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MR. STAMETS: st thisg time,
then, we will call again Case 8749, which is the application
of the Commission relative to rescinding Order No. F=1470 to
recodify  and amend the General Rules of the -~ for ths pro-
rated gas pools.

At the conclusion of trte
hearing last month I asked Mr. H. L. Yendrick of ¥i pPaso
Matural Gas Company to chair a small committee to lcook into

two issues which cropped up at that time relatino tho

e
o}

e
%
i

1
I

finition of transporter and gas purchaser, and also to  the
test procedure for wells on units with infili wells in the
San Juan Basin,

And at this time I'd like Ffor
¥r. Hendrick tc take the stand and report on the activitics
of that committee.

I would point out that Mr. Yen-
é¢rick has previously been qualified and sworn in thiis case,

Mr. Kendrick, vyou may proczed

3
W
W
ot
g

ocu're ready.
MR, KEWDRICK; VWe have two a2yx-

nibits today. This is, hopefully, the conclusion or wrap-up

9]
i+

rthe statewide rules and the special pocl rules that hawe
been under observation for the past two years with this oom-

mittee.
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MR, STAMETS: Mr. Kendrick, bee
fore vou proceed, let me -~ let me take a2 look tharve,

wouid guaes that,

udging hy your Exhibit Number Ore, ifhat

L.

Case 8792 is also involved in your report, 20 ist'z ac abaeal
and also call Case 8792, being the application of Nor:hums!
Pipeline Company to amend Rules 403, 1109, 1111, and Ferm J=
111, and having done that, why, you can proceesd,

MR. KENDRICK: Thark VI,

Copies of these exhibits are available on the table down at

Exhibit Number OCne iz identi-

fied as Case Number 8749, which may be actually betts:

tified as tha other case, but in this particulay
are trying to set forth the difference in the purchaser, the
transporter, the nominator of gas from the waricus puols in
the State of New Mexico.

It is my understanding that the
statutes say that the purchaser of the gas will e the one
to make nominations, and in two committee mestings of  thnig
group, we think we have batted this around encugh that we
believe that the actual organization that wmight he bhetter

qualified to make nominations would be the transporter of

RBut in lieu of that, 14 haa

bean marked that the purchaser would be ths one r©o make nom-
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inations and that he may delegate that duty to the frans-—
porter or to someone 2lse that can do that,

This seems to be o vepry Jifli-

sult situation at this time, I believe the nartural aas in-

Justyy  1s c¢hanging faster teday than it has aver chanued i

tre history of the industry, and that anvthing that we onu

pu

Fer ko try to stay up-to-date with today's happenings  would
me real mark of progress,

The Form C-111, as prescrihed
upder Pule 1111, which is listed in this Fxbhibit Humber One.
iz talking about the transporter's monthly report and I be-
lieve this Exhibit Cne pretty well identifiss all «f the
~ranges that are necessary in the language to cause (=111 to
ve properly filed: however, in the last paragraph of ith
Zxhibit Ore, 1in the first line, the sta*zmsnt is madoe,
"Where gas is taken by the producer and utilized wy nim for
any of the above uses ..." I think it would be rore appro-
rriate to  take the word "him" out of that and inser? vhe

words "the producer", such that that would read, “Where gas

is taken by the producer and utilized by the producer for

any of the above uses ...".

With that, I think that would
clear vp Exhibit Number One.

MR, STAMETS: While we'ye right

there, Mr. Kendrick, let me ask Warren Curtis, wihc's hers
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today and testified on behalf of Northwest Pipeline losw
month, if they have any objection to this charnge?

MR. CURTIS: NOo, wa do not,

MR. STAMETS: Thank vyou.

MR. KENDRICK: Eghinit T

this case is labeled General Rules for the Prarated Poals =&

sow Mexlco,

I believe a hearing oOr Lwo a0
we  had some general rules that had been wovrked out  throosh

both the northwest and southeast parts of New Mazian, trving

94

o get the rul

6

»

8 in as near the same order &s pussible to b
ahle to ldentify the rules in various pools in the same nan-
ner, and I think this is pretty well done., With the genera?l
rules ocovering as much of the rules as is possible and the
special rules coming into play where there is zamebthing parc-
ricularly important about a particular pool.

Going through the “xhiibii Wwo,
there are asterisks in the left margin whers some ohandgas
have been represented and this again is talking abont Five
sag hronsporter.

On the first nage, the waoon?

saragraph from the bottom, “"the term ‘gas transpovtar’  as

iszd  in these rules shall mean any °*first taker® of gac

either at the wellhead, or at any other noeoint on the lease,

or at any other point auvthorized by the Division where oop-
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necticn is made for gas transportation or utilizaticn {(other

than that necessary for maintaining the producing abdilicy of

7

'y

the wall).,”

Lot

This mway be described sxa  tha

pelnt where the ownership of the gas may change hande oy al

least it's the first place that gas is measgured, where the

records are made and maintained for the gas from weils,

The gas purchaser in the #newt
varagraph  as used in these rules shall mean the purchassr,

&

wiere owrership of the gas is first exchanged iy the nooe

i

’u

0
®
ka
rr
G

thie purchaser for an agreed value, <& ¢he gas Fronm
a gas well or gas proration unit,

And there is Jdefinitely a dis-
tincrion between the gas transporter and the gas vurchassr.
it's still going back to the reasoning behinl? who makes o
inations and it might be felt that at time gas tranpsportss
and gas purchaser might need to be used lcousslv or intec-
~hangeably so that nomirations can be mads in the prorstion
gas pools by the person that -- or by the party +hat Yool
%nowg what the nominations should be for the next pericd,

I Dbelieve this exhibit has “a-
iinitions pretty well for all of the things that we thinx
might e necessary at today's date in order to prorate qgas,

On page two, in b}

DRCA

H
&

graphn, thesre 1is a typo change that needs to be made in the
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fourth Line of the last paragraph. The tnird word dewN fior

the righthand end of the lire is the word "by" BE-¥, ar” *hat

54

MP. BTAMRETE: $w m2hall e

MR. KENDRICK: VYes, =ir.

On the third sage of this axhi-
bit in the next to the last paragraph, in the second line of
what is labeled as paragraph 4), the word s writtsen s

"foresaid", and I would like to read this in the manner {ra*

"

72 would like to have this worded: "In lier of EFarauraph
«3) of this rule, the applicant may furnish procf of the
faimt that a8ll of the aforesaid offset onerators were aoli-
Tied Dby registered or certified mail of his intent to  {oon
suoh non-standard gas proration unit.”

On page five, the csunter of the

page right under the heading of B, Nominat ions sod  Prora

“ion Schedule, you see an asterisk in front of Ruls 27sl for

Hominations:

It says, "Bach wmonth esch gas
purchaser shall file with the Division its nromination for

tte amount of gas which it actually in gocd faith Jesirves ¢¢

‘rurvhasae'  during the ensuing proration month from each gas
pool regulated by this order.™

Reading furthar, “Ths parcheser
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mey delegate the nomination responsibility to Lo

norter by notifyving the Division's Santa Fe office.”
I think in actuality we have Lo
leave  the vwiord "purchaser"” in in the first zenternce due Lo

“he statutes cf the State, but then the opoort

aazta that to the transporter for the transporter %o fillz the
memination, T think, is the key thing about this that wher-
cvey we &t get the best figure nomination is where we feol
that that nomination should be submitted from.

MR. STAMETS: Mr., Hendvrick, I

wvonder, 1in that sentence if after the word "gas purchager®,

th

den't ¥Wnow if this is necessary, but it might be worth &

=

®

trought, 1f the phrase "cr each gas transporter as  herein-

after provided", if that would help that, if that would wmabke

it more clear that the gas transporters could normi

MR. KEMNDRICK: I havae po guain
with that. The main thing that the committes felt opn that

wags that, really, we may need someone cther than the pir-

chaser maXing nominations. In that, a specific examplils wns

broucht  to  light recently where the one well has 60 pure
chasers of gas from that well. It was our thought that tho

Commissicon might not really wish to get &0 noemirations for

-

“hat  particular well, and I'd say very long discussion was

=

neld betwveen transporter and purchaser and maybe none of  un

L |

Terxlly know, but the general consensus was that maybe the
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transporter knows more about what gas will he taken Yoouw
what puol than anyone else would kaow at that jate Jats, o

date pear enough to the takin ton make nowie

W2
ol
fzd
+
Y
ina
o
&
It

i
t

nstions for that gas.

ME. STAMETSE: Lot me - et jos
make another suggestion that perhaps we should utart  thir
out. with a sentence that says, “"Gas purchassrs OF SR8 toasae
ertevs  shall nominate as provided in this rule”,  and thsg

o through with the rest of the rule, which would sunliaslis

L]
i

ow that works,

MR. KENDRICK: i

wouid be a capable way of doing it, ves, sir.

We need all the hielo wo  o=n

I vy
O
-

MR, STAMETS: Trank yow,

MR. KENDRICK: T did not find
any other types or anything in this rule, oy {fa twis  aevil-
eit. I do not know if there are any othar ooaments  ohaoat
tnis at this time,

MR. STAMETS: Doen  that oone
clade your testimony this morning?

MR. KENDRICH: Tt Sfows Tor -

"

L 2iosse up this committee’s work, I belisve,
MR. STAMETS: T won hawas any

f]

tional cowmments on anything that haz

o
Fd

conents on =- anv add
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<

heen presented iIn this case for that?

ME. KENDRICK » T dg heve soire
cemments  for some continuing work going on with the commii-
“ee  that was established in January of this vear te fov ot
solve some of the problems in assignment «f  aliowebies o
some o the pooles where infill drilling has coourred,

We have had twoe pestings o

iazte @nd we are still in the beginning but hopefrliy we oo-

in the npear future come to a conclusion of what mighi e

west in a manner of prorating and allocat

vorioug gas proration units.,

There are at the nresent tims
2z far as I know, four committees opsrating under toe
jurisdiction of the Division and maybe twe of then oan o
completed  very hurriedly, one being ths  gneral  roboo
committes, which I think did an outstanding job in a1l the
elp that we've had in variocus parts of the z:ate in podt! Lo
Pnis together, and with the deliverablliity test oomui+ten
that 1if the chairman of that committss would aver gt

arted, Tre could finish that up, probably, in a couple of

days and you'd have a test booklet availahle for the

Juan Basin.
And, hopefully, the inir?
zommitise will get some answers shortly on the =assignment of

2l lowables for the infill drilled wells.
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b
il

MR, STAMETS:: Are thers a

=
5

guestions of Mr. Kendrick today?

He may be excused.

Does anybody have anything they
wish to add in either of these cases at this time?

All right, the Commission would
like tc announce its decision in these cases at this time so
that these general rules and special individual ¢as pool
rules can be effective beginning the new gas proration per-
iod on April 1, 1986.

The Commission will, as expedi-
tiously as it can write an order which adopts the «general
rulas for the prorated gas pools as shown on Exhibit Twso,
the special committee Exhibit Two presented here today.

Incorporated in that would Ye
thke changes which Mr. Kendrick has menticned and then some
further clarification in Rule B 3(a).

In addition to that, the
special rules for the individual pocls, Basin Dakota, Jalmat
Peol, and s0 on, will be adopted as they were previcusly
presented in this case and shown on exhibits in the case.

In Cage Number 8792 the Commig-~
sion will adopt the proposed rule changes for Rule 403, ¥ule
1194, Rule 1111, and Form C-111, along with the change that

¥r, Kendrick recommended this morning, and again those will
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L2
pe adopted so that they can be effective for the new gas
proration period beginning April 1.

With that, these two cases are
concluded, and I certainly wish to thank all of those people
who have participated in such a long and grueling session
beginning at February, 1984, but certainly anything that's
taken that long must be first class by this time, and so I'm

very pleasead,

(Hearing concluded.)
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CERT

,t
Lad

FICATE

I, SALLY W. BCYD, C.8.R., I'o

HEREBY CERTIFY the foregoing Transcript of Heaving bhefore

the 0il Conservation Division (Commission) was reported Iy

me&; that the said transcript is a full, true, and corract

record of the hearing, prepared by me to the best of vy

éw&x\\)\% Qhu}\ CHE




STATE OF NEW MEXICO
"ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION COMMISSION

IN THE MATTER OF THE HEARING CALLED BY THE
OIL CONSERVATION COMMISSION OF NEW MEXICO
FOR THE PURPOSE OF CONSIDERING:

CASE NO. 8792
Order No. R-8178

APPLICATION OF NORTHWEST PIPELINE
CORPORATION TO AMEND OIL CONSERVATION
DIVISION RULE 403, RULE 1100, RULE 1111,
AND FORM C-111

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on January 7 and
February 26, 1986, at Santa Fe, New Mexico, before the 0il
Conservation Commission of New Mexico, hereinafter referred to
as the "Commission."

NOW, on this 24th day of March , 1986, the
Commission, a quorum being present, having considered the
testimony presented and the exhibits received at said hearing,
and being fully advised in the premises,

FINDS THAT:

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

(2) The applicant, Northwest Pipeline Corporation, seeks
the amendment of 0il Conservation Division (Division) Rule 403,
Rule 1100 D (as to Form C-111 only) and Rule 1111, all as shown
on Exhibit "A" attached to this order.

(3) The applicant further seeks to amend the title of
Division Form C-111 from "Gas Purchaser's Monthly Repcrt" to
"Gas Transporter's Monthly Report".

(4) The proposed changes in these rules and the form are
necessary to achieve consistency between the Division's General
Rules and the Division's General Rules for Prorated Gas Pools
adopted April 1, 1986, under the terms of Order No. R~8170.

(5) The proposed amended rules and form should be
approved and adopted effective April 1, 1986. '
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IT IS THEREFORE ORDERED THAT:

(1) Division Rule 403, Rule 1100 D (as to Form C-111
only, and Rule 1111 are hereby amended to read in their
entirety as shown on Exhibit "A" attached to this order and
made a part thereof.

(2) Division Form C-111 (sheet 1 and 2), Gas Purchaser's
Monthly Report is hereby retitled "Gas Transporter's Monthly
Report”.

(3) The effective date of this order and of the rule and
form changes included herein shall be April 1, 1986.

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

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

Xy
shnnde .

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

JIM BACA, Member

ED

{Z?z/ iy 7 ';,4 v ’/(/)
. L. STAMETS,

Chairman and Secretary
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STATEWIDE RULES

RULE 403. NATURAL GAS FROM GAS WELLS TO BE MEASURED

All natural gas produced shall be accounted for by
metering or other method approved by the Division and reported
to the Division by the transporter of the gas. Gas produced
from a gas well and delivered to a gas transportation facility
shall be reported by the owner or operator of the gas
transportation facility. Gas produced from a gas well and
required to be reported under this rule, which is not celivered
to and reported by a gas transportation facility shall be
reported by the operator of the well.

RULE 1100. GENERAL

D. Written Notices, Requests, Permits, and Reports

Form C-111 Gas Transporter's Monthly Report (Sheet 1
and Sheet 2)

RULE 1111. GAS TRANSPORTER'S MONTHLY REPORT (Form C-111)

Form C-111, Gas Transporter's Monthly Report, shall be
filed monthly in accordance with the rules below. It shall be
postmarked on or before the 15th day of the month to report all
gas taken during the preceding month. One copy shall be filed
with the appropriate District Office of the Division and one
copy with the Santa Fe Office of the Division. One additional
copy shall also be sent to the Hobbs Office of the Division.
Information on Sheet No. 2 of Form C-111 shall be itemized by
pools, by operators, and by leases, in alphabetical order.

Form C-111 shall be filed each month by the operator of
any gas gathering system, gas transportation system, recycling
system, fuel system, gas lift system, gas drilling operation,
etc. The form shall cover all natural gas, casinghead gas, and
carbon dioxide gas taken into any such system during the
preceding month and shall show the source of the gas and the
disposition thereof.

Form C-111 shall also be filed each month by the operator
of any gasoline plant, cycling plant, or other plant at which
gasoline, butane, propane, kerosene, 0il, or other products are
extracted from gas within the State of New Mexico. The form
shall cover all natural gas, casinghead gas, and carbon dioxide
gas taken by any such plant during the preceding month and
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shall show the source of the gas and the disposition thereof.
If a plant operator owns more than one plant in a given
Division District, Sheet No. 1 of Form C-111 shall be filed for
each such plant. 1In preparing Sheet No. 2, the plant operator
shall consolidate all requisitions for all plants in the
District, itemized in the order described in the first
paragraph of this rule.

Where gas is taken by the producer and utilized by the
producer for any of the above uses, the producer shall file
Form C-111 itemizing such gas. The producer shall also include
this gas on the Operator's Monthly Report, Form C-115. Gas
used on the lease from which it was produced for consumption in
lease houses, treaters, compressors, combustion engines, and
other similar equipment, or gas which is flared, shall also be
included on the Form C-115 but is not to be included on the
Form C-111.

CASE NO. 8792
ORDER NO R-8178
EXHIBIT "A"



