L. B a y l e s s w o u l d 

l i k e t o go on r e c o r d i n s u p p o r t o f t h e p r o p o s e d 

changes t o OCD G e n e r a l R u l e s No. 403 and 1110 

c o n c e r n i n g low volume gas w e l l s . U n f o r t u n a t e l y , 

we o p e r a t e a c o n s i d e r a b l e amount o f low volume 

w e l l s i n w h i c h t h e c u r r e n t m e t e r i n g c o s t s meet or 

exceed r e v e n u e s c u r r e n t l y b e i n g g e n e r a t e d by t h e 

we 11 . 

"The p r o p o s a l f o r a l t e r n a t e measurement 

methods f o r low volume gas w e l l s s u b m i t t e d by E l 

Paso N a t u r a l Gas Company a p p e a r s t o be a w i n - w i n 

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

"We en c o u r a g e t h e NMOCD and t h e BLM 

r e g u l a t o r y a g e n c i e s t o a c c e p t l e s s e x p e n s i v e 

methods o f d e t e r m i n i n g w e l l p r o d u c t i o n volumes t o 

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

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

and t o our s t a t e . S i n c e r e l y , R o b e r t L. B a y l e s s , 

P r o d u c e r . " 

CHAIRMAN LeMAY: Thank y o u . 

MR. McCORD: Would you l i k e a copy o f 

t h i s l e t t e r ? 

CHAIRMAN LeMAY: P l e a s e . Thank y o u , 

Mr. McCord. 
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Mr. K e l l a h i n . 

MR. KELLAHIN: Thank y o u , Mr. 

Chairman. On b e h a l f o f t h e New Mexico O i l and 

Gas A s s o c i a t i o n , we want t o t h a n k Mr. S e x t o n f o r 

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

p r o v i d e what we t h i n k i s a v i a b l e r u l e change t o 

p r o v i d e n o t o n l y t h e s m a l l o p e r a t o r s , such as Mr. 

B a y l e s s and Mr. Dugan and o t h e r s i n t h e 

n o r t h w e s t , b u t t h e l a r g e r o p e r a t o r s t h e 

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

o i l and gas r e c o v e r i e s up i n t h e s e f i e l d s . 

And we t h a n k you f o r t h e o p p o r t u n i t y t o 

make t h e s e r u l e changes, and we t h i n k o u r 

membership w i l l welcome t h o s e changes and we can 

t a k e a d v a n t a g e o f them. Thank y o u . 

CHAIRMAN LeMAY: Thank y o u , Mr. 

K e 1 l a h i n . 

A d d i t i o n a l s t a t e m e n t s i n Case No. 

10398? 

MR. STOVALL: Mr. Chairman, i t ' s 

a l r e a d y been done, b u t as I i n d i c a t e d d u r i n g Mr. 

Se x t o n ' s t e s t i m o n y , t h e a c t u a l f o r m , what w i l l be 

t h e C-136 i f a p p r o v e d by t h e Commission, 

c e r t a i n l y w o u l d a d v i s e y o u , i t ' s p r o b a b l y 

u n n e c e s s a r y t o say so, b u t p l e a s e comment on how 
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i t w o r k s once we s t a r t w o r k i n g w i t h i t . I t h i n k 

t h a t r e a l l y i s g o i n g t o be t h e w o r k i n g t o o l t h a t 

makes t h i s s y s t e m work. So keep us i n f o r m e d once 

we g e t g o i n g . 

A g a i n , I'm making a p r e s u m p t i o n t h a t 

t h e Commission m i g h t a d o p t t h i s r u l e . But i f 

t h e y do, t e l l us how i t ' s g o i n g . 

CHAIRMAN LeMAY: I w o u l d a l s o l i k e t o 

s t a t e t h a t we w i l l l e a v e t h e r e c o r d open t e n days 

f o r a d d i t i o n a l comments, w r i t t e n comments, f o r 

c o n s i d e r a t i o n . At t h a t t i m e we w i l l c l o s e t h e 

r e c o r d and t a k e t h e case under a d v i s e m e n t . 

Thank you v e r y much. 

(The p r o c e e d i n g s were 

c o n c l u d e d a t 10:40 a.m.) 
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