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- BEN R. HOWELL

b ViCE PRESIDENT Appil 23’ 1965

Mr. A. L. Porter, Secretary

New Mexico 0il Conservation Commission
Post Office Box 2088

Santa Fe, New Mexlico 87501

Dear Pete:
I enclose statement of El1 Paso Natural Gas
Company to be filed in Case No. 3237, pursuant to per-

mission granted by the Commission on the date of the

e hearing.
: My best personal regards....
; Yours;ﬁ;@erely,
BRH: 1bh o : 1

- LA 'Z(~~:"
Enclosure [0 e LS
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April 23, 1965

New Mexico 0il Conservation Commiszion
P. 0. Box 2088
Santa Fe, New Mexico 87501

»Attention: Mr. A L. Porter, Secretary

Gentlemen:

Pursuant to permission granted at the hearing

in Hobbs in Case No. 3237 relating to the proration of
the Indian Basin Gas Pools in Eddy County, New Mexico,
El1 Paso Natural Gas Company files this written memorandum.

El Paso owns nc acreage in the area and 1s not
a purchaser of gas. However, the propesal to grant allow-
ties Go unconnected wells is one which could, 1if extended
to other pools, cause material detriment to El Paso as a
precducer and as a purchaser.

Q)

The statutory provisions found in Section 65-3-
13(c) were enacted by the legislature after study by New
Mexico 0il & Gas Association and reconciliation of various
viewpoints concerning proration of gas. Several members
of the Association, including El Paso, have consistently
pointed out the dangers of any proration rule or formula
which would prevent marketing the full market demand from
a gas pool. Granting allowables to unconnected wellgs
could have this effect.

The Statute 1s crystal clear and denies authority
for allocating allowables to unconnected wells:

(1) The Commission ".... shall determine reasonable
market demand and make allocation~ of production during
each such /proration/ period, upon notice and hearing, at
least thirty days prior to the beginning of each proration
period." This "market demand" statute bases the entire
framework of proration upon determination of the market
demand and allccation of that demand. Gas that is expected
to be marketed at some indeterminafte, Indefinite periocd in
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the future is not market demand applicable to current pro-
duction,.

-t - (2) The Commlssion is directed to "....allccate the

; allowable production among the gas wells in the pool
p " delivering to a gas trancportation facility upon a reason-
b - able basgis and recognizing correlative rights..... " The
’ use of the word "delivering" carries a current or present
meaning and cannot be tortured into meaning "expected to
deliver in the future." A well that nas no connection to
a gas transportation facility cannot be "delivering" within
the plain and unambiguous language of the statute.

(3) The only provision for an unconnected well follows
immediately after the foregoing instruction wherein the
Commission Jg& dinected to ".... include in the proration
schedule of such pool any well which it finds is belng
unreasonably dilscriminated against through denial of access
to a gas transportation facility which is reasonably capable
of handling the type of gas produced by such well." This
language recocgnizes the possibility that a producing well
might have no connection and because of distance from a
plpeline or other economic reason, there would be no
unreasonable discrimination in refusing a well connection.
The provisicns of Section 65-3-15(d) applying to common
purchasers reinforce the intent of the statute by imposing
the common purchase cbligation only as to "....gas lawfully
produced from gas wells with which its gas transportation
facilities are cconnected in the pool and other gas produced
within a pool and tendered at a point on its gas transpor-
tation facilities.™ (Emphasis supplied.) The record in
this case has no iocta of evidence of discrimination against
any preducer, much less of unreasonable discrimination,

To grant current allowable to an unconnected well does
violence to the plain meaning of the statute and to the
legiglative history of this Statute.

A brief look at "correlative rights" is appropriate.
Statutes, regulations and court decisions of prcducing states
uniformly define the correlative right of the owner of a
tract within a pool as the opportunity fto. produce his fair
share of o0ll or gas in place. The tract ouner by his own
action may forego this opportunity by failing to drill his
tract or reduce his opportunity by electing to contract
upon terms less advantageous than those accepfed by his
neighbor. In either event he had the cpportunity.

The Commission staff proposes that balancing




New Mexico Qil Concervation Commiccion
Pagb ,_)

April 23, 1965

rules found in other southeastern gas pools be made appli-
cable to these pools bub that balancing be suspended until
after connection of the second pipeline. If the Commission
intends to require balancing these pools, then the alloca-
tion of allowables to unconnected wells will result either
(1) in depriving Southern Union of a portion of its market
demand or (2) 2 completely useless gesture. Under New
Mexico gas proration,allowables for g pocl will finally be
determined by the actual production from that pool. When
there are two purchasers from the same pool and one pur-
chaser has a larger market demand per well than the other,
wells connected to the larger purchaser bulld up over-
production and wells connected to the smaller purchager
build up underproduction until cancellation of the under-
preduction and redistribution. Therefore, if Natural Gas
Pipeline's market demand will be greater per well than
Southern Union's, the underproduction accumulated prior to
connection will, upon balancing the pool's allowable to
its production, reduce Southern Union's allowables and
prevent Southern Union from cbtaining its market demand.
If the market demand of Natural Gas Pipeline will be lezc
per well than Southern Union'sg, Natural Gas Pipeline can
never catch up and the grant of allowables to unconnected
wells is futile. The ftruth of fhese conclusions has been
demonstrated in the experience of production from the
Jalmat and Eumont Pools when the market demand of the two
purchasers was not ldentical. If the market demand of each
purchager is the same per well, then thec balancing formula
will curtail Southern Union's allowables and prevent pur-
chase of its market demand. The curtailment of market
demand by proration has the effect of fransferring demand
to other pools. 1If there is no need for curtailment of
Southern Union's market demand, then no purpose 1s achieved
by allocating allowables to the unconnectea wells.

El Paso would reiferate that the proposal violates
the expressed provisions of the Statute, is not necessary to
protect the opportunity of owners to produce their fair
share, could prevent the first purchaser in time from obtain-
ing market demand in later years, and would violate the
established practice of granting allowables only upon con-
nection of the well now applicable to all other prorated
gas pools. In the absence of proof of “unreasonable dis-
crimination" there is no legal or equitable basis for grant-
ing an allowable to an unconnected well.

Yours very truly,

EL P A vlFANY
by ﬁl% ﬂ/x f?

“Vicék Pfe51dent

BRH:1bh




L PHILLIPS PHILLIPS PETROLEUN COMPANY
) :~ . @ BARTLESVILLE, OKLAHOMA 74004
A =

b R . ‘ T EXPLORATION AND FAODUCTION DEPATITMEMNT

b~ B April 23, 1965

Case 3237 - Indian Basin Gas Pools,
Eddy County, New Mexico -~ Allocation of
Gas Allowables

; New Mexico Gil Ccnservation Commission
: P. 0. Box 2088
; Santa Fe, New Mexico 87501

Attention Mr. A. L. Porter, Jr.
Gentlemen: | -

At the conclusion of the hearing on April 14. 1965, in the above-
designated case, the Commission gave operators ten days in which
to file statements.

: This is to respectfully invite the Commissionis attention to the

: letter to the Commission from Phiilips Petroleum Company dated

: April 6, 1985, and to kindly request that said letter and the
recommendations made therein be regarded as the statement of
Phillips Petroleum Company filed in response to the above-mentioned

authorization to file statements.

Yours very truly,

uction Director

OPN:bb
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PRILLIPS PHILLIPS PETROLEUM COMPANY
@ BARTLE_SV'LLE. OKLAMHOMA 740049

EXFA.OR‘ATION AND PRODUCTION DEPARTMENT

April 6, 1965

Indian Basin Gas Pools,
Fddy County, V-w Mexico -
Case 3237

New Mexicec 0il Conservation Commission
P. 0. Box 2088
Santa Fe, MNew Mexico 87501

Attention Mr. A. L. Perter, Jr.
Cent lemen:

Reference is made to Commission called hearing April 14, 1965, (Case 3237)
to consider gas prorationing in the Indian Basin-Upper Penn. and Indian Basin-
Morrow Gas Pools, Eddy County, New Mexico.

It will be proposed that gas production he iimited t0 reasonable market demand
and to ths capacity of gas transportation facilities etc. Consideration will

also be given to the methods of dealing with gas wells not connected to a gas

transportation facility.

As an interested operator, Phillips Petroleum Company recommends that the

New Mexico 0Oil Conservation Commission grant allowables to gas wells in

these fields by applicaticn of an allocation formula based 100 per cent on
acreage and that said allowables be issued in accordance with Commission
Statewide Rule 601 which reads in part, "the Commission shall include in the
proration schedule of such pool any gas well which it finds is being unreason-
ably discriminated against through denial of access to a gas transportation
facility which is reasonably capable of handling the type of gas produced by
such well",

In the case of the Indian Basin Pools discrimination has not caused or
contributed to the difference in dates that various wells in the Indian

Basin Gas Pools will be connected to a gas market. The connection of some
wells will be delayed pending the approval and certification of the sales
contract by the Federal Power Commission. The producers entered into these
contracts by arms length negotiations on the basis of a competitive gas market
and were aware of the FPC requirements when the contracts were executed.
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New Mexico 0il Conservation Commission

In re: Indian Basin Gas Pools, Eddy County, New Mexico
April 6, 1965

Page 2

Although Phillips Petroleum Company does not plan to have a representative
at this hearing, it is kindly requested that the foregeing be entered as a
part of the record of the hearing to be held April 14, 1965,

Yours very truly,

PHILLIPS PETROIEUM COMPANY

Production Director

JRB:bb



GOVERNOR
JACK M. CAMPBELL
CHAIRMAN

. Q}p” ' State of Nein Fexico
®il Gonserbation Conunission

R \/
b‘f;- v LAND COMMISSIDNER 8TATE GEOLOGIST
? £ 8 JOHNNY WALKER L A. L. PORTER, JR.
2 MEMBER SECRETARY - DIRECTDR
) p. O. TRAWER DD
ARTESIA, NEW MEXICD

April 16, 138065

A. L. Porter, Jr., Director
0il conservation commission
P. O. Box 2088

santa Fe, New Mexico

indian Basin Gas ols

Dear Pete:
You may recall, that after the coffee break Thursday

k- morning, Rlvis stated that there was a dry hole located in

the SW/4 sw/4 Section 20-21-24, which had not been shiowii Oh
mii~ well apparently is the DeKalb

e S :

e my ExXhiblts i,2 and 5. Tiiis well ODaren

. well with a reported total depth of 9320 feet shown next to
o last on Exhibit 7. As I had no records with mwe and as Bill

=1vis at that time. However, a thorough search of our well

LAV e
files, scout reports, maps, and a check with the U.S5.G.S5. re-—

veals that the only well in Section 20-21-24 is the DeXall
Agricultural Associates, Inc., Shafer No. 1, 330 S & W, comp-
leted as a dry hole at a total depth of 801 feet in December,
1962. Therefore, I feel that the exhibits are correct as

presented.

Very truly yours,

.

R. L. Stamets

-

- <2
i ppealed

s

¢

Gressett thought that rlvis was correct, I did not guestion I
l




At

.

AT

b oiineh i 4

3]
TOMF. HiLL™

- "
O Manager, Southaest Divis'on
A.S. RHEA ‘i1
SupecrintenfertOpzraticrg Dopartmant
PN

-y
o

PRODUCTION DEPARTMENT SUN OIL. COMPANY scutiiianD CENTER, P.O.BOX 2880, DALLAS, TEXAS 75221

April 23, 1965

RE: Indian Basin Gas Pocol,
Eddy County, New Mexico:
Case 3237

New Mexico Qil Conservation Commission
P. 0. Box 2088
Senta Fe, New Mexico 87501

Attention: Mr. A. L. Porter, Jr.
Gentlemen:

Sun 0il Company is the owner of a completed, but unconnected well, in the
Indian Basin Area with a gas sales contract to Natural Gas Pipe Line Company.
Representatives of Sun Oil Company were present at the April 14, 1945 hearing
concerning the subject field, and this will be considered as Sun's Statement
of Position concerning Commission action in this matter.

Sun 0il Company recommends that allowables be assigned on the basis of 100%
productive acres effective as of thie time production from the field begins.
Sun further recommends that the Commission take no action concerning un-
connected wells until such time as injury to correlative rights is indicated.

We sihall appreciate your making this statement a portion of tne record of
the hearing.

Yours very truly,
SUN OIL COMPANY

2 B Lap

L (L el

e 4 Y, g /
A. R. Ballou gﬂgﬁ%/ ;}deéZ/

]
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JEFF D ATWDOD (88)3-198U;

- i ROSS L. MALONE
: ATWOOD & MALON E L ACHARLES F. MALONE
! S ARUSSELL O. MANN
) LAWYERS | PAUL A.COOTER

. BOB F. TURNER

i :
. “ROBERT A JOMNSON
P. O. DRAWER 700 Sy JOHN W, BASSETT, UR.

TELEPHONE 50% 622-8221 k4
o
SECURITY NATIONAL BANK BUILDING

ROSWELL, NEW MEXICO
88201

April 9, 1965

- 0il Conservation Commission
State Capitol
Santa Fe, New Mexico

Re: Case No. 3237 - Indian Basin Gas
Prorationing Hearing

Gentlemen:

We enclose herewith our Entry of Appearance in Case No.
3237 on the Commission docket for April 14, 1965, as co-counsel
with J. O. Terrell Couch of Houston, Texas, for Marathon Oil

ce: J. O, Terrell Couch, Esquire
i Division Attorney
Marathon 0Oil Company
P. O. Box 3128
Houston, Texas

Company.
-
Very truly/yours,
NG - P
e , .

PNt X Mose Cpee

Ross'L. Malone ~ =~ o
Liosins Jpemte
L 2
: RLM:d
f‘ Enclosure

1
o



BEFORIS T OIL CONSERVATION COMMISSION

STATE OF NEW MZXXICO

IN THE MATTER OF THE )
HEARING ON MOTION OF }
THE OIL CONSERVATION )
COMMISSION TO CONSIDER )
INSTITUTING GAS PRORATIONING ) No. 3237
IN THE INDIAN BASIN-UPPIR )
PENNSYLVANIAN AND INDIAN )
BASIN- MORROW GAS POOLS, )
EDDY COUNTY, NEW MEXICO, )

ENTRY OF APPEARANCE

Atwood & Malone, P. O. Drawer 700, Roswell, New Mexico,

a firm of attorneys all of whom are duly licensed to practice law in the

J. O. Terrell Couch, Esq.ire, of Houston, Texas, as counsel for
Marathon Oil Company in the above styled and numbered case.

DATED at Rozwell, New Mexico, this 9th day of April, 1965.

ATWOOD & MAILONE

-~

P. O. Drawer 700
Roswell, New Mexico




BEFORE THE OIL CONSERVATION COMHISSION !
OF THE STATE OF NEW MEXI1CO

CASE No. 3237
Ordexr No. R-1670~F

IN THE MATTER OF T HE HEARING MRT T T

BY THE Uil CGSDRVATION CGHIISSION
OF RBW RBXRICC ON MOTIONR QF THR OIL
CONSERVATIOR COMMIESION TO CONSIDER
INSTITUTING GAS PRORATIONING IN THE
INDIAN BASIN-UPPER PENNSYLVANIAK AND
INDIAN BASIR-MORROW GAS POOLES, EDDY

COUNTY, NEW MEXICO.

ORDER OF THE COMMISEIGN

BY THE COMMISSION:

This cause came on for hearing at 3 ciclock a.w. on April 14
1965, at Hobbs, New Mexico, before the 0il Conservation Commission
of New Mexico, hereinafter referred to as the "Commission."

NOW, on this_ 6th  day of may, 1965, the Commisasion,
gquorum being present, having considered the testimony presen
and the exhibits received at said hearing, and being full
in the premises,

ed
vise&

19 T ol

y 2

FINDS 3

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

{(2) That by Order No. R-2440, dated February 28, 1963,
the Commigsion created the Indian Basin-Upper Pennsyivanian Gas
Pool and promulgated Special Rules and Regqgulations governing
said pocl.

(3) That by Order No. R-2441, dated February 28, 1963,
the Commission created the Indian Basin-Morrow Gas Pool and
prcmulgated Special Rules and Regulations governing said pool.

(4) That 18 wells are presently completed as preducing
wells in the indian Basin~Upper Pennsylvanian Gas Pool and that
8 wells are presently completed as producing welle in the Indian |

. Basin-Morrow Gas Pool. !
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" CASE No. 3237
;‘Order Ro. R-1670~F

o

y (5} That no gas has been trangported from the subject DQOlm
’due to the lack of gas transportation facilities.

jf (6) That a market cdemand presently exists for gas from the é

Jsubject pools and that two gaes purchasers plan the construction of%

igas transportation facilities and the marketing of gas froam the
ﬁsubject pools in the near future, i
;i (7) That the wells presently completed in the subject pools
iare capable of producing in excess of the reasonable market demand;

for gas from the pools and are capable of producing in excess of
the capacity of the gas transportation facilities to be constructed.

e e A Yom S

{8) That the total allowable natural gas production from
gas wells producing from the subject poolsg should be restricted tOA
reasonable market demand and the capacity of gae transportation

|
facilities in order to prevent waste.

(9) That due to the lack of reservoir information, it is
presently impracticable to attempt to compute recoverable tract i
resarves Or recoverable pool reserves in the sublect pools, !

|

! {10) That considering the available reservoir information,
100% surface acreage formula is presently the mcst reasonable
asis for allocating the allowable production among the walls
jdelivering to a gas transportation facility in the subject pools.

: -P -~ Pk of W .8 &A“..‘-a
| {11} That the adoption of a 100% surface acreagse formula

|for allocating the allowable production in the subject pools
iwill, insofar as is presently practicable, prevent drainage
|
|

jbetween producing tracts which is not egqualized by counter-
idrainage.

lfor allocating the allowable production in the subject pools

iwill, insofar as is presently practicable, afford to the owner |
lof each property in the gubject pools the opportunity to produce |
{

|

| (12) That ¢he adoption of a 100% surface acreage formula
x

|

]

uhis just and equitable share of the gag in the pools and to use
~his just and eguitable share of the reservoir enerqy.

i !
ﬂ {13) That although no action by the Commission is presently i
Hnecessary to protect the correlative rights of owners of gas wellsi
that are completed in the subject pools and not connected to a ;
Mgaa transportation facility, appropriate action may be necessary .
qln the future. :
f 3
o |
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L CASE Wo. 3237
|
|

! Order No. R-1670-F

|
5} IT IS TEEREFORE ORDERED:

; (1) That the Indian Basin-Upper Pennsylvanian Gas Pool in
i Bddy County, New Mexico, and the Indian Basin-Morrow Gas Pool in
! Eddy County, New Mexico, shall ke prorated, effective July 1,

4 1965, the beginning of the next six-month preoration period for
ororated gas pools in Southeast New Mexico.

gi (2) That the allowable production in each of the subject
{ pools shall ke allocated as follows:

The poel allowable remaining each month after deducting
the totzl allowable agsigned to marginal wells shall be
allocated among the non-marginal wells entitled to an
allowable in the proportion that each well'e acreayg
facter bears to the total of the acreage factors for
all non-marginal wells in the pool.

g

(3} That each of the subject pools =hall be governzd by
the General Rules and Regulationg for the Prorated Gas Poors of
Southeastern New Mexico promulgated by Order Ne. R=1670, =5

amended, insofary as =aid Geoneral Kuies and Regulations are not
inconsistent with this order or Orders Nos. R-2440 and R-2441l.

f {(4) That jurisdiction of this cause is retained for the
| entry of such further orders as the Commigsion may deem neces-
| sary.

DONE at Santa Fe, New Mexico, on the day and year herein-

i . above degignated.

STATE OF NEW MEXICO
GIL CONSERVATION COMMISSION

J. M. CAMPBELL, {Chairman
s '

A5

- . ’ -
A, L. PORTER, Jr., rnber & Secretary
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EXHIBIT 5
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IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE D“DPOSE OF CONSIDERING:

CASE No. 2749
Order No. R~2440
NOMENCLATURE

APPLICATION OF RALPH LOWE
TO CREATE A NEW POOL FOR
UPPER PENNSYLVANIAN GAS
PRODUCTION AND FOR SPECIAL
POOL RULES, EDDY COUNTY,
NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on
February 6, 1963, at Santa Fe, Nev Mexico, before Daniel S. Nutter,
Examiner duly appointed by the 0il Conservation Commission of New
Mexico, hereinafter referred to as the "“Commission," in accordance
with Rule 1214 of the Commission Rules and Regulations.

NOW, on this_-28th day of February, 1563, the Commission,
a quorum being present, hav1ng considered thé application, the
evidence adduced, and the recommendations pf the Examiner,
Daniel S, Rutter, and being fully advised %n tle premises,

FIQQS’

~{1) That due public notlce havlng begn given as required by
law, the Commission has Jurlsdlctlon of th%s cause and the subject
matter tqereof

(2) "That the applicant, Ralph Lowe, seeks the creation of
a new gas pool for Upper Pennsylvanian pro%Ectlon and 'the promul—
b

gation of temporcry special rules and regulhtions governing said

- peol, an%ualng a provision'for 640-acre sphcing units.

(3) That a new gas pool for Upper Penqsylvanlan production
should be crentnd and designated the IndianBasin-Upper Pennsyl-
vanian Gas Poo.. This pocl was discovered the Ralph Lowe
Indian Basin Well No. 1, located in Unit E qf Section 23, Town-
ship 21 sopth, Range 23 East, NMPM, Eddy Coqpty, New Mexico.

The top of the parfcorations in the Upper renpsylvanlan formation
is at 7376 feet.

(4) That temporary spzscial rules and regulations establish-
ing 640~acre spacing units should be promulgqted for the subject
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pool in order to prevent the pos
ing from ti- ml]“hg of anneces
the operatcesr. in tho subnje 3

inility of cconomic loss result-
K 1

O T

the reservoir characteristi

ls and in order to allou
her infeymation concerning

{_5) Thal. the tomunrarvy
should provide for " imited we
orderly dov.:locpmzent of the pool aﬂd p

{6) “That special rules and regulations ghould be established
for a temporary period to expire one year from the date that s
Pipeline connection is first{ ohbhtained for a well in the pool; that
during this temporary period all aperators in the subject pool
should gather all .wailable information relative to drainage and
recoverable reserves.

(7) “hat this case should be reopened at an cxamniner hoar-
ing one year from the date that a pipeline connection is first
okbtaired for a well in the Indian Basin-Upper Ponnsvivanian Gas
Pool, at which time the operators in the subject 3ol saould
appear and show cause why the Indian Basin-Upper Pannsylvanian
Gas Pool should not be developezd on 1léU~acre spacing units.,

(8 Thnat the fivst operator to obtain a piwgszline connec-
tion for a well in the Indian Basin-Upper ponnsylvanian Gas pool
should nOtltj the Comm ssion in writing ot rwh fact, and that
the Cowmission shoild thereupon igssue a supplemental order

—y

dublgnauin" snoexa..o date for reopsning this case.

IT IS THEREFORYE ORDLERED:

{1) Thai 2 new pool in Bday County, bdew Maxice, classifi:
as a gas pool for Upper Pennsvlvanian production is hereby cre
and designai=d the Indian Basin-Upper Pennsylvanian Gas Pool,
sisting of the following-described arca:

TOWNSHIP 21 SQUTH, RANGE 23 _EAS5T,
Section 22: All
Section 23: All

(2) “That Speci
Upper Penasy il
effective bia

Fules and Regulations for the Indian 3asin-
o) ed as follows,

ol are hereby promulgat

ZMDIAN &

kol 1. Each well completed or rocompleted in the Indian
Basin- Upngr vercsylvanian Cos Pool or in the Uppor Penasylwani
formation within one mile of the Indian Basin-Upper Pennsylvani
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CASE No. 2749
Crdexr No. R~-2440

Gas Pool, and not nearer to or within the limits of another desig-
nated Upper Pennsylvanian pool, shall be spaced, drilled, operated,
and produced in accordance with the Special Rules and Regulations
hereinafter set forth.

RULE 2. Each well completed or recompleted in the Indizan
Basin-Upper Pennsylvanian Gas Pool shall be located on a standard
. unit containing 640 acres, more or less, consisting of a single

govaernmantal gceoction .

RULE 3. The Secretary-Director may grant an exception to
the reguirements of Rule 2 without notice and hearing when an
application has been filed for a non-standard unit and the
unorthodox size or shape of tha unit is necessitated by a varia-
tion in the legal subdivision of the United States Public Lands
Survey, or the following facts exist and the following provisions
are complied with:

(a) The non-standard unit consists of quarter-
quarter sections or lots that are contiguous
by a common bordering side.

(b) The non-standard unit lies wholly within a
single governmeantal section and contains less
acrcage than a standard uvnit.

Tiie applicant presents written consent in the
form of waivers from all offset operators and
from all operators owning intorests in the
section in which the non-standard unit is
situated and which acreage is not included

in said non~standard unit.

-~
Ci
~

(d) In lieu of Paragrapn (c¢) of this rule, the

applicant may furnish progf of the fact that
all of the aforesaid operators were notified

by registered or cexrtified mail of his intent
to form such non-standard unit. The Secretary-
Director may approve the application if no such
operator has entered an objection to the formation
of such non-standard unit within 30 days after the
Secretary-Director has received the application.

RULE 4. Each well completed or reccmpleted in the Indian
Basin-Upper Pennsylvanian Gas Pool shall be located no nearer than
1650 feet to the outer boundary of the section and no nearer than
330 feet to gny governmental dquarter-quarter section line.

RULE 5. The Secretary-Director may grant an exception to
the requirements of Rule 4 without notice and hearing when an
application has been filed for an unorthodox lpcation necessitated
by topograph}cal conditions or the recompletiopn of a well prgvi—
ously drilleg to another horizon. All operataors offzotting thn
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proposed unorthodox lecation shall be notifiad of the applicatio:
by registered or certified mail, and the application shall statoe
that such notice has been furnished. The Secretary-Director ...
approve the application upon receipt of written waivers from ait
offset operators or if no offset opzrator has entered an objecti:
to the unorthodox locaticn within 20 days after the Secretary-
Director has received the application.

IT IS FURTHER ORDERED:

(1) That any well presently drilling to or completed in
the Upper Pennsylvanian formation within the Indian Basin-Upper
Pennsylvanian Gas Pocl or within one mile of the Indian Basin-
Upper Pennsylvanian Gas Pool that will not comply with the well
leccation requirements of Rule 4 is hereby granted an exception
to the requirements of Rule 4. The operator of any such well
shall notify the Artesia District Office in writing of the nawe
and location of the well on or before March 1, 1963.

(2) That any operator desiring to dedicate 640 acres to
a well presently drilling to or completed in the Indian Basirn-
Upper Pennsylvanian Gas Pool shall file a new Form C-128 wikth
the Commission on or before March 1, 1863.

(3) That this case shall be reopaned at an examiner heaw-
ing one year from the date that a pipzline ccnanection is first
obtained for a well in the Indian Basin~Upper Pennsvylvanian s
Pool, at which time the oparalors in the subject pool may appoar
and show cause w’ - the Indian Basin-Upper Pennsylvanian Gas oo
should not be devclopad on l60-acre spacing units,

(4) That the first cperator to obtain a pipeline connec-
tion for a well in the Indian Basin-Upper Pennsylvanian Gas Pocl
shall notify the Commission in writing of such fact, and that (%
Cogyission will thereupon issue a supplemental order designativy
an exact date Zur reopening this case.

(5) That Jjurisdiction of this cause is retained for the
entry of such further corders as the Commission may deem necess:.:

DONE at Santa Fe, New Mexico, on the day and vear herein-

above designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

JACK M. CAMPBELL, Cnairman
SEAL E. S. WALKER, Member

esr/ A. L. PORTER, Jr., licuber & Secra=,
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REFORE THE QOTL CONSRDUATTAOAN ONMMTOC TAN
e A A - —— s N e Bk Nt N AVl el A W A D ALY N WA A el M AN/ AN
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IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

3w 3/
CASE NO, -333F
EXHIBIT 6

CASE No. 2750
Order No. R~2441
NOMENCLATURE

APPLI1CATION OF RALPH LOWE
TO CREATE A NEW POOL FOR
MORROW GAS PRODUCTION AND
FOR SPECIAL POOL RULES,
EDDY COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 ofclock a.m. on
February 6, 1963, at santa Fe, New Mexico, before Daniel S. Nutter,
Exanmincer duly appointed by the 0il Conservation Commission of New
Mexico, hereinafter referred to as the “Commission, ® in accordance
with Rule 1214 of the Commission Rules =and Regulations.

NOW, on this___ 28th day of Februarv, 1963, the Commission,
a quorum being present, having considered the application, the
evidence adduced; and the recommendations of the Examiner,
Daniel s. Nutter, and being fully advised in the premises,
&

FINDS:

(1) That due public notice having baeen given as required by
law, the Commission has jurisdiction of this cause and the subject

-

(2) That the applicant, Ralph Lowe, secks the creation of
a new gas pool for Morrow production and the promulgatioa of
temporary special rules and regulations governing said pool,
including a provision for 640-acre spacing units,

(3) That a new gas pool for Morrow production should be
created and designated the Indian Basin-Morrow Gas Pool. This
pool was discovered by the Ralph Lowe Indian Basin Well No. 1,
located in Unit E of Section 23, Township 21 South, Range 23
Eaz3t, NMPM, Eddy County, New Mexico. The top of the perforations
in the Morrow formation is at 9039 feegt.

(4) That temporary special rules and regulations establish-
ing 640-acre spacing units should be pyomulgated for the subject
pool in orcder to prevent the possibility of economic loss result-
ing from the drilling of unnecessary wells and in order to allow
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the operators in the subject pool to gather information concerning
the reservoir characteristics of the »ool.

(5} That the temporary spacial rules and regulations
should provide for limited well locations in order to assure
orderly development of the pool and protect correlative rights.

{(6) That special rules and regulations should be established
for a temporary peried to expire one year from the date that a
pipeline connection is first obtained for a well in the pool; that
during *his temporary perioed all operators in the subject pool
should gather all available information relative to drainage and
recoverable reserxves.

(7) That this case should be reopened at an examiner hear-
ing one yeax fro:w the date that a pipeline connection is first
obtained for a well in the Indian Basin-Moxrow Gas Fool, at
which time the operators in the subject pool should appear and
show cause why the Indian Basin~Morxrow Gas Pool shoul”™ not bao

developed on LbU~-acre spacing units.

[

\O, Tnat the first opsrator to obtain a pipeline connec-
tion for a well in the Indian Basin-iorrow Gas Pool should notirfy
the Commission in writing of such fact, and that the Commission
suould Lthcupon 1“aub a supplemental order designating an ewixt

s

P N ~ g this casc
Qe Loa a.\.-uyyx.;;..uv Thi CUuS< e
IT IS EREFORE ORDERED:

(1) That a new pool in Eddy Counly, New Mexico, classified
as a das povl for Murrow productlion is hereby created and cesig-
nated the Indian Basin-Morrow Gas Pcol, cconsisting of the
following-described araa:

TOWNSHIP 2) SOUTH, RANSE 23 EAST, NvvM
Section 22: &A1l
Section 23: All

{2} That Sp=scial Rules and Re gulatl@ps For the Indian sasin-
Morrow Gas Pool ars hercby promulgated as follows, effective
" March 1, 1963. .
SPECIAL RULES ARND REGULATIONES \\,
I‘OR Teis
INDIAN BASIN-MORROW GAS POOL

RULE 1. Each well completed or reccmplsted in the Indian
Basin-Morrow Gas Pocl or in the Mourrow formation within one wile
of trhe Indiin Basin-Morrow Gas Pool, and not nearer to or within
the :imits of arother designated Morrcow pool, shall ba spaced.
drilled. cperaled, and nproduced in accoxoance with the Special
Rules and Regulations hereinafter set forth.
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o RULE 2. Each well completed cr recompleted in the Indian
. Basin-Moxrxow Gas Pool shall be located on a standard unit con-
o s taining 640 acres, more or less, consisting of a single gcvern-
- mental section.

T( PNTLE 3, The Sccretary-Director may grant an exception to
the rcotirements of Rule 2 without notice and hearing when an
application has been f£iled for a non-standard unit and the

] unorthodox size or shape of the unit is necessitated by a varia-
} tion in the legal subdivision of the United States Public Lands
Survey, oxr the folluw;ng facts exist and the following provisicons
are complied with:

(a) The non-standard unit consists of quarter-
quarter sections or lots that are contiguous
by a common bordering side.

—
U
N

. The non-standard unit lies wholly within a
} ‘ : single governmental section and contains less
’ acreage than a standard unit.

(c) The applicant presents written consent in the
form of waivers from all offset opexators and
from all operators owning intarests in the
section in which the non-standard wunit is
si1tuated and which acreage is not included
in said non-standard unit.,

In lieu of Paragraph (c} of this rule, the
appiicant may furnish proof of the fact that

all of the aforesaid operators were notified

by registered or certified mail of his intent

. to form such non-standard unit. The Secretary-
Director may approve the applicaticn if no such
‘operator has entered an objection to the formation
of such non-standard unit within 30 days after the
Secretary-Director has received the application.

-~
£
e

RULE 4. Each well completed or recompleted in the Indian
Basin-Morrow Gas Pool shall be located no nearer than lo50 feet
to the outer boundary of the section and no nearer than 330 fect
to any governmental quarter-quarter section line,

RULE 5. The Secretary-Director may grant an exception to
the requirements of Rule 4 without pnotice and hearing when an
appllcatlon has been filed for an unorthoqox locaticn necessi
bl topographical conditions or the pecomuletlon of a well pre
aouisly drilled to another horizon. 11 operators offsetting tne
proposed unorthodox location shall be notified of the application
by registered or certified mail, and the application shall state
that such notice has been furnisheg. The Secretary-Director may
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approve the application uvwpon ruedliye vﬁ writt;n walvers from all
offset operaters or i no ofiisat ' 5 entered an objection
to the unouribrodox lacation withiu 20 Ldys after thso Sceretary-
Director has receivad the application.

17 IS FURTHER ORDBERED:

(1} That any well presealbly dcillinq to or conpleted in
the Morrow formation within the Indien Basin-llorrow Gas Pool ox
within ore milce of the Indisn Basin-Morcow Gas Pool that will not
comply vith the well lacation regulraments cof Rule 4 is hereby
granted an exception to the requiroments of Rule 4. The oucerator
of any such L shall notify the Arvtesia Dislrict Office in
writine . Lo nar2 and locsation of the well on or baefore March
1, 1963.

{(2) Thet any op=av
a well presently drilling
Morroii Gas Pool shall fi
on or bhefore MMarch 1, 19

iring to dadicate 640 acres to
0 or compieted in the Indian Basin-
new Form C-128 with the Tommission

{3) That thiz cass shall be lc&ﬂ”””’i at &n examiner naesr-
ing one yoor from the date that a cnnnagf on s fixst
obtained for a well in the Indiar at

[T 'OU}_ [y
which time the orerators in tho gnbir OGL may appear and show

cause wny 0. Indian Basin-Morrow as snoula not ba deveionz=d
on 160-acre ganacing uniis.

{+; That the first operaior to L CONNGT -
tion for a well in thz Iandian Basin-i < siall notify
the Commission in writing of such tact, and thui tha Comaission
will ;“,;;ugon issue a supelemental ordar dosigrating an exact
date for reopening this casc. ’

Gis causs is vetained for ©

(5) That Jlll‘l.,ul\f. £t hie
1 ra asz the Commizsicn iy detln DeCessary.

entry of sucn Iuarthaer C’d

U‘ (i:

DONE at Santa o,
above designated.

on tha doay and yosr horein-

SYATR O WRW MEXICO
R

Gl L COISuRvaTIO

CGetisn 208

Chadriean

SEAL : -

w?




WELLS IN INDIAN BASIN AREA

CASE 3237 - Exaibit 7

Upper Penn.’ Morrow
Purchaseﬁ Elev. Comp, Int, «Comp.Int.
Marathon-N. Tndian Basin Unit #3K-3-21-23 3874 :
Marathon-N. Indian Basin Unit #1M 10-21-23 3893 7470-7596 9118~-72
Harathon-N. Indian Basin Unit - #2G 11-21-23 37%4% 7552-63
Ralph Lowe-Indian Basin #1K 14-21-23 3824 7464-7548 9457-84
Robt. Enfield-W. Indian Basin #1N 17-21-23 4077 7396-7450
Robt. Enfield-Bunrel Fed. “#1J 18-21-23 4089
-J, C. Williams-Std. Fed. SO #1G 19-21-23 4064 7044-7296
Robt. Enfield-W. Indian Hills SC #2G 20-21-23 3901
Sun-Bright Fed L #1G21-21-23 3883 7232-7530 ,
Ralph Lowe-Ind. Basin Fed #1J 22-21-23 3847 7505-7572 9118-9266
Ralph Lowe-Ind. Basin #lE 23-21-23 2832 7376-7588 9039-9263
Ralph. Lowe-Ind. Basin Fed. C #1F 26-21-23 3856 7366-7416
Fenroc-Indian Basin Fed. SO #1G 19-21-24 3779 7388-7533 9226-9470
Ralph Lowe-Indian Hills Unit #1IM 21-21-24 3704 7316-32
Kerr McGee-Martha Creek #1J 30-21-24 3722 7334-7444 9152-9426
Redfern-Winston S0 #1K 31-21-24 3905 7365-7670 9545-9604
Hanagan-Fepee : #1D 32-21-24 3349 T. 7360
. Std. of Texas -Bogle Flats #1G  3-22-23 4035
Std. of Texas -Bogle Flats #21  4-22-23 4082
Atlantic-Wa%tt Canyen #2D L-22-24 397¢ 7550-7700
John Trigg-Fed. 1.B #1D 6-22-24 3932 7430-7554
John Trigg-Fed. C J #1F 35-21-23 3961 7360-7476 .
Monsanto-Lowe St. #1F 36-21-23 2858 7520-45 9296-9555
Curtis- Inman-Walt Canyon #10 3-22-24 TDh 10694
Northern Nat-McKittrick Hill #1lAC 23-22-24 TP 11730
Superior-Cone Butte Unit #1D 19-22-24 TD 10503
St. of Tex-Fed. A #1M 8-21-23
Sinclair-Marathon-Fed #1K 24-21-23
"Union of Calif. St. #1J 18-21-24
DeKalb-Fed. #1M 20-21-24 3725 . TD 9320
Ralph Lowe-Staple #1K 22-21-24 - 3690 T 6702 TD 9900
Upper Penn Ave, Range
Gas Gravity .636 .635-.677 Ga
Gas Liguid Ratic 125,523 16.265-501,071 Ga
" Liquid Gravity 55.19 49.,2-59,2 iy
Wellhead Pressure 2304 2356-2746 e
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ANALYSIS OF ASSIGNING ALLOWABLES TO UNCONNECTED WELLS

1NDTAN BASIN AREA

Estimated Pool Production:

Southern Union estimated gas takes:

Entire Area - 20 M2CFD CASE NO. 3237
Exhibit o

Indian Basin - Upper Penn. 18 M2CFD
Indian Basin - Morrow ;LM?yﬁyD
Natural Gas Pipeline esiimated gas takes:
Entire Area - 100 M2CFD

Indian Basin - Upper Penn. 80 MZCFD
Indian Basin - Morrow 20 M2CFD

1. Upper Pennsylvanian Pool

Includes 640 acre units on which wells have been completed or in process of being
completed as of April 1, 1965.

Southern Union Gas Company - 4 units

Natural Gas kipeline Company 18 units

Assigning estimat ~d Southern Union Gas production to units on basis of 100%
acreage:

18 M2CFD = 4.5 X &4 X 182.5 days = 3285 M2CF/Ero. Period.
4 units

Unconnected Units:
4,5 M’CFD X 18 units X 182,5 daysz 14782 M’CF/Pro. Period
Pool Allowable 18067 M2CF/Pro. Period

14,782 N.G.P.L. accrued underage = 185 days underproduction in one 6 menth proration
80 MZCFD rate of production, period.

Assuming two years until N.G, P.L. is connected then they will be under produced
740 days or 2.0 years.




Exhibit @
rage 2

MORROW_POOL

Development. as of April 1, 1965

Southern Union Gas Company - 2 units

Natural Gas Fipeline - 6 units

o MCFD = 1.0 X 2 X 1825 = 365 M2CF/Ero. Perio ‘ I
2 units
Unconnected Wells:
1095 M2CF/Pro. Unit
Pool Allowable 1460 M2CF/FPro.
6

rproduction in one proration period.

1.0 X 6 X 182.5 ~ ¢
Unit
1095 N.G.B.L. accrued underage * 55 days unde

50 M2CFD N.G.P.L. rate of production.

sntil connection N.G.P.L. would be under produced 220 days or .

T

[$1]

Assuming Two ycar
YEaATS .
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<, UPPER PENNSYLVANIAN POOL

b - Includes all 640 acre units which 0il Conservation Commission staff believes will
be productive based on current geological data.

Productive Units - 43
Southern Union Gas -~ 5 units

Natural Gas Pipeline - 38 units

18 M2CFD = 3.6 X 5 X 182.5 = 3285 M2CF/Period

5 units

Unconnected Wells:

3.6 X 38 X 182.5 - =~ 24,966 M2CF/Period
Pool Allowable 28,251 M2CF/Period

24,966 N.G.P.L, accrued underage = 312 days underproduction in one period.

; 80 M2CFD rate of production

! Assuming two years until N.G.P.L. connection, they would be underproduced 1248 deys or
2
; 3.4 years.
]
14
{
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.
R , MORROW POOL

Includes all 640 acre units which 0Oil Conservation Commission staff believe will be
productive based on current geological data.

Productive Units - 10

Southern Union Gas - 2 Units

Natural Gas Pipeline - 8 Units

2 MCFD = 1.0 X 2 X 182.5 = 365 M2CF/Feriod
2 units

Unconnected Wells:

1.0 X8 X 182.5 = 1460 MZCF/Feriod
Pool Allowable 1825 M2CF/Period

1460 N,.G.P.L. accrued underage * 73 days underproduction in one period.
20 M2CFD rate of production

Assuming two years until N.G.P.L. is connected, they would be underproduced 292 days
or .8 years.

{
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CASE 3237
EXHIBIT NO. 9

ALTERNATIVE PROCEDURES CONCERNING UNCONNECTED WELLS

Assign underproducticn to a well after it is connected
if the owner of the well establishes that he has been
denied the opportunity to produce his just and equitable

share of the gas in the pool.

Allocate the allowable production to connected wells based
on the acreage in a proration unit committed to a connec-
tion; e.g., a well with 320 acres committed to Southern
Union and 320 acres committed to Natural Gas Pipeline would
receive a 320-acre allowable upon connection to Southern
Union and a 640-acre allowable upon connection to Natural

Gas.Pipeline.

Allow each unconnected well to accrue underproduction based

on total pocl production divided by the number of unconnected

Allow each unconnected well on a standard unit to accrue
underproduction equivalent to tlie allowable assigned to a

connected well on a standard unit.
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THAT in consideration of the sum of Ten Dollars ($10.00) paid by

Pipeline to Seller, receipt of which is hereby acknowledged, and in con-
sideration of the mutual agreements, covenants and conditions herein con-

tained, the parties hereto agree as {ollows:

ARTICLE FIRST

SITUATION AND PURPOSE OF THE PARTIES -

1. Pipeline owns and operates a natural gas transmission system
extending from the State of Texas to termini in the State of lllincis,
Pipeline is engaged in the transportation of gas in interstate commerce
and the sale thereof for resale for ultimate consumption in the Chicago
metropolitan area, northern lllincois and other intermediate areas. To
augment its system's gas supply, Pipeline desires to extend its system
from the Panhandle Area of Texas to the Permian and Delaware Basin areas

of southwest Texas and southeastern New Mexico, herein sometimes referred

to as Pipeline's "Permian-Delaware Basin Extension!, and to contract with

Seller and other producers for the purg22ES_2i_33;_j;gm_gas_‘aﬁg;u‘._4,._--1
- oN] =21 g0 ]

................. oy

cated in such areas. L{ é;iYi:(\'/ .....
‘ ~~'75 --------- "ON HqIYXF "
#/ /cagx W MaN ‘@4 ou°sS
NOISSIWWGD NOILYA¥ISNOD 1O
) IH: 340434




2. Seller represents that Seller owns or controls certain oil and
gas leases, and/or mineral rignts or interests therein, that are located in
Eddy County, New Mexico, and that Seller has the right to sell the gas
(such term to include all hydrocarbons gaseous at atmospheric pressure and
at sixty degrees (60°) Fahrenheit) produced therefrom, and thet Seller
desires to produce, or cause to be produced, gas from certain of said leaseé,
and/or‘mineral rights or interests therein, (sometimes referred to herein as
Seller's leascholds) and sell and deliver the same to Pipeline, all according
to the provisions of this contract. A list of the instruments creating such
leaseholds is attached hereto and marked Exhibit "A". Maps sﬁowing the lo-
cation of the lands covered vy such leaseholds are attached hereto and marked
Exhibit "B" and Exhibit "C", respectively. Seller's leaseholds, as de-
s~ribed in Exhibit "A" and as shown on Exhibit "B" and Exhibit "C", the lands
covered thereby, and all deposits of gas underlying the same, from the sur-
face of the ground to the base of the Morrow Formation, or to a datum depth
of five thousand five hundred eight (5,508) feet below sea level, whichever
is the deeper, whether such deposits of gas are presently known or hereafter
discovered, are herein referred to as the "gas reserves", gnd said gas
reserves are hereby committed by Sellér to the performance of this contract.

4.2
21

As used in this Paragraph Z, the term “Morrow Formation” is that geological
horizon correlative to that interval of strata, the base of which is identi-
fied as occurring at a measured depth of nine thousand three hundred seventy

(9,370) feet, as shown on the Schlumberger electric log (run December 15,

1962) of the Ralph Lowe No. 1-A Indian Basin Well, located one thousand six

hundred fifty (1,650) feet from the south and east lines of Section 22<21S-23E,

Fddy County, New Mexico.




ARTICLY, SECOND

PRELIMIN/RY ACTS OF THE PARTIES

1. Pipeline will, on or avout December 1, 1964, file with the
Federal Power Commission an appiication for a Certificate of Public Con-
venience and Necessity for such authorization as may b& necessary to
receive gas from Seller hereunder (and from other producers in the area
outlined on Exhibit "B") and to construct and operate such facilities as
Pipeline deems recessary to transport said gas to its market areas. Pipe-
line will diligently prosecute such application, and subject to the pro-
visions of Paragraph 3 below, if the requisite certificate authorization
is issued containing the customary terms and conditions and no other term .
or condition which, in Pipeline's opinion exercised in good faith, is
unduly burdensome to Pipeline, it will accept such authorization, ifrall
of the precducers with which it has contracts for the purchase of gas from
gas reserves located in the area outlined on Exhibit "B" accept their re-
spective ceftificates, ﬁhe applications for which have been made as set
forth in Paragraph 2 below, provided, however, that Pipeline shall have
the right to waive the requirement that all of such‘producers accept their
respective certificates if the volume of gas reserves represented by those
producers accepting their certificates is sufficient, in Fipeline's judg-
ment, to make its Permian-Delaware Basin extension cconomically feasible.,

2. BSeller will, at or about the same time with Pipeline, file with
the Federal Power Commission and diligently prosecute an application for
a Certificate of Public Convenience ané Necessity authorizing the‘sale and
delivery of gas to Pipeline as herein contemplated. It is understood that
the other producers in the area ocutlined on Exhibit "B", pursuvant to contracts
comparable hereto, will similarly file and prosecute applications for Certi-

ficates of Public Convenience and Necessitiy authorizing the sale and delivery



of gas tn Pipeline. Subject to the provisions of Paragraph 3 below, if -

the requisite certificate authorization is issued containing no term or

-condition unacceptable to Seller, it will accept such authorization.

3. Anything to the contrary in this contract notwithstanding,
should the zbove referred to certificate authorizaticons of Pipeline and
Seller be not issued and accepted within twelve {(12) months {rom the date
or. which the aforesaid applications for such auﬁhorizations were filed,
either‘party hereto may, on thirty (30) days' written notice to the other
party given prior to the issuance and acceptance of such authorizations,
cancel and terminate this contract.

4. Upon the acceptance of the regquisite authorizations by the
parties hereto, then:

(a) Pipeline shall promptly begin and diligently pursue
the construction of the facilivies necessary to
receive gas ﬁereunder.

(b) Seller shall promptly construct, or cause tc be
constructed, any surface facilities which may be
required to deliver gas to Pipeline in accordance
with the terms of this contract.

4 When all of said facilities are completed, delivery of gas shall be
initiated under this contract, provided, however, that if, after the ex-
piration of six (6) months after ihe acceptance of the requisite authori-
zations by the parties hereto, the consiruction of the surface facili~
ties necessary to deliver -gas by Seller hereun@er shall have been completed

and Pipeline shall not have commenced taking the quantities of gas it is ob-



ligated to take hereunder, Pipeline {subject only to the occurrence of an
event of force majeure as defined in Article Thirteenth hereof) shall never-
igated to pay for such gquantities of gas at the price applicable
%o the first three (3) year period as provided in Paragraph 2 of Article Ninth
heresf and on the basis pro&ided in subparagraph 1 (a) of Artiele Fifth, said
payments to be made monthly until Pipeline commences the taking of gas under
the terms hereof.

ARTICLE THIRD

TERM

Subject to the other provisions hereof, this contract shall be effec-
tive as of the date hereof and shall continue for a term of twerdty-five (25)
years from the date of first delivery of gas hereunder, and therzafter until
cancelied by either party hereto by thirty (30).days' Qritten notice given
to the other.

ARTICLE FOURTH

SELLER'S RESERVATTONS

Seller's commitmeﬁt of the gas reserves to the performance of this
contract is subject to the following reservations:

(a) Seller shall have the right, prior to any required
delivery of gas hereunder, to utilize gas produced
from the gas reserves or gas remaining aficr treat-
ment, as may ve reguired for Zeller's use for fuel
in drilling, deepening wells, gas-lifting of oil
(in such manner as to not substantially diminish

the volumes of gas deliverable hereunder), oper-



N

ating the o0il and gus leoaes (Including compressor,

dehydration, and cxiraction equipment), and to supply

!
%"*; v - gas to Seller's lessors as required by the terms of

AL FS

Sellers oil and gas lcases, all with reference to

:
‘

a

L i

Seller's leascholds ideniified in Exhibit "A".

s ‘ (v} Seller shall also have the right to scll gas for use

as engine fuel in the operaiion of irrigation pumps
used in irrigating any of the lands covered by Sellier's
~0il and gas leaseholds identified in Exhibit "A", and
to sell gas for the drilling and/or deepening 9f wells

located on acreage within the areas outlined on Exhibits

"B" and "C" or in the immediate vieinity thereof, and
to use or sell gas for fuel in the operation of the
facilities contemplated in Paragraph 1 of Article
Eleventh hereof.

(¢) Seller shall have the right, prior to any required de-
livery hereunder, to _emove or cause to be removed from
the gas as produced; gasoline and other liquefiable
hydrocarbons other than methane (except methane neces-
sarily removed in such process), sulphur,‘and other non-
hydrocarbon substances at all times, and from time to time,
and, subject to the quality specifications of Article
Seventn hereof, in any degrce degired by Seller, provided

that, except as may result from the removal of pentanes

and heavier hydrocarbons, Seller shall not by the ex-

ercise or this vight render the gas incapable of meeting the




(a)
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specifications for heating value set forth in Ar-
ticle Seventh hereof.

Seller shall have the right to pool, consolidate or
unitize any of Seller's leasehold interests with
other properties of Seller and of others, and to
alter such consolidated areas or units, in any of
which events this contract shall cover Seller's
allocated interest in such pool or unit and the gas
production attributable thereto to the extent that
such interest relates to the property covered hgre—
under. Pipeline recognizes that Seller has heretofore
pooled, consolidated or unitized certain of the
leasehold interests shown on Exhibit "A" and agrees
that the provisions of this Paragraph are equslly
applicable to such leasehold interests.

Subiect to the cother provisions of Lhis coniracy,
the control, management, and operation of the pro-
perties, leases and wells subject hereto shall be
and remain the exclusive right of Seller. Seller
shall have the right to rework.any well delivering
gas hereunder and shail have the further right to
plug and ébandon any well when in Seller's opinion,
exercised as a prudent operator, such well is no

longer capable of producing gas in paying quantities.
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ARTICLE

‘LJ

IrTH

QUANTITY
1. Seiler shall sell and deliver, and Pipeline-‘shall purchase and
receive, sudbject to the other provisions of this contract, a daily quantity
of gas averaged over each accounting period ("eontract quantity™) as-follows:_
(a) During the first twelve (12) months commencing with |

the date of first delivery of gas hereunder, or the

date of first payment under Paragraph 4 of Article

Second hereof, whichever first occurs, Seller's pro-

portionate part, as the same may exist from time to

time, -of a daily quantity <of gas averaged over suach

twelve (12) montus of ab lcast cone hundred million

L2 miirecha

2d from Seller

¢
¥
et
[

{100,000,000) cuvic foct

I
ot

and from other producers, with whom Pipeline has
contracts within tie area outlined on Exhibit "B".

Such daily quantity shall be allocated between the
respective formations in said area in the following
percentages: ninety (90) per cernt thereof to the
Cisco-Canyon Formation and ten (10) per cent thereof

to the Morrow Formation. Subject to Paragraph 3 of
Article Fourteenth hereof, such guantity of gas so
allocated shall be divided equally, within the
respective formation to which it is allocated, among

the wells completed therein and delivering gas from time to
time to Pipeline. For the purposes-of this subparagrapn

1 (a) only, the Cisco-Canyon Formation is identified as




the interval of strata correlative with that occurring
between the measured depths of seven thousand three
hundred fifty-four (7,354) feet and eight thousand
(8,000) feet as shown on the Schlumberger electric
log (run December 15, 1G62) of the Ralph Lowe No. 1l-A,
Indian Basin Well located in Section 22—2iS-Z3E, Eddy
County, New Mexico, and the Morrow Formation is iden-
tified as the interval of strata correlative with that
occurring between the measured depths of eight thousand
nine hundred fifty (8,950) feet and nine thousand three
‘ hundred seventy (9,370) feet as shown on the electric
% log of said well.
: (b) For the period commencing with the beginnirg of the
second year folliowing the date of first deiivery of
: gas hereunder, or the date of first payment under
A Paragraph 4 of Article Second hereof, whichever first
% . occurs, and continuing thereafter, one million
g (1,000,000) cubic feet of gas for each eight billion
{8,000,000,000) cubic feet of recoverable gasAin
place in Seller's gas reserves as of the date of this
contract which will be available for delivery to Pipe-
line heréunder, as said quantity may from time to time
he purposes of Uhis coalraci, Lhe date of first delivery of gas

shall be the date on which any gas is first delivered to Pipeline hereunder




i:; .- or the date on which any gas is first delivered under any of the said con-
o ' tracts with said other producers within the area ocutlined in Exhibit "B",
| ‘whichever date shall first occur.

2. In the event Seller is unable, under prudent methods of operation
or #opiicable rules and regulations of regulatory bodies having Jurisdiction,
to deliver, when requested by Pipeline to do so, for a period of thirty (30)
consecutive days (excluding days upon which Seller is excused by the occur-

rence of an event of force majeure) at least one hundred twenty-five per cent

g (125%) of the then applicable contract quantity, the contract quantity shall
? be forthwith reduced to a quantity which is eighty per cent (80%) of the
average daily quantity of gas that Seller delivered during such thirty (30)
day period. Any change in the contract quantity pursuant to this Paragraph 2
shall operate prospectively only.
3. In the event the contract quantity has been reduced pursuant to

‘ Paragraph 2 of this Article Fifth, and, in Seller's opinion, conditions of

production, gathering or delivery have changed, Seller may request Pipeline

to afford Seller aa opportunity to demonsitrate increased deliverability.

In the event of such reguest, Pipeliane will afford Seller the opportunity

to deliver to Pipeline, for a period of thirty (30) consecutive days, the

maximum quantities of gas which Seiler's wells-and facilities are capable

of delivering, but Pipeline shall noi be obligated to receive a daily guan-

tity of gas in excess of one hundred twenty-five per cent (125%) of the con-

tract gquantiiy as determined in Paragraph 1 of this Article Fifth. Upon the
completion of such thirty (30) day period, the contract quantity shall be
fixed at a quantity which is eighty per cent (80%) of the average daily

quantity of gas that Seller delivered during such period. In no event,



however, shall the contract quantity be increased to a quantity in excess
of that determined pursuant to Paragraph 1 of this Article Fifth without
the written consent of Pipeline. Having once commenced a deliverability
test under the provisions of this Paragraph 3 of this Article Fifth, Seller

shall prosecute such -test to the completion thereof, (excluding days upon

E

B T S TR} i o Yees AV o e m e e N _ o
WIIL Uil DELLACL 4S8 BXCUSEU LYy

o o - SN DT |
T an ¢vent of 1Torce majeurs),

and it is expressly understood and agreed that deliverability tests under-
taken pursuant to the provisions of this Paragraph 3 of this Article Fifth
shall operate {0 reduce as well as to increase the then applicable contract
quantity. Any test requested by Seller under the provisions of this Para-
graph 3 to demonstrate increased deliverability shall be undertaken at a
time selected by Pipeline, the commencement of which shall not be later than
three (3) months from the date of such request. Any change in the contract
guantity pursuant to this Paragraph 3 shall operate prospectively only.

h.» To meet the exigencies of its operation, Pipeline may vary ..s
receipt of gas hereunder and shall be entitled to receive, on each and
every day, the maximum qﬁantity of gas wh;ch Seller's wells and facilities,
under prudent methods of operation aud applicable rules and regulations of
regulatory bodies having jurisdiction, are capable of delivering, but Seller
shall have no obligation to construct, or cause to be constructed, facili-
ties having a delivery capacity in excess of one hundred twenty-five per cent
(125%) of Sseller's applicéble contract quantity, as the same shall exist from
time to time hereunder. Pipeline shall, in any event, receive each day not
less than fifty per cent {50%) of the applicable contraat quantity as the -

same shall exist from time to time hereunder.

~11-




5. If, during any accounting period, Pipeline purchases
a quantity of gas in excess of the contract quantity estsblished by Para-
graphs X, 2, and 3 of this Article Fifth which Pipeline is obligated to
purchase in such accounting period ("excess quantity"), such excess quan-
tit; may be used by Pipeline during the next succeeding four (4) account-
ing periods s&s a credit to reduce the quantity of gas Pipeline would other-

: .
such subsegquent accesunting periods,

wise be obligated to purchase during

i}

but such credit may not be used to reduce, on any day or days, Pipeline's
purchase obligation below its fifty per cent (50%) minimum daily purchase
obligation provided for above.

6. Should Pipeline, at the end cf any accounting period, fail to
have taken during such period, the applicable contract quantity of gas
Pipeline is obligated to purchase as established in accordance with Para=-
grapks 1, 2, 3, and 5 of this Article Fifth, Pipeline shall nevertheless

pay Seller for the quantity of gas Pipeline failed to take during such

.period, such payment to be made by Pipeline within sixty (60) days after

the end of such accounting period. The price per one thousand (1,000)
cubic feet shall be the same as the weighted average price for one thousand
(1,000) cubic feet paid by Pipeline for gas actually received from Seller
hereunder curing the same accounting period. |

7. If, for any accounting period, Pipeline pays for any quantity
of gas not actually received by it (including payment made pursuant to

Paragranh L of

aph L / nerealier be entitled to
receive such quantity of gas during the term of this contract without fur-
ther payment; except, Pipeline shall pay the differential in price, if any,

between that existing when such payments were made and that applicable at

-12-
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the time of taking. Sucn quantity of gas 50 taken shall be in addition to
the contract quantity which Pipeline is otherwise obligated to purchase and
receive during any accounting period.

8. For the purpose of this contract, "accounting pericd" shall mean

the twelve (12) month period commencing esch January i, duiring the torm of

[w]

the contract, except the first accounting period shall be the period commenc-

ing with the date of first delivery of gas, or the date of first payment under

~ Paragraph 4 of Article Seccnd hereof, whichever first occurs, and continuing

through the second succeeding December 31. Settlement for accounting periods
of other than twelve (12) month duration shall be on a proportionate basis.
The term "Aar™ ~hall maen +the twenty-four (2L) hour veriod commencing at

8:00 A. M. Central Standard Time.

9. 8ix (6) months prior to the commencement of the second year
following the date of first delivery of gas hereunder, or the date of first
payment under Paragraph 4 ¢’ Article Second hereof, whichever first occurs,
Pipeline shall conduct a study of Seller's gas reserves to determine the
quantity of recoverable gas contained in Seller's gas reserves as of the
date of thic aontrent Mha ansntity of pae whieh will be available for
delivery to Pipeline hereunder shall also be determined. In such stugdy, or
any subsequent study, there shall be taken into consideration the probable
quantities of gas required to satisfy the reservations of Seller contained.
in Article Fourth, operaiting condiivions, produsing conditions, apnlicable
orders, rules and regulations of regulatory authorities and any other rele-
vans factor which may bear upon the quantity of gas which will be available
for delivery to Pipeline hereunder. Pipeline shall notify Seller promptly

of the quantity of recoverable gas contained in Seller‘'s gas reserves and

-13-




the quantity of gas which will be available for delivery to Pipeline here-
under determined in such study. The initial reserve determination shall be
used to estadblish the contract quantity for the second year following the
date of first delivery of gas hereunder, or the date of first payment under
Parazraph 4 of Article Second hereof, whichever first occurs. During the

first two (2) year period foilowing the completion of the inivi

g
o
Lot}
m
4]
4}
]
<l
[ih

determination; either party may request another reserve siudy v

. &

(¢}
1 4
F
»

the contract quantity, provided such requests shall not be made more fre--
quently than at one (1) year intervals following the completion of the pre-
ceding study. After said two (2) year period, reserve studies may be made

at the request of either party to determine the contract quantity, provided

.such requests shall not be made more frequently than at two (2) year inter.

vals following the completion of any previous study. Within fifteen (15)
days after such a request, Seller shall make available to Pipeline all of

the necessary vava oo cCndut* eush e stmdv,  The conclusions reached by

Pipeline in each such study shall be submitted to Seller within sixty (60)

days of receipt of said data and, if agreed to by Seller, shall be the basis

for establishing the applicable contract quantity which shall become effec-
tive on the first day of the month following such agreement.

10. In the event that Seller notifies Pipeline within 15 days of

st A . Ao~ 21
recV-.yv o3 Sula wava L (%)

it does not agree wiilhh the resulits of any such

study so made by Pipeline, as provided in this Article Fifth, Seller and

- Pipeline shall, within 15 days following Seller's notice, commence and con-

duct a joint study of the dedicated gas reserves for the purpose of coming
to agreement on the total quantity of recoveravle gas contained in Seller's
gas reserves as of the date of this contrzct and the volume of gas which

will be available for delivery to Pipeline hereunder. If the parties fail

~14-
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to reach agreement within sixty days after the dalae of the commencement of
the joint study, the facts so sougnt to be ascertained shall be determinea
by a disinterested appraiser {an individual or engineering firm) who shall
ied by training and experience to make the determinations. The
results thereof shall be binding upon both parties hereto. Such appraiser
shall be promptly selected by Seller and Pipeline, or, if ihey cannot agree
within thirty (30) davs, by the Judge of the United States District Court,
senior in service, in the district in which the gas is being sold, upon
application by either Seller or Pipeline. Said appraiser shall make his
determinations after first receiving the advice and counsel of persons,
qualified by experience and training to assist him in the determinations,
not more than two (2) representing Seller and not more than two (2) repre-
senting Pipeline. gajd appraiser shall make his determinations within
sixty (60) days after being so selected. Seller and Pipeline shall equally
share the cost of tﬁe appraiser's expense inenwwed © - [ lug sucn cetermina-
tions. Any determinaticns reached, pursuant to this Paragraph 10, shall be
'the basis for establishing the applicable contract guantity, which shall te-
come effective on the first (1lst) day of the month following such determina-
tion.

11. Seller shall, frcem time to time, at Pipeline's request, furnish
to Pipeline: {2} factual engineering, geological and production data avail-
able to Seller, and, (b)‘a current listing of all oil and gas leases, and
mineral rights or interests therein, covered by this contract, so as to en-
able Pipeline to make and maintain currently ifg ovm reglrvs and del

ity studies. The information reguested under (a) and (b) shall be furnished




thin thirty (30) days after any such request.

12. When Pipeline is purchasing gas from Seller and other producers
in any of the fields covered by this contract, Pipeline agrees that it will,
with reasonable diligence, accept and take gas provided for hereunder in
an equitable and ratable proportion of the total gas Pipeline takes from
said field or fields, on the basis provided in Paragraphs 1, 2, 3, and $
or Uhis Ariicle rirth. Except as otherwise provided in this Article Fifth,
Pipeline shall not be obligated, and does not undertake to purchase all of
the allowable production assigned to Seller's wells by the New Mexico 0il
Conservation Commission or any other body, stzte or federal, having juris-
diction in the premises. In the event that Pipeline, irrespective of its
taking of gas in the ratable and equitable proportions contemplated in this
Paragraph 12, is required, either directly or indirectly, by valid law,
rule, order or regulation (herein referred to as the "proration order") of
the New Mexico 0il Conservation Commission or any other body, state or
federal, having jurisdiction in the premises, to distribute its purchases
between Seller and other producers in one or more fields, or any portions
thereof,.on a basis other than as provided in Paragraphs 1,2, 3, and 5 of
this Article Fifth, then, and in that event, Seller's contract gquantity as
otherwige provided for under the provisionsof this Article Fifth, shall ve
adjusted during the period Pipeline shall comply with such law, rule, order
or regulation, in the following manner. Pipeline agrees to take, or pay
for if available and not.taken, an aggregate quantity of gas from Seller
and all other producers with whom it has contracis in said field/s or area,
which is the sum of the contract quantities under all its contracts cover-

ing such field/s or area (determined as provided for in Paragrephs 1, 2, 3,
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and 5 of this Arcicle Fifth and comparable provisions of Pipeline's contracts
with other producers in such field/s or arca), separately determined for each
such field or area. Based upon such determination/s, Pipeline's takes from
Seller and other producers in such field/s or area with which it has contracts;
shall be in such proportions as will permit Pipeline to comply with the prd-

raticn order, whether this resuits in Pipeline's purchasing from Seller a

.greater or a lesser quantity of gas than Pipeline would otherwise purchase

if Pipeline were not required to comply with such proration order, and Seller
agrees that purchases on such basis shall satisfy and discharge Pipeline's
obligation with respect to quantities of gas Pipeline is oblligaied wu pux-
chase and receive hereunder from Seiler's gas reserves in the field/s or
area subject to such proration order. In the event any such proration order
applies to some bubt not all the gas reserves which are committed to the per-
formance of this contract, Pipeline's takes of gas from the gas reserves sub-
Jeet to such proration order shall be determined separately by use of the
method provided above, and a separate éontract.quantity shall be_determined
Uik @ Lasie consishint With Doragrazhic 1, 2, 2, ~mA 8 Af +hic Article Fifth
for the gas reserves which are not subject to such proration order. In the
event any such law, rule, order or regulation provides for the determination’
of market demand based or either producer or purchaser nominations, the
party required to make such nominations shall nominate quantities of gas
consistent with the terms of this contract.

13. Seller shall have the right from time to time (and only so long
as such condition prevails) to sell and dispose of any gas which in its
judgment, exercised in good faith, is necessary to prevent migration of

drainage from any lease hereunder, after first offering to Pipeline the
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right (to be exercised within ninety (90) days after receipt of written
witice of the quantities involved and an explanation of the existence and
amount of drainage) to purchase such gas hereunder, in addition %o the’

quantities herein provided,

ARTICLE SIXTH

POINT OF DELIVERY AND DELIVERY PRESSURES

1. Seller shall deliver, or cause to be delivered, the gas hereunder
to Fipeline at a single point to be designated by Seller to be located
within the area outlined on Exhibit "B" hereof. Title to the gas sold here-
under and responsibility for further handling thereof shall pass to Pipeline
at such point of delivery.

2. Seller shall deliver gas hereunder at a pressure sufficient to
allow the gas to enter Pipeline's facilities at the working pressures from
time to time maintained therein but not in excess of one thousand (1,000)

pounds per sguare inch gauge.

ARTICLE SEVENTH
QUALITY
1. The gas sold hereunder shall meet the following specifications:
(a) Be commercially free from dust, gum, gum-
forming constituents, gasoline, and other
solid and/or liquid matter which may become
separated.from the gas during transportation

thereof;




(b) Contain not morc than one-quarter (1/4) grain

of hydrogen sulphide per one hundred (100} cubic

L . feet, as determined by the cadmium sulphate quan-
o T

F S

'; titative test as presently prescribed by the reg-
' -

N ulations of the Railroad Commission of TeXxas;

.TO.

(¢) Contain not more than twenty (20) grains of

. total sulphur per one hundred (100) cubic feet;

1

1 . Cer - =~ PR
i (d) Contain not more than seven (7) pounds of water
f | per one miliion {1,000,0CC) cubic feet

(e) Contain not more than three per cent (3%) by

volume of carbon dioxide;

(f) Contain no* more than one per cent (1%) by vol-

ume of oxygzen;

Pt

0

N

Have a gross heating value of at least one thou-
sand (1,000) Britishibermal units (Btu) per cubiec
foot saturated with water wvapor at a temperature .
of sixty degrees (60°) Fahrenheit and at an abso-
lute pressure equivalent to thirty inches (30")
of mercury at thirty-twe degrees (320) Fahrenheit;
(h) Have a temperature of not more than one hundred
twenty degrees (1200) Fanrenneit when delivered
to Pipeline; and
(i) Have a hydrocarbon dew point not higher than forty
degrees (MOO) Fahrenheit at a gauge pressure of

one thousand (1,000) pounds per square inch.
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2. Seller shall have ihe right to be ropresented and to witness
ail tests of gas delivered hcrcundcf and 1o inspect any equipment used
in determining the quality of the gas.

3. Should the gas tendered by Seller fail at any time to conform
to any of the specifications of this article other than the gross heating
value requirement of subparagraph 1 (g) of this Article Seventh, Pipeline
shall notify Seller of any such failure, and Seller will make a reasonable
effort to correct such failure, including the treatment of such gas, so as
to deliver gas conforming to the above specifiecationc; providcd, tuau Seller
shall not be obligated, in Seller's sole judgment, to engage in unprofitable
or uneconomic treating operations. If Seller is unable to deliver gas con-
forming to the above specifications, Pipelire may accept the delivery of
gas and, at its option, treat the gas so that it will conform to the above

-

specifications, and Seller will reimbhurse Pipciiue Ior any fair and resasone-
able expense incurred in connection therewith, nct to exceed twenty-five per
eent (25%) of the price then being paid hereunder. Pipeline may also re-
fuse to accept gas not meeting the anove specifications, and, if such re-
fusal persists for ninety (90) consecutive davs, Seller may Cancel and ter-
minate this contract upon thirty (30) days® written notice to Pipeline.

4., sShould the gross heating value of the gas tendered hereunder
fall below one thousand (..,000) Btu per cubic foot due to circumstances
over which Seller has no control, or due to the removal of pentanes or
heavier hydrocarvons, Pipeline may refuse to accept such gas, and, if such
refusal persists for niaety (90) consecutive days, Seller shall have the
right to cancel and términate this contract upon thirty (30) days' written

notiece
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UNTT OF VOILUNVE - WEASURDMENY

1. Except for the determination of heating value, the unit of vol-
ume for measurement of gas delivered hereunder shall be one (1) cubic foot
of gas at a base temperature of sixty degrees (600) Pahrenheit and at an
gbsolute pressure of fourteen and sixty-five hundredths (1L.65) pounds per
square inch. All fundamental constanis, observations, records, and pro- -
czdures involved in the determim fion and/cr verification of the quantity
and other characteristics of gas delivered heireunder shall. nnleags other-
wise specified herein, be in accordance with the standards. prescribed in
the American Gas Association Gas Measurement Committee Report No. 3, dated
April, 1955, as now and from time to time amended or supplemented, except
that the combine? Reynoidas number and expansion factor and the manometer
factor shall be assumed to be one (1). All quantities given herein, un-
less otherwise expressly stated, are in terms of such unit.

2. DPipeline shall install, operate and maintsin, at its own ex-
pense, a measvrins slaiion Located at the point of delivery. Said measur-~
ing station shall be egquipped with orifice meters, recording gauges, or
other types of meter or meters of standard make and design, commonly

cceptable in the industry, so as to accomplish the accurate measurement
of gas delivered hereunder.

3. Seller may, at its option, install check meters for checking

‘Pipreline's measurement, a2nd samc shall be so installed as not to interfere

with the operation of Pipeline'’s facilities.
4. fThe temperature of the gas flowing through the meter or meters
shall be determined by the continuous use of a recording thermometer in-

stalled by Pipeline so that it will properly record the temperature of
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the gas flowing through the meter or meters. The srithmetical average of

the hourly temperatures recordcd each day shall be used in computing the

- S quantity of gas for that day.

PO 5. Tne specific gravity of the gas flowing through the meter or
.
ﬁ7 meters shall be determined by the use of a recording gravitometer furnished

and “nstalled by Pipeline so that it will properly record the specific grave
ity of the gas flowing through the meter or meters. The arithmetical aver-
age of the hourly specific gravity recorded each day shall be used in com-

f ’ puiing Snc guenttity of gas for that day.

6. The heating value of the gas shall be determined by a recording

calorimeter installed by Pipeline. The arithmetical average of the hourl&

neaving vaiuc rceorded each dav shall be considered as the heating value
of the gas delivered during such day.

T. Seller shall have access at all reasonable times to measuring

o B 8 i e

eguipment and all other instruments used by Pipeline in determining the
i measurement and guality of gas deliivered herennder, but the reading, cali-
brating, and adjusting thereof shall we done only by employees, agents or
representatives of Pipeline. The charts and records shall be kept on file
for a period of three (3) years for the mutual use of the parties hereto.
Upon request of Seller, Pipeline shall submit to Seller records and charts
from such equipment, subject to return by Seller within thirty (30) days
after receipt thereof.

| 8. At least once each monthi, Fipeline shall calibrate the measur-
ing equipment and make any adjustmentis should same be necessary. Stller,

’

may at its option, be present for such calibration and adjustment. For
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the purpose of measurement and mewer calibration, the atmospheric pressure
shall be assumed to be thirteen and one-tenth (13.1) pounds per square
inch (unless otherwise determined by law), irrespective of variations in
natural atmospheric pressure from time to time. Pipeline shall give
Seller notice of the time of all tests sufficiently in‘advance of holding
same. Following any test, any measuring equipment found to be inaccurate
ree shall ve adjusted immediately to measure accurately.

9. If. upon any feoct ) {hic measuring equipment in the aggregate
is found to be inaccurate by two per cent (2%) or more, registra@ion
thereof and any payments based upon such registration shall be corrected
at the rate of such inaccuracy for any period of inaccuracy which is
definitely known or agreed upon; but in case the period is not définitely
known or agreed upon, then for a period extending back one-half (1/2) of
the time elapsed since the last day of calibraiion, not exceeding, however,
fifteen {15) days.

10. If, for any reason, the measuring equipment is ouwt of service
or out of repair so that the quantity of gas delivered through such meas-
uring equipment cannot be aécertained or computed from the readings thereof,
the qqantity of gas so delivered during the period such eguipment is out of
service or out of repair shall be estimated and agreed upon by the parties -
hereto upon the basis of the best available data, using the first of the
following methods which is feasible:

(a) By using the registration of any check measur-
ing egquipment of Seller if installed and regis-

tering accurately.

-23-
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(u) By corrceting tue =rror if the percentage of
o error is ascertainavle by calibration, test,
S or mathematical ca’culation.

O (¢) By estimating ihc quantity of deliveries by
o

Ll b

the quantity of deliveries during preceding
7 periods under similar conditions when the

- measuring equipment was registering accurately.

11. The measurement hereunder shall be corrected for deviation from
[ f Boyle's Law at the pressures and temperatures under wnicu gas 15 measurtd

hereunder by the use of the American Gas Association deviation tables based

p unan the specific gravity method, published June, 1955, as amended or sup-

§lemented from time to time.

ARTICLE NINTH

OPERATOR, PRICES AND PAYMENTS

; 1. It is understood that the gas purchased by Pipeline under com-
‘parable gas sales contracts with other producers within the area outlined
on Exhibit "R" and that the gas purchased hereunder will be commingled in
the facilities to be constructed, or caused to be consiructed, by Seller
as provided in Paragraph 1, Article Eleventh hereof, and by such other
producers as provided in their gas sales contracts. Seller hereby desig-
nates the operator of said facilities ("Operator") as its representative
and fully empowers said representative to do or perform, on benall of

; Seller, the following:

{a) to allocate such commingled gas delivered

to Pipeline between Seller and such other

producers;
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{v; to witness Losts Lo Lu made of Lne gas and meas-
wement equipment;
(¢) to deliver the gas under said gas sales coﬁtracts,
including Seller's gas hereunder, in a commingled
stream at the delivery point;
() to receive notice of changes in the quantity of
gas to be delivered to Pipeline; and,
(e) to render billings for gas delivered and/or to
be paid for hereunder.
Operator has been designated to perform the same functions in each of said
gas sales contracts as representative of each of such other producers.
Pipeline shall in accordance with this contract make requests to Operator
ffom time to time setting forth in each instance the guantity of gas to

bé delivered at the delivery point by Seller hereunder znd the guantities

[

of gas to be delivered by otiher producers under said gas sales contracis,

provided, however, during the first twelve (12} months cammencing with

the ®irst delivery of gas hereunder, such requests by Pipeline shall be
made in terms of a total quantity of gas to be delivered and Operator shall
allocate such total quantity between Seller and other producers under said
gas sales contractsz, in accordance with the provisions of subparagraph 1 (a)
of Article Fifth hereof. Such requests for gas to be delivered by Seller,
dc in accordance with this contract and limited ftc Scller's obliigation

to deliver, shall satisfy and discharge Pipeline's obligation to receive
ges hereunéer during any accounting period to the extent of the sum of

such requests during such period, unless any failure to receive the gas-

so regquested is caused by the fault of Pipeline. Seller shall cause
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said Operator to do or perform all of tae functions outlined in this Para-
graph i. Insolar as Seller is concoerncd, Pipeline shall ve fully pro-
tected in relying upon any and all such {unctions done by Operator as rep-
resentative of Seller as fully and effectively as though Sel;er had done
or performed same. Operator shall have full authority to represent Seller
in all disputes which méy arise between Seller ancd Pipeline relating to
such functions.

2. ©Subject to the other provislons hereof, Pipeline shall pay Sellier
for each one thousand {1.000) cubic feet of gas (measured at a base temper-
ature of sixty degrees (600) Fahrenheit and at an absclute pressure of
fourteen and sixty-five hundredths (14.65) vounds per square ineh) deliv-
ered hereunder, or for which Pipeline is obligated to pay for hereunder,

the following prices:

(a) During the first three (3) year period commencing with the

(16¢);
(b) During the five (5) year period rext following the three
(3) year period in (a) above - seventeen cents (17¢);
(¢) During the next five (5) year period - eighteen cents (18¢);
(d) During the next five (5) year period - nineteen and
one-half cents (193¢); and
(e) Thereafter, an increase of one cent (1¢) at the start
of each successive five (5) year period during the con-

tinuance of this contract.
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3. 'The applicanic price payabie hercunder is based upon a heating
value of one thousand (1,000) Btu per cubic foot of gas, and any such price
shall he proportionately increased or decreazsed, as the heating value of
gas delivered hereunder varies from one thousand (1,000) Btu per cubic
foot, ty application of a "Btu ccrrection factor" the denominator of which
shall be one thousand (1,000) and the numerator of which shall be the vol-
ume weighted actual daily average Btu content per cubic foot of gas de-
livered during the apﬁlicable monthly billing period.

4, After delivery of gas has commenced, on or before the tenth
(10th) day of each month, Pipeline snall furuish Operabor a statement
showing the daily quantities of commingled gas received by Pipeline during
the preceding calendar month, the Biu content thereof, and any adjustments'

made by Pipeline. Operator shall, on or before the twentieth (20th) day of

each month, furnish Pipeline a statement, upon which Pipeline may rely,

snowing the quantity of commingled gas attributable to Seller and the quan=-

tities thereof atiributable to other sellers for the preceding cazlendar
month. The sum of such quantities shall eqgual the total quantity of gas
metered by Pipeline. Within ten (10) days thereaftgr, Pipeline shall pay
Selier the amount due for all gas so attributable to Seller.

5. FEach party hereto shall have the right, at all reasonable times,
to examine the books and records of the other party to the extent necessary
to verify the accuracy of any statement, charge, computation or demand
made under or pursuant to this contract. Any statement shall be final as

o botn parties, unless questioned within two (2) years after payment has

been nade of the amount of such statement.




Pipeline shall reimburse Seller for three-fourths (3/4) of any in-
crease, occurring after the date of this contract, in the total tax per
one thousand (1,000) cubic feet paid or payable by Seller in respect to
the gas sold under this contract occasioned by any change in the rate of
any existing gathering, production or severance tax, or by the imposition
upon Seller of any new tax burden similar in nature to said named taxes, or
having like effect upon Seller (but not including income, excess profits,

capital stock or general property taxes).

ARTICLE ELEVDENTH

OPERATICN OF GAS RESERVES

1. Seller agrees to develop and opergte the gas reserves and to
install, maintaih and operate, or cause 10 be installed; maintained and
operated, a gathering system, dehydrating plant and cther equipment and
appurtenances, all within the limits required by prudent operations, to
the extent necessary to produce and to deliver gas in accordance with
the terms and provisions of this contract. Seller's obligation to deliver
gas shall be subject to the ability of Seller's wells to produce without
waste and in accordance with prudent oil and gas field practice.

2. Seller agrees that during the term of this contract it will,
as a prudent operator, do and perform all acts and things which are nec-
essary to continue in force, renew- and maintain? its ownership of the gas
reserves and its exclusive right to prcduce gas therefrom, provided Seller

may abandon any gas leaseholds or other estates or rights covering portions
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or' the gas reserves, where the samec,  n its judgment, is or will be non-
e A ? productive, and may abandon any producing leasehold which may no longer
be operated at a profit; provided, however, that Seller shall first in
writing offer, at least ninety (Q0) days prior to abandonment in any of
F : such cases, to sell, convey and assign to Pipeline the gas rights held

by it, if any, in and to the lands together with any wells and appurtenant

enminment therocn, o The salvage value ol such wells and appurtenant equip-

ment, if any, in place. Should Pipeline elect to accept said offer within

thirty (30) days after recciving same, such property shall be transferred

Lo ripeline accordingly. Seller shall not be liable for failure to so

offer to Pipeline such gas rights due to an inadvertent error on the:part

of Seller. I% is agreed, however, that Pipeline's option to acquire any-
lease or leases, as provided in this paragrapn, shall bé sﬁbject to rights
and_qptions respecting acauisition of anv leases ncommitted hereunder
tofore or hereafter granted to third parties under agreements entered into
between Seller and such parties for the development of the committed acre-

age and other acreage in the vicinity thereof.

ARTICLE TWELFTH

REGULATORY BODIES

is subject to all present and future valid laws and
..... 22 ordlrs and regulations of all regulatory vodies now or hereafter
having jurisdiction of the parties or either of them, and should either'
of the parties, by force of any such law, order, or régulation, at any
time during the term of this contract, be ordered or required to de any

act inconsistent with the provisions of this contract, the contract shall




continue nevertheless, but shall then be deemed modified to conform with
the requirements of such law, order or regulation for that periocd only
during which the requirements of such law, order or regulation are sppli-

cable.

ARTICLE UHIRTEENTH

FORCE MAJEURZE

Tf rerformances vy eivner party of any of its obligations hereunder
(othethhan obligations to make payments hereunder) is prevented or delayed
by force majeure, the cbligation so affected shall be suspended during the
continuance of the prevention or delay so caused, and the party affected
shall not be liable to the other pariy in damages or otherwise by reason

— 1

thersof, The term "force majeure” as herein used means and includes fire,4
adverse action of the elemenis, strikes or other labor diffi-
culties, restriction or restraint imposed by law or by regulation or order
of duly constituted governmental authority, whether federai, state or loecal,
acts of civil or military authorities, acts of the public enemy, breakdown
of, or accident to facilities or equipment, freezing of wells or lines of
pipe, inability to obtain necessary materials, eguinment ox rights-of—wéy
on customary terms, and any other cause that is reasonably beyond control
by the party aifected thereby, whether or not similar to any cause above
enumerated. Upon the occurrence of an event constituting force majeure,

ihe same shall, so far as possible, be remedied with all reasonsble dis-
patch. The settlemeut of strikes or other labor difficulties shall be
entirely within the discretion of the party having the -difficulty, and the
above requirement thal any force majeure shall be remedied with all reason-

able dispztich shall not require the sevtlement of strikes or other labor

difficulties ©y acceding to the demands of any opposing party therein

~30-~
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when such course is inadvisable in the discretion of the party having the

difficulty.

ARTICLE FCOURTEENTH

MISCELLANEQUS PROVISIONS

A LAV

1. Seller nereby warrants title to the gas delivered hereundér.
In the event of any adverse claim of any character asserted in respect
to any of said gas, Pipeline may retain as security for the performance
of Seller's obligations hereunder the purchase price thereof up to the
amount of such claim, without interest, until such claim has been finally
determi.ed, or until Seller shall have furnished bond in amount, form and
with surety satisfactory to Pipeline, or such other assurance satisfactory
To Pipeline, providing for the full protection of Pipeline with respect
to such claim,

2. Upon prior written notice to the other party, this contract
may be assigned by either of the parties hereto to any person, firm or
corporation who shall expressly assume in writing the obligations hereof
to be perfirmed by the assigning party, and who shall acguire all of the,
assigning party's interest in the properties necessary to perform this
contract, but it may not otherwise be assigned without the prior wriilien -
consent of the other party hereto. Any assignment of this contract shall
e made only to a single firm, corporation or other person, it being
expressly understcod and agreed that the contract may not be partially
assigned or assigned to more than one business entity, either'jointly

¢r severally, without the prior written consént of the non-assigning

party. Any required consent to any assignment snzll rot be unreasonably

LAt
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withheld. Notning herein contained shall be construed to prevent either
pariy hereto from pledging this contract, or all or any portion of such
party's'property, as security under any mortgage, deed or trust, or
other similar lien, or from pledging any benefits accruing hereunder to
the party making the pledge, nor to prevent Seller from making any com-
piete or partial assignment of its leases or properties. All covenarts,
stipulations, terms, conditions and provisions of this contract shall
extend to and be binding upon the respective successors and éssigns of
the parties hereto and shall be deemeéd covenants running with the oil
and gas leases and other properties described herein for the full term
of this contract. Any complefe or partial assignment of Seller‘s leases
or properties shall contain a provision expressly obligating Seller's
a33iginee wo werlruwm Seller’s obligations under this contract and to suffef
and permit the full performance thereof. No conveyance or assignment of
any interest of Celler shall be binding upon Pipeline until Pipeline has
been furnished with a certified copy of such conveyance or assignment
together with properly executed transfer orders.

3. TFor the purpcse of permitting an equitable ailocation of the
quantity of gas to be purchased by Pipeline under the terms suvpara=
graph 1 (a) of Article Fifth hereof, a well shall be deemed to be one
located on the standard spacing unit prescribed, from time to time, by

ne New Mexico Cil Conservation Commission for the Cisco and/or Morrow
formafions within the area outlined on Exhivit "B" or, in the event no
standard spacing unit has been so prescribed, on a drilling unit of not4

less the six hundred foriy (6L0) acres. In the event the acreage
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attributeble to the drilling unit upon which any well is located is less
than such standard spacing unit, or six hundred forty (640) acres if no
standard spacing unit has been prescribed by the New Mexico 0il Conservation
Commission, then the guantity of ges to be aliocated thereto shail be re-
guccd by an amnunt determined by multiplying said quantity of gas by a _
fraction, the numerator of which shail be the number of acres atiritu=

table to such well and the denominator of which shc!l ba the number of

acres prescribed, from time to time, as the standard spacing unit by the

New Mexico 0il Conservation Commission, or six hundred. forty (640) if no

standard spacing unit has been so prescribed. The terms of this paragraph

shall be applicable solely and only to the allocation, by wells, of the

”

.
Guantit

r of gas to be purchased by Pipeiine under the terms of subpara-

-

graph 1 {a) of Article Fifth hereof and sha!l be subject to the terms
and provisions of Paragraph 12 of said Article Fifth. A reduced allcca?
tion to a well or wells on.short acreage shali not serve to reduce the
total quantity of gas which Pipeline is required to purchase under
subparagraph 1 (a) of Article Fifth.

L. Any notice, request, demand, statement, or payment provided
for in this contract, except as otherwisc provided, shall be sent to thé
parties nereto at the following addresses:

Pipeline: NATURAL GAS PIPELINE COMPANY OF AMER!CA'.

122 Scuth Michigan Avenue
Chicago, Illinois 60603

With copy to: NATURAL GAS PIPELINE COMPANY OF AMERICA
P. 0. Box 2211
Amarillo, Texas 78105

Seller: Ralpk ' ~ua
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AGREEMENT FOR
THE TEMPORARY EXCHANGE
OF GAS

This Temporary Gas Exchange Agreement, dated as of the
19th day of March, 1965, between NATURAL GAS PIPELINE COMPANY
OF AMERICA, a Delaware corporation, hereinafter referred to as
"Natural', and TRANSWESTERN PIPELINE COMPANY, a veiawarc

sration harveinafter referred to as ""Transwestern'',
WITNESSETH THAT:

WHEREAS, Natvral has filed, at FPC Docket No. CP65-169, an
application for a certificate of public convenience and necessity authoriz-
ing Natural, among otner thirgs, io insiall and cperate certain facilities,
including an extension of its existing system from the Panhandle Area in
Texas to Eddy County, New Mexico, herein sometimes referred to as
Natural's "Permian extension', for the purpose of attaching certain
reserves in the Indian Basin and Dagger Draw Areas of Eddy County, New
Mexico, and the Bluitt Area in Roosevelt County, New Mexico, froin which
it has contracted to purchase gas. Said reserves, and contracis reiating
thereto, are herein referred to as ‘"Nataral's Permian Gas Purchase
Contracts' and more particularly described in Exhibit ""H'" of Natural's
application filed at FPC Docket No, CP65-169, to which reference is
here made; and

[———— I e rere eI Tyt cd, at FPC Docket No. CP65-237,
BEFORE THE
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an application for a certificate of public convenience and necessity authcriz-
ing it to install and operate facilities necessary to exchange up to 158, 000
Mcf of gas with Natural which said exchange, Trancwestern alleges, would
be in lieu of Natural's Permian extension and mutually exclusive therewith;
and

WHEREAS, Natural has not entered into a contract for such ex-
change as pioposcd by Transwestern, and has denied that such proposed
exchangs is in the public interest, or that Transwestern's proposal is
mutuallr exclusive with that of Natural or that a comparative hearing
thereonis required; and

WHEREAS, Natural and Transwestern nevertheless recognize
that a resolution by the Federal Power Commission, in a contested
hearing, of the issues that exist or may exist between the parties
could cause a delay in the movement of the gas to be purchased under
Natural's Permian Gas Purchase Contracts;

NOW, THEREFORE, i‘n consideration of the mutual covenants
herein contained, the parties hereto agree as follows:

ARTICLE I

RESFERVATIONS OF PARTIES

The execution of this Temporary Exchange Agreement is without
prejudice to, and shall not be construed as either an admission or denial
of, the positions heretofore taken or that may be hereinafter taken, by
either Natural or Transwestern under their respective pleadings and/or

evidence in relation to Transwestern's proposal at FPC Docket No. CP65-237
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and Natural's proposal at FPC Docket No. CP65-169,.

PRELIMINARY ACTS CF THE PARTIES

Each party hereto shall, with diligence, prepare, file and prosecute,
such applications with the Commission as shall be requisite to authorize
the installation and operation of facilities and the te-aporary exchange
of gas as contemplated hereunder, and upon issuance ot such autnorisa-
tions in form and on conditions satisfactory to both parties hereto, shall
accept the same and shall promptly proceed with the construction thereof,
and, upon the completion of the same, shall, effective as of the date
Natural's setlers under its Perinian Gas Purchase Contracts commence ine
sale of gas thereunder, exchange gas under the provisions and during the
ierm of thi reement

ARTICLE III

QUANTITY

Section 1. Volume. Transwestern shall receive from Natural, at

the points of delivery piovided in Scction 2 of Paragraph TV hereof. the
volumes of gas purchased by Natural under Natural's Permian Gas Pur-
chase Contracts, plus any further gas Natural may purchase that is pro-
duced within two (2) miles of the acreage presently covered by Natural's
Permian Gas Purchase Contracts, up to, but not in excess of, a2 maxirnum
total quantity of 130, 000 Mcf on any one day.

Transwestern shall redeliver to Natural, at the points of redelivery
provided in Section 3 of Article IV hereof and in accordance with the pro-

visions of Section 5 of Article IV hereof, and Natural shall accept delivery




III.

thereof , volumes of gas equal to those delivered by Natural to Trans~

western.

Section 2. Variation in Rate of Take. The delivery and redelivery

of gas hereunder shall be at reasonably uniform rates of flow from day to
day and hour to hour. Subject to Section 4 of Article IV hereof, the
quantities of gas to be delivered by Natural to Transwestern on each day
shall not be less than the minimum volume required to be physically
taken each day under Natural's Permian Gas Purchase Contracts, nor

more than the maximum volume provided in Section 1 of this Article

ARTICLE IV

DELIVERY AND DELIVERY POINTS

Section 1. Facilities and Commencement of Exchange. At the

earliest practicable date following acceptance by Natural and Transwestern,
whichever occurs later, of such certificate authorizations as may be issued
by the Federal Power Commission as contemplated in Article Il hereof,
Trauswesiern ana Nacural shall complete the facilities necessary to

effect the delivery and receipt of gas provided for herein and the exchange
of gas shall commence on the date provided in said Article IIL

Section 2. Delivery Points. Delivery to Transwsastern of the

volumes purchased by Natural under Natural's Indian Basin and Dagger
Draw Permian Gas Purchase Contracts shall be made in Section 13, Range

29 East, Township 17 South in Eddy County, New Mexico, at a peint of




interconnection to be made between Transwestern's West Texas Lateral

- and the section of twenty-inch (20') pipeline extending northerly from

A I

e
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said Indian Basin-Dagger Draw Areas that shall be installed and operated

Ty
fl

¢

by Natural, Delivery to Transwestern of the volumes of gas purchased
by Natural under Natural's Bluitt Permian Gas Purchasc Contract shall
be made into Transwestern's Panhandle Lateral at or in the immediate
vicinity of the tailgate of the Bluitt Plant in Section i5, Range 36 East,
Township 8 South, Roosevelt County, Mew Mexico; provided, however,

Transwestern shall not be obligated to accept a volume of gas in excess

of 9,000 Mcf on any one day at such point of delivery.

Section 3. Redelivery Points. The redelivery of gas to Natural

by Transwestern, as provided in Section 1 of Article III hereof, shall be
made as follows:

A volume of up to 90,000 Mcf of gas may be delivered in Section
192, H & TC R. R. Survey, Block 45, Hansford County, Texas, at an
interconnection to be made between Transwestern's twelve-inch (12")

Cactus Lateral and the main line of Natural at the point at which such lines

make deliveries at such point up to such maximum volume prior to making

any deliveries at the Gray County point of delivery hereinafter provided;

The remaining volumes, up to a maximum of 50, 000 Mcf of gas shall
be delivered in Section 42, I & GN R. R. Survey, Block 3, Gray County,
Texas, at an interconnection to be made between Transwestern's Lefors

Lateral and the Jack-Wise Counties pipeline of Natural at the point at which

such lines cross in such section.




Y ¢ T
e o Section 4. Curtailment of Deliveries. Notwithstanding any other
_."‘"‘ : provisions of this Agreement, either party hereto may cause the deliveries
’ -,
2 of gas hereunder to be curtailed or suspended upon twenty-four (24) hours'

;‘ notice to the other party when necessitated by construction requirements

of said party; provided, howeve

[}

nrtailment or suspension

{' perivd suail cicccd forty-sicht (48) hours in length. Any deficiency in
the receipt of gas hereunder due to such curtailment shall be made up

during the sixty {60) days following the end of such curiailmcnat.

Section 5. Balancing of Volumes. Subject to Section 4 of this

Article IV, on each day ¢rn shall deliver to Natural a volume

f
U

y Natursl to Transwestern, The parties shall use their best eiforis io

sep in balance the cumulative volumes delivered by one to the other, and

»
o

such volumes shall be equalized at least once during each three months'

period; provided, however, that upon termination of this Agreement the

parties shall, at the earliest practicable date consistent with operating

conditions, equalize any such volumes accumulated hereunder,.

A VeI YRS
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DELIVERY PRESSURE

Section 1. Delivery Pressure. The volumes of gas delivered to

Transwestern hereunder shall be at 4 pressure sufficient to enter Trans-
western's pipeline as such pipeline préssure may vary from time to time
at the points of delivery, but Natural shall not be obligated to meke such

deliveries in excess of 950 pounds per square inch gauge at the Eddy County




delivery point and 1000.pounds perf sgua

County delivery point.
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a statement to the other on or before the 10th day of each month, reflecting
- L the volumes of gas delivered to such other party hereunder during the pre-
o ' ceding month. Natural shall pay Transwesiern the sums due hereunder on
or before the <0th day of the month in which the statement is received.

Section 2. BTU Adjustinent. For each calendar month of the term

hercof, the average BTU conteni of ihc gas delivered to each party hereto
P o

shall be determined by ithe us< i o Tutler~Hammer calorimeter or by some

other mutually agreeable meéthod. If for any such month there is a difference

..
hl
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e BTU content of 10 or more BTU's per cubic foot of gas, the
party delivering the gas with the lower BTU content shall pay to the other
party an amount of money per Mcf of gas delivered hereunder during such
month by Natural to Transwestern, equal to a fraction - the numerator of
which is the difference in such BTU content and the denominator of which

is the BTU content of the gas having the lower BTU content, times the
average priceper Mcf paid or payable by Natural for the gas delivered here-
under to Transwestern during such month; such calculation shall be made by
the 20th of eack calendar month for the preceding calendar month, and any
payment due under this provision shall be paid within fifteen (15) days after
the amount due is determined.

Section 3, Taxes, Any and all taxes and assessments which are

imposed upon the gas delivered hereunder up to the point of delivery shall

be paid by the party delivering said gas. Any taxes and assessments which

are imposeud upon the gas delivered hereunder subsequent to delivery shal:

be paid by the party receiving said gas.
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ARTICLE VII

QUALITY
Gas delivered by Natural and Transwestern hereunder shall be pipe-
line quality gas conforming to the following specifications:

Section 1. Oxvecn, The gas shall not contain in excess of one per

cent (1%) bv volume ~f ave~2z ond ach pariy shall make every reasonable
effort to keep the gas delivered by it entirely free from oxygen.

Secticn &, Sulphur. The gas shall not contain in excess of one-

quarter (1/4) grain of hydrogen sulphide per hundred cubic fect and shall
not contain in excess of twenty (20) grains of total sulphur per hundred
cubic feet, nor shall it contain mercaptans in excess of ene-gquarter (1/4)
grain per hundred cubic {eet,

Section 3. Carbon Dioxide. The gas shall not contain in excess of

3% by volume of carbon dioxide.

Section 4. Temperature, The temperature of the gas at the point of
delivery shall be at all times less than one hundred twenty degrees (1209)

Fahrenheit.

Section 8. Chiszztisnavie Liquids and Solids. The gas shall be com-

mercially free from dust, gum, gum-forming constituents, gasoline and other
solid and/or liquid matter at the point or points of delivery, and shall not con~
tain in excess of eleven hundred (1100) British Thermal Units per cubic foot
determined on the basis provided in Section 8 of this Article VII.

Section 6. Water Vapor Dew Point. The gas delivered hereunder shall

not contain more than seven pounds (7#) of water per million cubic feet.

Tests to determine the total sulphur, hydrogen sulphide, mercaptans,

carbon dioxide and oxygen content of the gas at the point of delivery shall be
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made by the party receiving the gas, and at its expense, by approved
standard methods in general use in the gas industry., The other party shall
have the right to test at its expense and, if the results thereof differ from the
results of the other test, the parties shall retest at their joint expense,

Section 7, Sub—Quality Gas. Each party receiving gas, at its election

to be exercised upon nctice given to the other in writing, shall have the right
¢z Aiscontinue or curtail delivery of gas hereunder whenever the quality of the
gas does not conform to the quality specification of this Agreement.

Section 8. Heating Value, Either party shall have the option to refuse

to accept gas having a gross heating value of less than one thousand (1000)
British Thermal Units per cubic foot saturated with water vapor at a temper-
ature of sixty degrees (60°) Fahrenheit and at an absolute pressure equivalent
to thirty inches (30") of mercury at thirty-two degrees (32%) Fahrenheit.

ARTIGCLE VI

FACILITIES

Section 1. Delivery Facilities. Natural shalli own, operate and main-

tain all facilities required to transport, measure and deliver the velumes of
gas to be delivered to Transwestern hereunder, includirg the measuring and
rcgulating station at each point of delivery.

Section 2. Redelivery Facilities. Transwestern shall own, operate,

and maintain all facilities required to transport, measure and redeliver the
volumes of gas to be delivered to Natural hereunder, including the measuring
and regulating station at each point of redelivery.

Section 3. Taps and Valves. Notwithstanding the above, each party
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shall install, own and operate the taps and valves on its system that are

required to perform this Agreement.

ARTICLE IX

MEASUREMENT OF GAS

Section 1. Unit of Measurement, The unit of measurement for

ne {1) cubic foot of gas, and the term ''cubic

—
cr
a
<

gas hereunder shal
fooi ui xa3" wherevar used in this Agreement shall, except as specifically
provided for in Section 8 of Article VII, mean a cubic foot of gas at a
temperature of sixty degrees (600) Fahrenheit and at a pressure of 14. 65
pounds per square inch absolute. An '"Mcf" is one thousand (1000) cubic
feet.

Section 2. Check Measuring Equipment. Either party may instail

and operaie check me2suring equipment provided it does not interfere
with the use of equipment installed by the measuring party in determining
the volumes of gas delivered or redelivered hereunder,

Section 3. Metering and Computation of Volume. The following

practices shall prevail:

(2) Metering and Computation of Volume. The gas shall
be metered by orifice meters or other measurement
facilities acceptabie io boihh partics at or near points
of delivery. Such orifice meters shall be consiruciea
and installed in accordance with the applicable pro-
visions of the American Gas Association's '""Gas
Measuremenit Committee Report No. 3, dated April,
1955.' The volumes of gas delivered as measured
at pipeline pressures and temperatures shall be com-
puted from the meter records and converted into the
unit of measurement specified in Section 1 of this
Article IX in accordance with the methods prescribed
in Gas Measurement Committee Report No. 3 of the
American Gas Association, including the appendix
thereto, as published April, 1955, or any subseguent
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revision thereof. Correction shall be made for
deviation from the Ideal Gas Laws at the pressure
and temperature at which the gas is metered. To
determine the factors for such correction a quantita-
tive analysis of the gas shall be made at reasonable
intervals with such apparatus as shall be agreed

upon by both parties and the results of each such
determination shall be rmade applicable to delivery
hereunder, following the latest recommendations of
the American Gas Asscciation or as may be agreed to
by the parties. For the purposes of measurement and
meter calibration, the atmospheric pressure shall

he assumed to be 13. 2 pounds per square inch,
irrespective of variations in natural atmospueriv
pressure iruin time tn time.

{b) Specific Gravity. The specific gravity of the gas
delivered hereunder shall be determined by use of a
recording gravitometer to be installed, owned,main-
tained and operated by the delivering party in accordance
with standard industry practices at the point cf delivery.
The arithmetic average of the specific gravity recorded
during periods of flow only shall be used in computing
the volume delivered through such meter.

{c) Temperature. The temperature of the gas delivered
through each meter shall be determined at the delivery
point by use of a recording thermometer to be installed,
owned and operated by the delivering party. The
arithmetic average of the temperatures recorded during
periods of flow only shzll be used to correct the volumes
of gas delivered hereunder to the unit of measurement
specified in Section 1 of this Article IX.

Seciiocin 4. Eosninment Testing. The accuracy of the measurin
il hy § 'y h y

P
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y

equipinen e verified by test, using means and methods generally
acceptable in the gas industry, at least once each month or otherwise as
agreed to by both parties. Notice of the time and nature of each test shall
be given by the measuring party sufficiently in advance to permit convenient
arrangement for the other party's representative to be present. Tests and
adjustments shall be made in the presence of and observed by a representa-

tive cf the non-measuring party, ii preseat, and if iny of the measuring
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equipment is found to be registering inaccurately any percentage, it shall

be adjusted at once to read as accurately as possible. If, after notice, the
non-measuring party fails to have a representative present, the results of
the tests shall nevertheless be considered accurate until the next teat. All

tests of such measuring equipment shall be made at the mc

14
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expense, =xcept that the non-measuring party shall bear the expense of
tests made at its request if the inaccuracy is found to be two percent {2%)
or less.

Section 5. Measuring Equipment Out of Repair. If for any reason

any measuring equipment is inoperative or inaccurate so that the volumes of

~
ASd
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gas delivered is not correctly indicated by the reading thereof, and, if such
reading is in error by more than two percent (2%) in the measurement of gas,
then the volume of gas delivered, during the period such measuring equip-
ment is inoperative or inaccurate, shall be determined by the parties hereto
on the basis of the best data available using the first of the following methods
whichis feasible:

(a). By using the registration of any check measur-

ing zguipment installed and accurately registering;

correcting the error if the percentage of error
is ascertainable by calibration, test, or mathe-
matical calculations; or

E-.
td
!

(c) By comparing deliveries made during preceding
periods under similar delivery conditions when the
meter was registering accurately.

And adjustment based on such determination shall be made for such

period of inaccuracy as may be definitely known , or if not known, then for

one-half the period since the date of the last meter test. In no event, how-
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ever, shall any adjustment extend back bevond one-halif (1/2) month from the
date the error was first made known by one party hereunder to the other.

Any measuring equipment which is found to be incperative or
inaccurate, shall be adjusted to register correctiv.

Section 6. Inspection of Equipment. Both parties shall have the

right to inspect equipment irstalled or furnished by the other pariy, aud
the charts and other measurement or test data of the other pariy, at all
times during business hours; but the reading, calibration and adjustment of
such equiprment and changing of charts shall be done only by the paviy in-

stalling and furnishing same. Unless the parties otherwise agree, each

party shall preserve all original tcst data, charts and other similar records
in such party's possession for a period of at least three (3) years.

ARTICLE X

TERM

Section 1. Term of Delivery Velumes. The temporary exchange of

gas under this Agreement shall commence on the date provided in Article
II hereof and shall continue from day to day thcreafter until a final deter-
mination shall have been made by the Commission on the issues invoived
in FPC Docket Nos. CP65-169 and CP65-237 {including amendments and
revisions thereof) and the completion of the installation of all facilities

authorized,
ARTICLE XI

MISCELLANEOUS

Section 1. Regulatory Jurisdiction and Changes in Rates and




I N ———————

2
>
k}f. N

-15-

Service. Thie Agreemecnt in all respects shall be subject to all valid
legislation with respect to the subject matter hereof, either State or
Federal, and to all valid present or future orders, rules and regulations
of duly constituted authorities having jurisdiction. In the event the term
hereof extends beyond January 1, 1967, then on such date or any time
thereafter Transwestern shall have the right to propose to the Federail
Power Commission such changes as it deems necessary in the rates and
terms of service provided iterciin and thie Agreement shall be deemed to
include such chaunges or anv changes which become cffective by Federal
Power Commission order. Naturai shall have the right to oppose any

of the ijoregoing and to request reduction in rates to the extent that Natural
is legally permitted or required to do.

Section 2. Title. Each party hereby warrants title to all gas

delivered by said party and that same is free from ail liens and adverse
claims, and, further, that said party has the right to deliver such gas
hereunder,

Section 3, Force Majeure. Neither party shall be liable for any

failure to perform the terms of this Agreement resulting from a cause or
causes not reasonably within its control, providing that such party shall
atternpt with due diligence to remove the causas of the default.

- .

Section 4. Passage of Tiile. Title of gas shall pass from the

delivering party to the receiving party at the point of delivery.

Section 5. Assignment. This Agreement and each of its terms

shall bind and inure to the benefit of the parties hereto, their successors

and assigns.



-16-

Section 6. Entirety. This Agreement contains the entire contract

between the parties and there are no orai promises, agreemenis or

warranties affecting it.

Accordingly the parties hereto have duly executed this Agreement.

)
|

TRANSWESTERN PIPELINE COMPANY

- 2
ATTEST: // ey .
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GAS PURCHASE AGREEMENT

THIS AGREEMENT made and entered into this dey of ___

"

s by and between

(hereinafter referred to as "Seller”, whether one or more),

and SOUTHERN UNION GAS COMPANY (hereinafter referred to as "Buyer'):
WITNESSETH:

WHEREAS, Seller owns interests in oll and gas leases which cover and
aifect the oil, gas and mix_'xeral interests in, to and under the lands mede
subject to this agreement; and

WHEREAS, Seller desires to sell and Buyer desires to purchase all of
such Seller's interest in merchentable natural gas produced from wells
now or hereafter completed on lands made subject to this agreement;

NOW, THEREFORE, for and in consideration of the mutual covenanis,
promises and agreements herein contsined and for ouner good and vealusble
consideration, Selle_r and Buyer do hereby mutually covenant, contract and
agree as follows:

I,

SUBJECT LANDS

Section 1. Subject to the other terms and provisions hereof, Seller

commits t0 the performance of this €eeme

n 5 €

BEFORE THE
OIL CONSERYATION COMMISSION
S nta Fe, New M:xico

S oY 115 v Ce.




preduced from vencath tne following described lands in which Seller has
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provided, nowever, that no change in ownersnip of the leasehold interesi in

the Subject Tands shall be binding upon Buyer until) such time as 3Buyer

sf; . shall have been furnished with either the original or a certified copy or
S : an acceptable photocopy of the instrument or instruments effecting sucn
p
a change in ownership.

) Section $. Seller may, prior to delivery of gas to Buyer hereunder,
remove therefrom by conventional mechanical gas-oil wellhead separator
gasoline and other liquid hydrocarvons; provided, however, that no extractlive
process(es) employed by Seller shall materially reduce the pressure or
volumes of gas otherwise available to Buyer hereunder, nor snail sucn

Ei process(es) materially alter the temperature of the flowing gac or change

its characteristics as a useful fuel. Any gasoline, 1iquids or other

llquefiable content, helium and other nonhydrocarbon constituents of gas

delivered hereunder, after it has passed the delivery point, shall become

viie AT LS s

the mronerty of Buyer without payment of any additional compensation therefor.

& | | I1.

CONNECTION OF WELLS

Section 1. On or before 90 days after the date hereof, Buyer shall
construct or cause another party to construct gathering pipelines con-
necting the presently existing pipeline of Buye.' with each presently
completed Subject Well. Thereafter, Seller shall give Buyer written
notice of each subsequently complieted Subject wWell, accomponied by all
available initial test data on the well and a copy of the completion

report to the New M2xico 0il Conservation Commission on the well; and

on or before 90 days after receipt of such notice, Buyer shall construct

or cause another party to construct a gathering pipeline connecting the

k-




pipeline of Buyer with such well, provided, however, that Buyer shall not
be required to cause the connection hereunder of any suosequently completed
Subject Well wnich (1) would require construction of a gathering line
extension in excess of one mile for each 1,000 M.C.F. of gas per day that
the well is capable of delivering hereunder against a pipeline working
pressure of 600 p.s.1.g. or (2) which nas less than one-half of the gas
preducivle therefrom under gas sales contract te Buyer.

Section 2. If, for any reason other than lack of governmental
approval or reports, any Subject Well is not connecied o Duyer'e nineline
vwithin the pericds specified in the toregoing Seciivu 1, thcn Scller may.
at its option, give Buyer writtien notice of such fact, and unless Buyer
shall cause the connection hereunder of such well within thirty(30) days
after Seller shall have given that notice, such well and the lands in the
drilling or proration unit upon which the same is locsted shall be released
from this contract.

Section 3. The gathering line to each Subject Well will) be connected
to Seller's delivery connection, or if Seller so elects to the cutlet side
of Seller's fileld separator serving that well. 3ale and purchase of gas
hereunder from each Subject Well will be commenced upon the connection of
that well to Buyer's pipeline.

Section 4. The peints of delivery of gas hereunder shall be the
iccopective wellhead points of connection between Seller's facilities and
those profided by Buyer, and gas shall be considered delivered to and
taken by Buyer at. such points. Séller shall be responsible for the safe
conduct sand handling of gas until it reaches the point of delivery here-

under at which point title to said gas as well as responsibility for the
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safe conduct and handling thereof shall pass to Buyer. £Each party hereto
shall maintain the facilities owned or operated by it in good, safe,
cfficient operating condition and repair.
III.
QUANTITY

Section 1. Effective as of the date of initial delivery hereunaer
and subject to the other provisions of this agreement, Seller aprees to
cell and deliver hereunder, and Buyer agrees to take and pay for, or
failing to take nevertheless to pay for, the entire interest of Seller
in an aggregate volume of gas which when averaged over each calendar year
will equal not less than the Daily Minimum Quantity hereinatfter specified
for that year as follows:

(a) For the remainder of the year 196k and all of the year
1065, the Daily idaimum Quantity shall be 2,000 M.C.F.
for each full 640-acre section of Subject iands.

(v) For the years 1966, 1967 and 1968, the Daily Minimum
Quantity shall be 3,000 M.C.F. for each full 6h0-acre
section of Subject lands.

(¢) For the year 1969 and subsequent years the Daily Minimum
Quantity shall be 1,000 M.C.F. for each 8,000,000 M.C.F.
of total ultimately recoverable natural gas reserves
available to Buyer and initially underlying Subject Iands
prior to commencement of deliveries hereunder,

(&) 1If any wells, otner ihan thosc ncw or hereafter completed
on Sections 17, 19,21 and 36 in Township 21 South, Range
23 Bast, Secticens 19, 21 and 32, Townsaip 21 South, Range
24 East, and Section 2, Township 22 South, Range 23 Zast, ove
connected to the pipeiine extension or gathering lines here-

. after constructed from e point of connection with Buyer's

presently existing pipeline system near Carlsbad, New
Mexico to points of connection with Subject Wells and such
connection 1ls not reguired by the New Mexico Common Purchaser
4dct (Art. 65-3-15 NMSA 1953), as amended, then, effective as
of the time of the first such well connection and until
December 31, 1968, the Daily Minimum Quantity stated in
Subsections (&) and (b) above will be increased by 500 M.C.F.

~f-
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for each Tull 6L0O-acre section of Subject lLands that has

a well completed thereon and capable of producing gas

from the Morrow formation.
provided, however, that for any period during which the aggregate delivery
capacity of gas from Subject Vells under stabilized conditions into Buyer's
pipeline against & wofking pressure of 600 p.s.i.g. be less than 150% of
the Daily Minimum Quantity, the Daily Minimum Quantity shall be reduceéd to
G5% oi such lower delivery capacity.

Section 2. In the event a well is initially connected, or if a well
ceases to produce to the end that gas is available for sale to Buyer here-
under for only a portion of a year, then Buyer's minimum purchase obvligation
attributable to such well for said year shall be effective for only thati
portion of the year during which said well was capable of producing gas
for sale hereunder. Seller shall furnish to Buyer st Buyer's request
all of Seller's individuai well data for purposes of establishing 4hc
delivery capacity of Subject Wells. All such data furnished to
Buyer shall be returned to Seller within forty-five(45) days after receipt
by Buyer. i

Section 3. Buyer's yearly purchase cbligation of éas hereunder shall
not exceed Seller's interest 1n the aggregate veolume avaiiable as reatricted
by allowables (if the Subject Wells ere prorated) assigned to Subject Wells
by the New Mexico 0il Conservation Commission or successor regulastory
authority; provided, however, that Buyer shall ncminate each year an aggre-
zate volume attributable to Subject Wells at least equal to Buyer's
minimum purchase obligation for such year. Whenever production of <as
from Subject Wells is regulated or prorated by the New Mexico 0il Conser-
vation Commission or any successor regulatory authority, Buyer shall have

been deemed to have compliéd in full witk its minimum purchase obligation
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if during each proration period Buyer takes sufficient volumes of gas here-
under that none of the allowable assigned to Subject Wells is cancelled for
underproduction; and in the event of any cancellation of essigned allowable
for underproduction, the payment for gas not in fact taken during any calendar
v . year shall not exceed payment for the interest of each Seller in the amount

| of allowable actually cancelled during that year because of underproduction.
Whenever allowable production is cancclied at the end of a proration balanecing
period that extends over portions of two calendar years, the amount of
allowable 50 cancelled will be allocated to and considered to have been
astuslty cancelled in each of such calendar years in the same proportion

that the number of months in the calendar year and within‘the proration
balancing period bears to the total number of months in such proration

balancing period.

Section 4. Any payment for gas not im Tact taken shall be made at
the weighted average pr{ée of ges actually vaken during the calendar year
in which such payment obligation ascerues. In each of two calendar years
subsequent to any calendar year in which Buyer shall have become obligated

f téfpgke & payment for gas not ic fact taken, all gas taken by Buyer in
exgé;s of tne minimum purchase obligation for each such subsequent year

1 §5£11 be considered "make-up" gas and shall be without chargé to Buyer
until such excess is equal to the amount of gar previcuslis £313& fur out
not in fact taken.

Section 5. At as early a day as is reasonably possitle after
October 1, 1968 and prior to Januéry 1, 1969, a determination of the total
ultimately recoverable natural gas reserves Iinitially underlying Subject

lands shall be made, and thereafter a redetermination of the total




ultimately recoverable raserves initially underlying Subject lands and
available to Buyer hereunder will be made when requested in written notice
given by either party to the other after expiration of at least two years
after the preceding determination or redetermination of such reserves. In
each determination of reserves the wellhead abandonment-pressure shall be
assumed to be 250 pounds per square inch gauge, and the volumes of gas
thereitolure pisauscd from the Suhiect Tands will be taken into consideration.
Any adjustment of Deily Minimum Quantity arising out of the original deter-
mination of total ultimately recoverable reserves will be effective on
January 1, 1969 and continue in effect until the next succeeding redetermi-
nation, and any adjustment of Daily Minimum Quentity arising out of a
redetermination of total ultimately recoverable reserves will be effective
on the date of request for the redetcrmination and continue in effect until
the next succeeding redetermination.

Section 6. In each instance when a determination or redetermination of
total ultimately recoverable reserves is required, Seller will deliver to
Buyer a statement of the total ultimately recoverable reserves underlying
Subject Lands on January 1, 1969 and available to Buyer hereunder, as esti-
mated by Seller and upon receipt of such estimate Buyer shall notiiy Seliler in
writing as to whether Buyer is in agreement with Selier's reserve determination.
If Buyer has any disagreement with Seller's estimate, Buyer and Seller will
discuss the difference of opinion in order to attempt a mutuslly agreeable
adjustment. If differences of opinion cannot be so adjusted, the deter-
mination or redetermination of total ultimately recoverable reserves will
be periormed by & competent and recognized independent reserve consultant

selected by Buyer and approved by Seller with the expense thereof to be
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borne one-half by Seller and one-half by Buyer, and the reserve estimate
of such consultant will be final and binding on both Seller and Buyer for
purposes of this contract. Should the parties fail {0 select an inde-
pendent reserve consultant within sixty(60) days after Buyer shall have
first proposed a particular consultant to Seller, then either Buyer or
Seller may request that the independent reserve consultant te appointed
by the then senior Judge of the United States District Court in and for
New Mexico, and the recoverable reserve determination of tne independent
reserve consultant so appointed will vbe Tinal and bindiag upon both Seller
and Buyer for purposes of this contract.

Section 7. Should Seller hereafter contract to furnish gas in sub~
stantial quantities for consumption in Eddy County, New Mexico, either
directly or indirectly through any firm or corporation owned or controlled
by such Seller or indirectly through any municipality engaged in the
distribution of natural gas, to any consumer then buying geas from Buyer
to the end that the quantity of gas thereafter purchased by such consumer
from Buyer is or will be reduced, tﬁen such party shall advise Buyer in
writing at least sixty(60) days prior to their commencement of deliveries
of the volumes that they propose to furnish pursuant to each such contract
and in such case Buyer shall have the right by giving such party notice in
writing to reduce the volumes of gas that Buyer 1s otherwise obligated to
take or pay for hereunder from such party by an amount equal to that
which Buyer's sales volumes to such consumer shall be reduced as a result
of such sales. Reductions in minimum volumes authorized vy this sectica
may be made effective at any time during the continuance of deliveries by
any party or parvies nérein namcd as Seller and may thereafter continue

in effect for such period as Buyer may elect, and the exerc¢ise or nonexercise
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by Buyer of rights available to it under this section shall not exhaust
or walve the right of Buyer to thereafter avail itselfl of the benefits
of this section. Reductions made in volumes required to be purchased by
Buyer from Seller under this agreement shall not also te made in minimum
volumes required to be purchased by Buyer from the same Seller under other
contracts containing like or similar provision.
Iv.
METERING

Section 1. Buyer, at its sole cost, risk and expense, shall install,

maintain and operate at each point of delivery hereunder a standard type

orifice meter or meters for measuring the volume of gas purchased by Buyer
al each separate point of delivery and Buyer shall cause said meters to be
»ead at least every eignt(8) days. The meters and other facilities so
installed at each point of delivery snall be constructed énd installed 1in
accordance with the specifications prescribed in Report No. 3 of the Gas
Measurement Committee of the American Gas Asscciation dated April, 1955,
and appendix thereto.

Section 2. Said meters and all meter readings and meter charts shall
be accessible at all reasonable times to inspection and examination by
Seller, but the calibratvion and adjustment of Buyer's meters shail be done
by Buyer.

Section 3. Said meters shall be calibrated at least once each thirty
(30) days by énd at the expense of Buyer, but in the presence of Seller's
representative. Buyer shall give Seller or its designated renresentative
notice of each such calibration test in sufficient time to enable Seller

t0 nave its represenitative present. If unon any such test the measuring
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equipment is found to be no more than two per cent (2%) erroncous in the
aggregate, previous readings of such equipment shall be considered correct

in computing the deliveries of gas hereunder, but such equipment shall be

adjusted at once to read accurately. If upon any test the measuring equip
ment shall be found to e inaccurate in the aggregate by an amount
exceeding two per cent (2%) at a reading corresponding to the average rate
of flow for the period since the last preceding test, then any previous
reading of such equipment shall be corrected to zero error for any period
vhich is known definitely or awiccd upon. but in case the period is not
known definitely or agreed upon, then for a period extending back one-half
(1/2) of the time elapsed since the date of the last test. If for any
reason any of the measuring equipment is out of service or out of repair,
50 that the volume of gas purchased cannot be ascertained or computed from
the reading thereof, the volume of gas purchased during the period such

equipment is out of repair shall be estimated and agreed upon by the

-}

parties hereto on the vasis of ithe vent data avallable, using the first
of the  llowing methods which is feasible:

(a) By using the registration of Seller's check meter,
if installed and accurately registering;

(b) By correcting the error in Buyer's mefer, i tne
percentage of error is ascertainable by calibration
test or matuematiocal ecalculation;

(¢} By estimating the volume of delivery, by using as &

basis the voluwes delivered during preceding periods
under similar conditions when the meter wes regisitering
accurately.

Section 4. Seller may install, maintain and overate upstream of
Buyer's measurement equipment such check measuring equipment as deeumed

appropriate; provided that each check meter and equipment shall be so
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installed as not to interfere with the operation of the meters to be
installed and maintained by Buyer at or near cach point of delivery

hereunder as provided in Section 1 of this Article IV.

. V.

&

p " UNITS OF VOLUME

}_ Section 1. The unit of volume for all purposes hereunder (except

for determination of heating value for purposes of Article X and Section
2 of Article VII) shall oe one{l) cubic foot at an absolute pressure of
fourteen and nine-tenths (1%.9) pounds per square inch at a temperature

of sixty (60) degrees Fahrenheit.

Section 2. The unit of volume for the determination of heating
value for purposes of Article X and Section 2 cf Articla VITI hereof shall

be the amount of gas, seturated with water vapor, which would occupy a

ot
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voiune of one(l) cubic foot at a temmerature of sixty
| Fahrenheit and under a pressure equivalent te thirty(30) inches of mercury
at thirty-tvo(32) degrees Fahrenheit.
\ VI.
MEASUREMENT
Section 1. All measurement of gas hereunder shall be in accordance
with the recommendations for measuring gas contained in Report No. 3 of
the Gas Measurement Committee of the American Gas Association, dated
April, 1955, including the appendix thereto, applied in an appropriate
manner, and correction shall be made for deviation from the Ideal Cas

lLaws. For measurement purposes hereunder an assumed atmospheric pressure

of thirteen and two-tenths(13.2) pounds per equere inch absolute shall be

utilized irrespective of any variation of the actual barometiric pressure




from such assumed pressure,

fj:_‘ , © Section 2, The temperature of tne gas flowing throvgh the meter or
R

,ﬁk ; v meters shall be determined by the use of a recording thermometer of standard

i: manufacture, installed, maintained, and operated by Buyer at its sole cost,

} . risk and expense so that 1t may properly record the temperature of the gas

flowing through Buyerfs meter or meters at the point of delivery. Tne

[‘ arithmetical average of the twenty-four{24) hour record, or of that portiocn
of the twenty-four(2h) hours during which gas was passing if gas had not
been passing during the entire period, from the recording thermométer shiall

be taken to be the gas temperature for the day and shall be used to make

proper corrections in volume computations.

Section 3. The specific gravity of the gas delivered hereunder shall
be determined by spot tests made with an instrument of standard manufacture
acceptable to the parties. The specific gravity of the gas delivered
hereunder shall be determined as Trequently as is found necessary in practice
to insure accurate measurement. Each test shall determine the specific
gravity to be used in computation for the measurement of natural gas
delivered until the next succeeding test.

Section 4. The gross heating value of the gas as determined for
purposes of Article X and Section 2 of Article VII hereof shall be determined
by means of some mutually acceptable method at such intervals as Buyer way eledi.

Section 5. The deviation of the gas from the Ideal Gas laws shall

be determined in asccordance with the recommendations of Committee Report

No. 3 of the American Gas Association dated April, 1955, includirg the

appendix thereto.




tests and determinations under this Article VI which are to be made with

i _ equipment owned or to be furnished by Buyer, but Buyer, prior to making

8

Ejt such vest or determination, snall mgive 3eller or their designated repre-

sentative notice of each such test or determination in sufficient time to
enable Seller to have their representative present.

Section 7. It is agreed that if by reason of valid law, order or
regulation, there shall be prescribed as to any gas delivered hereunder
any basis for measurement or computation of gas volumes differing from
that set forth abhove in Articles V and VI, then the applicable prices

set forth andfor provided for im Article VII shall forthwith be adjusted

and corrected to compensate for the change(s) thus effected in the basiz

of measurement or computation of volumes of gas delivered hereunder, it

g , : ' of measurement or computation of gas volumes shall affect in any way the

total price to be paid for volumes of gas delivered hereunder.

VII.
PRICE
Section 1. The price tc ke paid for gas delivered, or made available
up to the quantity specified in Article III herecf, for deiivery hereunder
measured as hereinvefore provided shall be, as follows:

(a) 15¢ per M.C.F. during the initial period ending on
November 14, 1969.

(v) 16¢ per M.C.F. during the next five-year period of
the term hereof. '

(e) 174 per M.C.F. during the next five-year period of
the term hereof.

{(d) 18¢ per M.C.F. during the next five-year pericd of the
term hereof.
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(e) 19¢ per M.C.F. during the remaining period of the
term hereof,

Section 2. For each M.C.F. of gas containing less than 1,000
B.T.U.'s per cubic foot {such B.T.U. content measured and determined in
accordance with Section 2, Article V hereof) the price per M.C.F. speci;
fied in the foregoing Section 1 shall be reduced to such amount as is
equal to0 the product of such price multiplied by a fraction, the numerator
of which shall te the B.T.U. content per cubic foot of such gas and the
denominetor of which shall be 1,000,

VIII.

£ PRICE qUALL exdh it
.

Sectiqp 1. Any other provision in this agreement to the contrary
notuiﬁhst*ﬁﬁing, if at eny time after the execution of this sgreement end
viille this agreement rewains im effect, Duyoy shall zucsuie o acntrant for
the  chase (1) at the wells, of gas which is produced in either Iea or
Eddy counties, New Mexico, or (2) at a central point on Buyer's pipeline
systém, high pressure, pipeline quality_gas which 1s produced in either
lea or BEddy counties, New Mexico, at a higher price (excluding for this
purpose Buyer's reimbursement, if any, of tax ccot to the other seller)
than is being paild to Seller hereunder(excluding for this purpose Buyer's
reimbursement, if any, of tax cost to Seller) ard Seller's gas is
delivered ﬁnder similar conditions, giving due consideration to differences
in contractuai requirements of quality, volume and pressure, then Buyer
shall pay such higher price to Seller for its.gas delivered hereunder so
lonig only as Buyer shall pay that higher price to such others. In

determining whether any higher price is being paid by Buyer for purposes

-16~
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of this Article VIII, the units of gas measurement shall be ccmputed to
the same pressure base and there shall be disresgarded (1) any excess or
premium amouﬁts paid or required to be paid on account of gas royalty or
overriding royalty or on account of liquefiable hydrocarbon content
specifically recognized, and (2) the price paid by the Buyer to Northern
Natural Gas Compan&, Transwestern Pipeline Company, El Paso Natural Ges
Company, or successors in interest to the pipeline system of any such
company, for pipeline gas delivered to Buyer. Upoa commencement by Buyer,
with requisite authorizaiion provided by Article XX hereof, of trans-
portation, sale or utiiization of gas from Subject Wells outside of tne
State of New Mexico, the provisions of +this Articie VIX
force or effect as to gas thereafter sold and delivered hereunder for so
long as the lawful rules and regulations of the Federal Power Commission
shall prohibit the filing, as rate schedules, of contracts containing
pricing provisions of that type or prokibit the granting of Certificates
of Public Convenience and Necessity authorizing sales under contracts
containing that type of pricing provision.

IX.

BILLINGS AND PAYMENTS

Section 1. On or vefore the tenth(10th) day of each calendar month
Buyer shall render a statement, by wire or letter, to Seller or its designated
representative giving the total volume of gas purchased hereunder during
the preceding c#lendar month. Payment in accordance with such statement
shall be mades by Buyer to Seller on or before the twenty-fifth(25th) day
of each calendar month. All statements, billings, and payments shall be

subject to correction of any errors contained therein until the expiration

T

-
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of one(l) year after rendition.

Section 2., When requested to do so by Seller, Buyer shall mail all
charts or microfilm(copies thercof to Seller or its designated repre-
sentative for checking as soon as is convenlently possible after computing
the volumes therefrom after which such charts or microfilm copies thereof
shall be returned to Buyer within forty-five(45) days of receipt by Seller
and kept on file by Buyer for the mutual use of Loth parties for a period
cf at least one{l) year.

Section 3. In the event any payment due hereunder shall be delinquent

and Buyer shall fail to make such payment after thirty(30) days' written
notice by Seller to Buyer of such delinguency sond by registered mall,

hereunder until a1l delinquent payments are made in full; provided,
however, that such right of suspension shall not apply pending setilement
of a bona fide dispute concerning the amount payable by Buyer if Buyer
shall have made timely payment of all amounts not in dispute; and provided,
further, that in the event any adverse claim is wmade against any gas
delivered hereunder, Buyer may retain without interest any sums accruing
with respect to the claimed interest until such claim or claims shall ve
finally adjudicated or settled or until Seller shall furnish to Buyer
adequate and satisfactory indemnity against all loss, liability, costs

or damage which Buyer may suffer or incur by reason of such claim.

© & period of tnirty{30) or more
consecutive days, Seller, in addition to any other right or rights

available to it, shall have the right to terminate this agreement at any

-18-~




time thereafter upon ten(10) days' advance written notice to Buyer sent

by fegistered mail, unless, prior to the expiration of such ten(10) day

period, all delinguent payments (to the extent not in bona fide dispute)
shall have been made by Buyer in full.

Section 4. Both Seller and Buyer shall have the right to examine,
at reasonable times, books, records, laboratory tests, and charts of the
other, to the extent necessary to verify the accuracy of any statement,
test, chart, or computation made under or pursuant to any of the provisions
of this agreement.

X.
QUALITY

Section 1. All gas delivéred hereunder shall be commercially free
from liquid substances and shall have a minimum gross heating value of
950 B.T.U. per cubic foot, and Buyer may, at its option, decline to accept
gas tendered for delivery that does not meet those requirements.

XI.
TAXES

Section 1. In addition to the price to be pald for gas delivered
hereunde:, Buyer agrees to pay 3eller in an amount equal io three-fourths
(3/hths) of any increased, additlonal or new production, severance,
gatherihg, processing, transmission, sales,delivery or similar taxes in
excess of or in addition to those in existence on the date hereof, which
are levied upon or atiributable to all or any porvion of such ges or the
value thereof, before delivery of‘such gas to Buyer. Buyer shall bear
and pay any and =211 ‘taxes levied on éuch gas after receiving delivery thereof.

Section 2. Payment to Seller for any such increased, additional or

~19~
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new taxes shall be made in conjunction with monthly settlements for gas
delivered hereunder. Buyer shall not be obligated to reimburse Seller
for any ad valorem taxes on properties or for income taxes nor to reim-
burce Seller for any tax or taxes which are based upon or measured by
the natural gasoline, other liquefied hydrocarbon content, or other
constituents separated from the gas before delivery to Buyer hereunder.

Section 3. Buyer shall ve entitled to reimbursement iruw 3331cr 2
the extent of any payments made by it to Seller pursuant to this Article
XI which may be subsequently refunded to Seller.

Section 4. Taxes applicable to any royalty, overriding royalty,
production payment or similar interest shall be considered to te covered
by the provisions of this Article XI only if the reimbursement made with
reanant theretn ia pasged on to the owner of such royaily, overriding
royalty, production payment or similar interest.

XIT.

DIRECT PAYMENT OF ROYAITIES AND TAXES

Section 1. 3eller, from time to time, upon request will furnish
to Buyer reasonable evidence of title, including abstracts and division
orders covering all interests in the gas, but no examination, reliance
or action of Buyer thereon or pursuant thereto shall alter or impair
Seller's warranty of title. Buyer may, without incurring any obvligation
to do so, deduct from the purchase price of gas hereunder any royalties,
overriding royalties and/or New Mexico state taxes due from sums owing
10 Seller and pay same Girectly to the person(s) aud/or authoritics

respectively entitled thereto, accounting to Seller only for the remminder.
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XIII.

WARRANTY OF TITLE

Section 1. All rentals, royalty, overriding royalty and production
payments, if any, due as the result of Seller's ownership or operation of
its leases or on account of the production, transportation, or processing
of gas btefore delivery tc¢ Buyer hereunder, or as a result of the sale of
gas by Seller to Buyer hereunder, shall be and remain the obligaticn of
Seller.

Qantion 2. 221107 CHpicosly warranvs 1ts title to and right to sell
all gas that may be delivered io Buyer under this agreement, and
Seller shall hold Buyer harmless from and against adverse claims thereon
or thereto.

XIv.

DISCONNECTION OF WELLS

Section 1. The gas to be delivered hereunder shail be delivered by
Seller into Puyer'’s lines against the pressure existing therein from time
to time at the point of delivery, which shall not be in excess of six
hundred (600) pounds per square inch gauge.

Sscticn 2, Duys: samii uui ve opligated to purchase any gas tendered
for delivery at a pressure of less than 500 p.s.i.g., and if Seller fails
to deliver gas hereunder at at least such pressure for a period of sixty
(60) or more consecutive days from any Subject Well, Buyer shall, thereupon
have the right and option, upon thirty(30) days' advance written notice to
Seller, to discontinue the purchase of gas from such well and to remove

and salvage the gathering line to such well and other related facilities.

=21~




Section 2. If Buyer shall, pursuant to the provisions of Section 2
above, discontinue the purchase of gas and disconnect gathering lines {rom
any Subject Well, either party heretc shalli have the further right at its
option to have the disconnected well released from this contract upon thirty
(30) days' advance written notice to the other party.

Section 4. Nothing contained in this Article XIV shall be construed
as requiring Seller or Buyer to increase, or to prevent 3eller or Buyer
from increasing, the natural pressure of gas deliverable hereunder by
instalilation of compression facilities or otherwise.

X,

RIGHT OF WAY

Section 1. Insofar as it may lawfully do so without impairing its
own similar rights, Seller hereby grants and assigns to Buyer an easement
and right of way on, over and across all the Suvject Lands (and any
adjoining lands in which Seller may have an oll and gas leasehold interest )
for Buyer's purposes of installing, constructing, maintai ning, repairing,
inspecting and removing, from time to time as Buyer deems neccssery,
pipelines, measuring equipment and any other facilities useful in the
perforuance or this agreement, together with the right of free ingress and
egress to and from sald lands for Buyer's persomnel and eguipment.

Section 2. All property installed or placed in or on said lands by
Buyer shall remain perscuoal property and shall be subject to removal by
Buyer during the term of this agreement and during & reasonable time after
termination or expiration hereof.

XvVI.

DURATION OF AGREEMENT

Section 1, This agreement shall be erfective as of the dste hereof

-20a.




and shall continue in force and effect for twenty(20) years from and after
the date hereof and as long thereafter as gas is produced or producible
from Subject lands.

XVII.

FORCE MAJEURE

Section 1. In the event that either party hereto is rendered unable,
wholly or in part, by force majeure or otner causes herein specified, to
carry out its obligetions under this agreement, other than Buyer's obli-~
gation to make payments of amounts due hereunder for gas delivered and
received, it is agreed tnat on such party's glving notice and reasonavly
full particulars of such forece msjecure in writing or by telegraph to the
other party within 8 reassonable time after the occurrence of the cause
relied on, then the obligations of the party giving such notice, so far
as they are affected by such force majeure or other causcs hereliu speciiied,
shall be suspended during the continuance of any inability so caused, but
for no longer period, and such cause shall so far as possible be remedied
with all reasonable dispatch.

Section 2. The term "force majeure" as employed herein shall mean
acts of God, strikes, lockouts or other industrial disturbances, acts of
the public enemy, wars, blockades, insurrections, riots, epidemics, land-~
slides, lightning, earthquakes, fifes, storms, floods, washouts, arrests,
and restraints of the Government, either federal cor state, civil or military,
civil disturbances, explosions, sabotage, maliciocus mischief, breakage or
accident to machirery cor lines ol pipe, freezing of wells or lines of pipe,
temporary failure of gas supply, inability of any party hereto to obtain
necessary materials, supplies or permits, due to existing or future rules,

regulations, orders, laws or proclamations of govemmental authorities

-23-
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this agreement for utilization outside of the State of New Mexico, or
if Seller complies with this undertaking and agreement, and Buyer is
willing and able to meet the terms of Seller's proposed contract with
such other party, then Seller and Buyer wili execute amendments and modifi-
cations of this agreement to incorporate therein the terms and conditions
that are to be met by Buyer and this agreement, as so amended, will bve
reinstated in full force and effect wiith Buyer thereafter authorized to
transport and sell gas then covered by this agreement for utilization
outside of New Mexico. If Seller fails to give Buyer notice of termination
+ithin the ninety-3ay period herein provided for, Seller shall be deemed
0 have waived the aforesaid righit of tcrminetion and o have agreed that
Buyer may trensport and sell gas delivered hereunder for utilization outl-
side the State of New Mexico.

XXI.

SUCCESSORS AND ASSIGNS

Section 1. This agreement shall bind and benefit the parties hereto
and their respective successors and assigns, provided that no assignment
by eilther party hereto shall be binding upon the other party until fur-
nished with written notice and true copy of such assignment.
XXIT.
NOTICES
Section 1. "Notices to be given hereunder unless otherwise designated
writing chall be deemed sufficiently given and served when deposited in
the United States mall, postage paid and registered, to the following
addresses; or to such other address as either party may respectively here-

after designate, except that settlement statements and payments for gas
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purchased and communications relating to routine accounting matters shall

be in accordance with Section 2 hereof.

o
CEys

To Seller -

vy
> > .

To Buyer - Southern Union Gas Company
Fidelity Union Tower
Dallas, Texas 75201
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Section 2. Routine communications including monthly statements and
payments shall be considered duly delivered when mailed, postage prepaid,
by either registered mail or ordinary first-class mail to the above
addresses or to such other address as may ve agreed upon by the partles
hereto for purpose of nperational convenience, and it shall be considered

sufficient for ssid routine communications, from Buyer to Seliler, to be

sent to the Operstor only, in the event therc are two Or wore 3elliers hereto.
XXTIII.
MISCELIANEOUS

Section 1. As to all matters of construction and interpretation,

this agreement shall be interpreted, construed and governed by the laws

Section 2. No modifications of the terms and nraviasions of +his
agreement shall be or become effective except pursuant to and upon the

due and mitual execution of an appropriate supplemental written contract

by the parties.

Section 3. No waiver by either party of any one or more defsults
by the other party in the performance of any provisions of this agreement
shall operate or be construed as a waiver of any future default or
defaults whether of a like or of a different character.

Section 4. It is agreed and understood that nothing in this agree-

ment or in any approval thereof ghall be construed as affecting any of the

relations of the United States and its lessee, particularly in matters of
gas waste, taking royalty in kind and the method of computing royalties due
vased on minimum valuation, and in accordance with the terms and provisions
of the oil and gas operating regulations amplicable 4o the lands coversd

by sald agreement.
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L, T Section 5. In the event there are two or more parties as Seller under
fi . this agreement, no notice of Seller's intention or desire to terminate this
agreement chall ve binding upon Buyer unless such notice shall have been
signed by all of the parties designated as Seller herein, or unless the one
of such persons not signing such notice shall theretofore have notified Buyer
that the other of such persons is authorized to give such notice on behalf of
the one not so signing.

XXIv.

COUNTERPART EXECUTION

Section 1. This agreement may bve executed in any numver of counter-
parts, no one of which need be executed by all parties, or may be ratified
or consented to by separate instrument,in writing specifically referring
hereto, and it shﬁil‘ﬁévﬁihding upon all parties who execute a ¢ounterpart
ratification or consent with the same force and effect as if all such
parties had executed or signed the same document, with each separate
counterpart, ratification or consent deemed t0 be an original,

IN WITNESS WHERECF, this agreeuent is executed all as of the day and

year first above written.

SELLER
ATTEST: SOUTHERN UNION GAS COMPANY
By
Assistant Secretary Vice President
BUYER
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STATZ OF

)
COUNTY OF 3

On this day of , 19, before me oppeared

» 10 we personally knowm, who, being by me duly

svorn, 4id say that he is the Prasident of

and that the goal affixed to the foregoing instrue-

zant 18 tha corporate ceal of said corporation and that said instruzaent .was
gigned and cealed in bohall of scid corporatioa by authority of its Board of

Diractors, and said acknowledged said instruzent to

e tho fres act and docd of said corporation.

IR WITtosse WHERZOP, I have sot my hand end seal of office on this
éay of , 19 . '
) liotary Public in and for. .
My Coxmisoisn Brpicesi
County,
STATS OF )
)
COWTY OF )
On thie aay of , 19 , berfore ma appeared

, to wo personclly lmown, who, baing by me duly

oworn, d1d ooy that ho 1o the Prosidont of

end taat tho ceal affixod to the foregoing instrusont

i %23 corporate scal of said corporation and that sald instrument was signed

end coalod in bohal? of sald corporation by authority of ite Board of Dirgctors,

and oaid acknovlodgod said instruzent to be the froe
cot cndl Zola of culd ecorporation,
IL§ UITIE2C \NISRN02, I have cot ny hand oud ceal of ofZica on thig

d.':;r of , 19 .

Ky Coouicoion Diupirest Wotary ublic ia and Zor

County,
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MR. PORYWER: The hearing willwgome to order,

please. e will take up next, Case Number 3237.

MR, DURREYTT: Hearing on motion of the Oil Con-

servation Commission to consider instituting gas prorationing
in the Indian Basin-Upper Pennsylvanian and Indian Basin-
New [dexico,

Morrow Gas Pools, Bddy County,

PORTER:

o
o
e
w
&

At this time I woul to call foi

appearancces in this case.

MR, DURRETT: If the Commission please, Jim Dur-

rett, appearing for the staff of the 0il Conservation

Commission. I will have an opening statement which I would

like to make at the end of appearances, with your permission,
" MR, NEWMAN: Xurt Newman, Midland, Texas--Mr.

Norman Baer, representing California 0Oil Company.

- MR, MORRIS: Mr. Commicsioner, Dick Morris of

Montgomery, Federici and andrews, 3anta Fe, New Mexico,

i
Sethn,

appearing for Southern Union Gas Company. Associated with me

in this case is Mr. John Dermott of the legal department of

Southern Union Gas Company, Texas, a memower of the
i X

Texas Bar.

MR. COUCH: Terrell Couch, Houston, Texas, rep-

<

resenting Marathon Oil Company. ir. Malone of Ross & Malone’

is associated with us in this case, and our appearances aore

on file_
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PAGE 3
©y MR. HUNKER: George H. Hunker, Jr., attorney, |
Roswell, New Mexico, represznting Monsanto Company.

., MR, SFERLING: J. E, Sperling, Albuquerque, of the
firm of Modrall, Seymour, Sperling, Roehl & Harris, represent-
ing John H. Gill of Dallas, Texas.

./ MR, SMITH: J. R, Smith, representing Pan American
Petroleum Corporation, Fort Worth, Texas. ocal counsel, I
would like to show oy the record, is Jim Sperling,

MR, EATON: Paul BEaton, attorney, Roswell, New
Mexico, of the firm of Hinkle, Bondurant & Christy, represent-
ing Robert N. Infield and Hadding Pelroleum Corporation
o~ MR, TOMLINSON: Phil Tomlinson, Atlantic Refining
Company, Roswell.

,’YNMR. CUNNINGHAM: M. Cunningham, representing
Sinclair 0il & Gas, Midland, Texas.

v MR, MUNDELL: Jack Mundell, roprecenting John H.
Trigg, Roswell.
MR. CARNES: John Carnes, reprzsenting Sun Oil

Company.

MR, WILLIAMS: C. D. Williams, representing Kerr-

McGee,
\’/ ‘
\MR. MORGAN: Charles Morgan, representing Ralph
"
Lowe.

MR. DURRETT: Mr. Chairman and members of the
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act 4
| - " Commission, as the call of this case¢ shows as the case was
' &
- § advertised, the staff of the Dil Conservation commission will
z
S
z present a case here today concerning ¢as prorationing—-the
2 Y
N - .
. g o instituting of gas prorationing in the Indian Basin-Upper
3 ;g
== 3} w . . . . -
’, . 3 ; Pennsylvanian and Indian Basin-MOrrow gas pools 1in Eddy County,
p 3 &
2z
a £ 3 New Mexico. We will present our case to consider limiting the
8
v
z =2 production to reasonable market demand and to the capacity of
& ; :
= 5 3 rhe gas transportation facilities.
i s 3
. z 3 L would like juct briefly to give you a resume Of
; :
« — g 2 the witnesses we will present, SO that you will have an idea
b : aD ped s
- ¢t oo 3 e . . . . .
g; g o of the line that our testimony will follow. The Commission
« T
: — U 4 : . : ~ . ; ; 4
‘ as o 8 will present Mr. Dick Stamets, who s & geologist with our Ar-
b ] | el o . . ' 1 . . .
< < 3 tesia office, 1O -estify concerning the geclogy of this area,
-2 et b b= .
- & = - - o
4 and we will introduce several geologyicar exinits thvoudh him.
"
Then we will call as 2 witness for the Commission, representa-
=
- tives of the various gas purchacexrs who have indicated they
-3
intend to purchase das in this pvocl, Or these pools. WE will
: call Mr. Jack Ramsey, who is with Natural Gas Pipcline Company
of America; Mr. Oren Hazeltine, who 1is with Southern Union,
- to testify concerning their company's plans in this area; and
we will also call as witnesses for the Commission representa-
ol
tives of the parties whc are anticipating construction of gas
-
plant facilities in this area. We will call as commission
e witnesses Mr. Ellis Wind, who is with Marathon, and Mr. Gordon
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Llewellyn, who reprcsents John Hill.

Anticipating somewhat the possible line the cross-
examination could follow, I would like to state at this time
that the Commission will attempt-to lijnit the--I should say thg
Commission staff, will attempt to limit the scope of the
cross—-examination to the direct examination, particularly
concerning these witnesses I have stated, who do not work for
the Commission but represent their home companies and wno bave
volunteered, at my request, to testify for the Commissidn, e
£ill in the Commission on the basic facts. We will then present
Mr. ELvis Utz, who is our gas engineer in the Santa Fe office,
and his testimony will be broken down into two parts. The
first part will be to consider instituting gac prerationing in
these two pools, and the second part of his testimony will
ggestions that have been made about assigning
allowables to unconnected wells. He will discuss the various
alternatives that have been suggested to the Commission.

With your permission I will call the witnesses
now, and have them SwoIi.

MR. PORTER: You may call your first witness, Mr;
Durrett.

MR. DURRETT: The Commission calls Mr. Dick Stamet

L¥23
L]

* * *

jbo)

. L., STAMZETS, the witness, having been duly
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sworn, was cxamined and testified as follows:
DIRECT BEXAMINATION

BY MR, DURRETT:

Q Mr. stamets, will you please for the record state
your name and position,
A R. L., Stamets, geclogist with the 0il Conservation

Commission in Artesia, New Mexico.

Q Mr. Stamets, are you familiar with the geological
characteristics of the Indian Basin field in Eddy County, New
Mexico?

A Yes, sir,

0 And have vou made a geological study of this area

in the verv recent past, at my request?

A T~ ad v

A Yoo, sSir,

Q How many gas pools arc in this field, Mr. Stamets?
A Th

nexe are two defined yas Gols and cne gas pool

which is not currently named by the Commission.

o How are Thosc poclc decignated--hy what name?

A The Indian Rasin-Upper Pennsylvanian gas pool and
the Indian Basin-MOrrow gds wool,

Q Could you tell us the exact date, if vou know it,

and if you don't, approximately when the pools were discovered
and created by the Commission?

A I don't have that information with me. Iit’s a

matter of Commission record.
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 but we havy

Q Has itybeen two or three years, or something like
that?

A Within the last two or three years.

Q Not real recently?

A Comme ce, comme ca., It's relatively recent in my

tenure with the Commission. It might ke considered a long timg
if you're fiquring on paying out a well.

o Now, Mr., Stamets, you have some exhibits, I believd

A Yes, sir, I do. I have three exhibits which I havd

prepared fully; four which I have participated somewhat in.

MR, ‘DURRETT: I don't mean to interrupt the witness

o

I8V L

L& copies,. and the Commission has £W§76¥”£ﬁree.
We have them on the board, but I will pass these out and maybe
you can kind of group together. ‘jould voun pleass, while 1I'm
passing out this exhibit, Mr. Stamets, refer to Exhibhit 1 ang
state for the record what that purports to be.

A I'd like to point out at this time that there are
certain figures on all tiahree of the first exhibits which will
be the same, and I'd like (v discuss those first. All three
of these are prepared on a base map of the Indian Basin area
that show all wells drilling or drilled to the Pennsylvanian
or deeper, I have excluded all surrounding wells, The well

symbols identify the status of the wells., These, along with

other information, will be found at the legend just to the

-~
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\ copies——and indicatc the particular features you think should

bottom, to the rigﬂguggﬁgénter.

Q you're talking about exhibits 1, 2 and 3 at this
time?

A Yes, SiY¥e Unless otherwise noted, all singly

completed wells are Upper PennsyLvanian~—there are no Morrow

n

ingles: and all dual completions are Upper. renn and Moxrrowe.

3]

xhibit 1 1s @ contouy map of the top of the pennsy Lvanian

o
H

as it is referred tO in this PoS L, +he Upper pennsy Lvanian;

—

using the Penn top as shown in the example in the lower left-
hang corner of the mape. The sub-sea datum for my peak of the
penn top 1s indicated near cach well. This map shows an east-

northeast plunging nose witis TET aggociated hiahs, plus one
additional high Located slightly to the north and west. These

areas 1 feel probably yesult from spne structure as well as

£vom growth of the reef which forms the Upper pennsy lvanian

reservoir. Also in a gashed blue line are currsnt norizontal
1imits of the Indian Basin-Upper pennsy Lvanian gas pool.
Q the dotted 1lines are rhe current horizontal limits
A vyes, Sire. 1 believe rhat covers she salient point
on this exnibit.

Q please approach the exhibit I have taped up here--

1 think that probably might help some, since 1 don't nave

e pointed out to the Commission concerning the structure of

I \

-




-
ract O
- " £his fornation .
z
Q
s - % IS pThis 1S rhe east—northeast plunging nose toO wukch
- i z
- o
LI - v
- ¥ I referrede qhere 18 2@ gefinite high located here- currently
b <)
. L=
p - - > )
3 F 1 don't have well 1ocations on this well.
;2
= .
4 S i Q Wwhat section are you referring to?
e 3 A gection 4, 22 south, 23 Bast. However. the scout
(] % gz
g E reports which I have seen on this well have picked rhe Penid=
CRE S
R 3 w L
2 g \ sylvanian rop here: and it is @ relatively good markexr heree.
. : 2 \
Q - L3 z - A . -
{ s z % also 1 have heard yeports fyom people in the field. This 15 \
S l
’ . . - s "
g ¢ a high well in the Uprper Penns lvanian. The second nigo featule
e P z &
i > % % \
o — = o - o
) E; 3 : is 1ocated in gection 31, 21-24. 1 naven't closed in< contour |
[=]
4 [} . : .
- A 2;; z g around £his Well——some people have, put 1 have feft it more or\
= e [v] = H
- i z -
[ — o g \. L )
NI~ H \ jess as 2 ~onnected high, so ° gpeak. The cnird higb 18 \
- o
r - b 3
- % - . . ~a o At .
" Located 1n Scctlon 19, 21-4-- 1 feecl thes hign probablyrls \

noxre related to gtruckture than the other twoO.
i \ Q Will you please pass on to wxhibit 2, which is on
o the wall, and stais sor the record what that is.
A i have 2 few additional copies of those here tOO. \

if someone would 1ike to have One. These are extras. Exnipit |

2 is an isopach wap °or ™ estimate of gross feet of dolomite

in the Upper penn reef gection. This 1s contoured on & 100-

foot rhickness interval. 1 say “estimate“ pecause 1 gién't

nhave cores or samples ro work with: however, checking around

with yarious field personnel, 1 got their opinion on now pest

- - —
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to do this, ang I nsed that method. 1t is estimated from the

well logs which Wwe had available in our office, which is prac-
tically every well--the only ones W€ did not have logs on, You
will note, are in Section 4-22-24 and 32-21-24, Vie daid have a

well log on this well, but the full Penn section wasn't pene-

trated, so 1 3dig not put a figure there f£or that well.
1
Q what are the pertinent things hhis exhibit shows,
|
Mr. Stamets?
A I believe that this isopach tends to indicate the

pool limits. As you will notice, there are no Upper Prenn

- inside the lOOffoot contour, Or
outside. All wells located in this area have been dfy holeéw
in the Upper pPenn section. Therefore 1 feel the productive
limits will lie petween the 100-fcot and 200-foot contour
lines.

Q What are the orange markings on the map?

A The orange markings on the map surround sections
which I feel will more than likely be proauctive as the pool
develops.

Q and this is based on information which you have at
this time, is that correct?

A That is correct.

Q Do you see any particular structural trend here

‘ which you feel you should comment on in any way?

//




-
| -
| , race Ll
PR - " [ A Oh, just that this porosity development seems to
[ - 8
. & follow the base reef development, would be the size of it.
o= - é
4 - .
[ - - z Q Do I understand coxrectly that this is a gross feed
S
i 3 : >
P i of dolomite isopach, and not necessarily a gross pay?
-
4 g 2 A That is correct.
{ - z
: & g ] Do you fcel that this would give you a fairly good
A s &
g & E
: S indication of gross pay?
i § o ; :
: . s 3 A No, I would say it would be only a reiative thing.
g o g
. . % 0 Relative?
@ '(‘1 ’ E {
; . .
< = £ A Yes, sir,
- >
e iy G 2 i - L] » : r 'Y
B _ * as e Q Do you feel you could get some indication from thig
# = s - o
: s @ g A That's right. In gencral-—-from the logs which are
= i :
= Z § run in the Upper Penn section it's rather difficult to get the
-3 & = . . . . . .
_ porosity figures. You get indications of porosity, but most
E
b of the time thev don't give you exact figures,
. Q Do you consider this to be a conservative project-
ot ion?
‘%
i A Yes, sir.
" Q Do you feel you have been conservative in making
3
. your estimate here?
: A Right.
£
Q Am I correct that you are not indicating that any-
4 .~ - . - .- . - :
one that drills outside the orange& 1limit iz going to get a dry
- nole?
(. ]
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form of a bench. Also in the dashed blue line I have indicated

Lﬁing the Morrow?

race L2
A  No, sir. — ]
Q All right. Please pass to Number 3, and please
state for the record what Exhibit 3 is.
A Exhibit 3 is a contour map on the top of the MOrrow

1ime here. I have picked the top of the Morrow lime as shown in

the example in the lower left-hand corner of the map. The
sub-sea datum 4 of the MNorrow top is indicated near each well.
The map shows the Morrow lime dipping to the east and south-
cast at a rate of about 225 feet per mile. This is interrupted

by an area of shallower dips in the center which takes the

the current horizontai limits of the Indian Basin-Morrow gas
pool and, as on the previous map, the orange line indicates
the estimated area where MOrrow gas will likely be found.

Q You projected this on this contour map, contoured
on top of the Morrow lime?

A That is correct. I have looked at this with the
jdea that the area between minus 4900 feet and minus 5400 feet
will likely be a good area for exploration in the Morrow, but
the deep continuous nature of the sands precludes reasonable
extension of the pool limits beyond those I have shown on the

map.

'y
o)

n
A2 4 - -

Y7 1
we dent't have

isovach or dross pay map concern-
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A That's correct,
Q Please state to the Commission why you dig not
Prepare such a plan or map,

A I feel each individual sand would have to pe worke

up in this area, There are vVery few wells which are--which Vo

Q The orange, again, is Your projecteqd limits?
A Yes, sir,
Q And you're not stating that if You drill outsige

Projection,

Q Were é&xhibits 1, 2 ang 3 bPrepared by you or under
your Supervision?

A Yes, sir, they'were.

MR, DURRETT If the Commission Please, move the

introduction 2f these Three eXhipits, That conclugdes my direc
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| - ract 14
| | T o '”"“"}f”‘“"””’“”“"”""”'“'EW”_"_"""' e
= " examinatson of Mre. stamets .
6
. & MR . PORTER: Ts thexe any objection tO the admiss-
b . - é
o é jon of the exhibits? The exhibits will be admitted. Does
B N
4 5
& z anyone have & vestion of pY . stamets?
Fy Y a
[¢]
s ¥
Zz x
t " § = CROSS ~EXAMINATION
g 2
T 2 BY MR. SMITH:
[ E g
i . =1
¢ 2 2 o} ¥ have & question 1 might ask Mre. stamets. pirect
FRE
- ¥ : . Y . : e
b 503 ing your attention to Exhibit 2. 1 notice 1D the 100-foot \
g g ‘
j . E 1 rnarker which cuts t©O section 28, down at the pottom——-3doc YOu |
Cx’ :a E .
L4 5 T *
4 8 \ follow me?
] S [od - |
= = 3
a> 9 4 A ves, Sir.
) £g= 34 «
; . ey t g \ Q --Tit comes across aiagonally through, going to the
= : % |
N \ cast? .
R = E a \
P A ves, sir. |
4
8 \
g * c Through sections 14 and acxoss fhe bottom of sectign
. 12, and cuttind across the corner of section 77

= A ves, Sire.
Q For what reason did you eliminate section 12 from
this'area?

A As ouXx attoxrney questioned me on that point, Wwe

were being conservative in this estimate.

Q In otheXx words, it’s just a guess as far as you're

———
m—

concerned--you would have no objection ro putting section 12

. into the syroductive iimits?
-

\ * I S /"/J

e

R Y i
- IeA ]
r
]
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- A If a well was drilled on Section 12 and a gas well
was accomplished dhere, I certainly would have no objection.
- b
S Q Getting back to your original testimony, Yyou have
+ -
- - s . . . . s
;ﬂ no objection to admitting this Lo jnclude Section 12 within
= . .
% your own boundarles? .
A My recommengation on that point is--was made up
Ly
some time ago, and 1 do not wish to change mwy recommendation.
- N )

L S}

I would not object i £ someone else would recommend Sectlioil 1e

R R

Iy

£o be put in, but T don't believe T will recommend that it be

r

dearnley-meier =7

put in.
Q Tsn't it your testimony that you consider anything

petween 100 and 200 feet to be reasonably proven to be product-

ive, based upon the evidence you have hrefore you? wasn't that

1120 SIMMS BLDG. @ P. O. BOX 1092 ® PHONE 243-6691 @ ALBUQUERQUE, NEW MEX1CO

a Let's see how I would say .nat, exactly--

Y . -

Q Well, perhaps youid like tO nave the reportaer read

"

7 it pack to you. Will you find that and read it back?

A I pelieve I said--at least I intended to say the

cut-off point lay between 100 and 200. I did not say exactly

f your testimony? I
! A

where I felt it would be. "

Q According to that testimony you could eliminate
.
Section ll, by reason of that nose that cuts up in Section 37
- A Tt's possible, but I chose not to.
s Q Actually you made an arbitrary selection, by
o
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reason of this orange line, and you had no actual evidentiary

pasis, except beiny conservative, to fix it the way you did,
did you?
A I don't know that that's exactly a fair statement.

in my opinion, I included Section 1l and I jintend to leave it

there.

1
Q in your examination, is all of this work--was all \
your examination of core analyses and logs, OX gid you get it \
|
A As I stated to begin with, we do not have cores
and do not have samples. This is information which is reflectgd
in files of the Commission qnd from the logs which we have

available in our office.

Q Did you actually do the work yourself?

A Yes, sife

Q Or was it done under your supervision?

A It was done by me at the request of the Santca Fe

office of the Commission.

MR, SMITH: That®s alle
MR. PORTER: Mrx. Morris?

MR, MORRIS:

e ———————

Q When you were discussing Exnibit 2 and the featurej
shown on that exhibit, was it your statement that the porosity

in this area L[OL11oWs +the reef nortions of the structure?

o J
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A Tended to.
Q There 1is greater porosity in the areas wherxe there
is greater reef thickness?
A There is dgreater porosity where there is greater
dolomite development in the reef area,
Q Have you attempted to make any computations

concexrning the reserves in this pool, or reserves under the

particular tracts in this pool?

A No, sir, I have not. -
Q Concerning Exhibit "3, Mr. Stamets, you stated that
vou had insufficient evidence from which i »repsre an isopach

of the HMorrow lime. Are you convinced t
common source of supply?

A NGO, 3ire. — Well now, let me take tnat back. Let
me say that there are discontinuous sands in the Indian Basin-

Morrow gas pool. I wouldn't be one hundred percent prepared

to say that they were not connected in some way, shape or

"form, but I feel 1like an adequate analysis of the Indian Basin+

Morrow pool would take an individual analysis of each individud
sand member on its own.

Q You could not state as your opinion that the sands
in this area comprise one common source of supply, is that
correct?

A I could not.

11
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\ Ramsey.

MR, PORTER: Does anyone else have a guestion of

Mr. Stamets? «e. He may be excused. Call your next witness,

—

Mr. Durxette.
(The witness thercupon wWas excused and withdrew

fyom the stand.)

MR. DURR®

JACK

duly sworn, was examined and test¥

BY MR. DURRETT:

Q Mr. Ramsey, please state your namg

are employed and in what capacity, for the

<

A Jack Ramsey, with Natural Gas iiveline Company of

America. 1 am superintendent of production oper~ions.

Q Where are you located?
A Amarillo.
Q Mr. Ramsey, are you familiar with Natural Gas

pipeline's plans concerning the Indian Basin field in Bday
County, New Mexico, and the purchase of gas from this area?

A ves, sir.

Q Would you please state to the commission the numbej

-
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of wells thaL you antic:? pate will be connected to your system
when it is ready to go.

A vell, we're going to puy gas from the plant. ie'rs

not going to actually connect the wells; they're going to be

gathered and brought to the plant. Right now twenty wells are
drilled within the contract area. seven of these wells are
dual. I would say it's a reasonal Lo ecctimate that therxe will
be somewhere between forty and fifty wells compireted on the J
acreage comnitted to Natural when it is fully develcped—-that‘
just an estimate. \

Q Now, br. Ramsey. if yon would please direct your
attention to this Exhibit 4, which is designated as an area
map. Can you See€ chat from wnere yoOu are?

A YESa

Q Jould you please state whether or not this map
indicates the acreage +nat you will pe committed to; and let
me state for purposes of this guestion that this map has been
prepared to indicate the acreage that Southern Union actually
—--the cross-hatched acreage 1is Southern Union. Can you state
whether or not that correctly portrays the acreage as commit-
ted to your system?

A That's the general area, yes. 1 have a 1ittle map

here which shows the 73-section contract area that lies all \

in Eddy County, in Range 22 and 21 south, and 23 and 24 East,

.

-



serrmnn

i

oy

i

S
as
| ==
Sormma
o
ao
hy =

K“

2

is

i .

¥

H
I

-meler e

DEPOSITIONS, REARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONYENTIONS

SPECIALIZING IN:

1120 SIMMS BLDG. & P, O. BOX 1092 ® PHONE 242-6651 ¢ ALBUQUERQUE. NEW MEXICO

PAGE 20

of iddy Coﬁnty.

Q This is your contractual area?

A That's right. This is the exhibit onh our contract
with the Indian Basin producer.

Q Could you approach the area map we have here as
Dxhibit 4. Let me give ycu a colored pencil, and would vyou
please color or draw on there the area, in some manner, so
we can identify it.

A Well, let's see. I've got two different deals
here now. 21, 20, goingy down to 19; going over here to 12,
What is that--13?

and then gocing up here. And then it comes

up here., And what i= that--3is &hat 127 JBack down o 13, and

it goes out over here to--what is that? Can you read that?
-~15, and down to 16. There it is.
Q vhy don't yvou make a wiggling mark of some type

50 we can be sure of seeing it.

A I don't know whether you can follow that or not--
I hope so.
Q You have indicated with a red pencil on this area

map marked Exhibit 4, the area you will be contracting in?
MR. PORTER: Would you stand over here, please,
and take the peointer and outline for the people in +the audience

the contract area,
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A (Ina;bgglhg)

Q How much acreage is that, if you have this infor-
mation available?

A There's 39,481 acres within that area I outlined,
dedicated to Natural Gas and Pipeline Company.

Q Please indicate to the Commission the number of
wells you have contracced for or are going to contract for
that you know about, in split connection?

A To the best of our kncwledge there are now four
completed wells in this area--that is, within Naturel's coun-
tract area, where there is a dedication to a2nother pipeline.
These wells are located in Section 19, 21 South, 23 LRast.

e have 53% of that acreage dedicated to Natural. The well in
Section 20, 21 South, 23 East--87%% of the acreade in that
section is dedicated to Natural., 3JSection 19, 21 3outh, 24
Bast--69% in that section is under contract to Natural.
Section 3L, 21 South, 24 Zast--125%% is under dedication to
Natural,

Q Please refer to Exhibit 4 once again, and on these
variocus sections--you're speaking of acreage?

A That's correct.

Q I realize the audience can't see it from that
distance, but please indicate on therxe the percentage, by

writing with a red pencil on each section the percentage
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committed to your company; and as you do so, maybe you could

read it off again.

A 53% in Section 19, 21 South, 23 Bast. In Section
20, 21 South, 23 ¥ast, 874%%. 1In Section 19, 21 South, 24
Bast, we show that we have 6C% under contract to Natural; and
thie next one is section 3l--we have 1215%.

Q Thank you. As far as uxhibit 4 goes, would I be
safe in assuming that any other figures that appear on this
Exhibit other than the ones you wrote with with red pencil,
your company would not agree wiith?

A Well, according to our records this is what we
have, as shown by exhibits to each of the contracts., 350 if
there's anything any different, I wouldn't know how they
arrive at it; but everybody can make a mistake; but this is

what our records show that we have under contract.

Q As you have marked with red pencil on Exhibit 472
A Right.
Q Would you just very briefly state to the Commiss-

ion the basic provisions in your gas purchase contracts you

are executing,

A Within that contract area?

Q Yes.

A Well, under the contract provisions, the first
year MNatural will He cbliigated to take 100 miliion cubic Teet
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Then after the

fiyst year our take will be one million a day for each cight

pillion of recoveraple gas rescrvese.

The present contracc

provides the normal quality sPecifications, and otner items-—-

the price is sixteen cents, adjusted for BTU.

of other provisions,

—-=the takes and tne

There's a lot
put I think those are the pertinent ones

pPrice.

Q po you have with you a gas purchase contract we \

could intrcduce here as an example of the type you are using?

A 1 tell you what--when W& came down here We brought

a contract, put it was an executed contract with one of the \

!

jndependent pProduceis, ca T tore tne first page of f the conir ct .

I dién't mingd it having our name on it, but I gidn't want the

othex party's on it,
the execution page.
you the contract OT

all the provisions,

to give you @ contract with someone else's name oOn it.

Q With the exception of the first and last pages,

and 1 tore the last page otf, which is
1 =ertainly have no quarrel apout giving
mailing you one of our blank ones, witn

put I just dian't feel 1 was authorized Lwﬁ

we would have 2 pretty good igea of what your contracts are,

from this?

A Yes, and +he first and last pages don't mean too

much--the execution

pag

e--the nhereases

page 4O€s; I was thinking of the first

"
L 4

//_____,_,——J
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(Exhibit 4A thereupon marked, - ’

MR, DURRETT: Is this &xhibit marked 4A which I

hand you, that contract, less the front and back pages we ‘'ve
veen discussing?

A Right,

o Pleasc also fill us in just on the basic Provision
Of the swab agreement or trade-out agreement with Trans-Wester
and give us a little background on that,

A The background I think everybody is familiar with./
Trans-Western has filed a SO0~called competitive application to[
ours, [

Q That's with the FPC?

A With the FpC, right; so therefore while we are
continuing to fight the matter out before the FPC as to who
has the right to take 9as out of the Indian Basin area ang
other gas facilities bought from the State of New Mexico., e
are entering into a temporary agreement with Trans-wWestern
Pipeline for the €xchange of up to 130 millinn TuBic I[ecet of
gas per day. *he gas which ¥Ou see in this Indian Basin area,
Natural will build a 1line from that area to Trans-Western
Pipeline, some thirty miles, still in Eday County, New Mexico,
We will deliver that gas along with some gas up in Russville
County, the Biuett area. That gas will 90 into the Pranc- ]

Western system without too much to do. The agreement is for

—_—

, |
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- terms something like this, after certificates have been issued

by the Commission and have been accepted and facilities have

. g
been studied--then it will continue on a day-to-day basis untiﬁ
- - . . .
such time as matters now pending before the PPC are determined|
“ And the agreement is, of course, a matter of public record,
and we have made it available to a lot of people already, bul
the agreement provides in part that we will pay Trans-Western
* ".- -2 - 1 ~ . :
: a fee for performing this servi-ca, The Fee, 1f anybody is
P 4 - o
- interested, I think is 2.4 cents plus--do you want to take

agoing CO cnarge us?  It's $59,u00

million cubic feet.

Q bo you have a copy of
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could leave with us as an exhibit?

A Yes, sir. This is executed by Trans-Western and
Natural; and I won't tear the kack page off that one.

Q flouid you just hand that to the reporter, --- I
hand you what the reporter has markcd Sxnibit 4B, and ask you
if this is a copy of tne agreement vou were just talking about
with Trans-Western,

A Yes, sir,

©

Will you please state to the Commission your

~

gate of connection.

anti

«l')
"3
1
¢t
)
[¢}

el

Decembex 1, 1965.
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Q ana what will be your

A well, during the first year,

minute o, 100 million gas per day, and

acy
o

during the first year, 10% to the

o the CiscO.
gentleman called it the Upper Penn, but we

cisco. Now, after the first year it

basis of one

of recoverable gas resexve.

anticipated take from each

Morrow foxrmation,

will pe sLLkColy

26

PAGE

as 1 menticned a

that will he divided

and 90%

1 call it the Cisco; T believe the OLhay

refer to it

~n the \
|

million per day for each eight pillion cubic feet

O AS Foxr your anticipated connection date, that's
what you project at this moment——December 1st, I believe you
stated?

A That's right. !
Q And that would depend upon getting approval of the

Trans-Western exchange with the FPC, and I

otherxr factors?

suppose several

A That's right--there are other matters.

Q put that is the date your comp

at this time?

A ves, sir.
Q what would be your market for
A our market is primarily the

area.

e have other areas in lowa and Ne

e

any

gas Zfrom each pool?

Chicago metropolitan

e
Ay

but orin-

]

o~
1 ao

o
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cipally our market is in the Chicago metropolitan area.

0 Is your company anticipating that this market
would increase in thce near future?

A It has been increasing each year, auad we hope it
can continue to go so. I don't have the figures on it but I
would be happy to supply the Corunission or anybody else with
the growth we have experienced in the Chicago metropolitan
area. I don't have those figures with me but I would be
happy to furnish that if desired.

Q That would be a gradual growth?

A Yes, year-—-to-year growth, as to the increasing
amount of gas supplied by our pipeline to the growing market-—-
ves, Sir.

MR, DURRETT: I believe that's all I have of Mr.

Ramsey on direct, I would move the introduction of Exhibits

4A and 4B.

MR. PORTER: Is there any objection to the admiss-

1on of the exhibits? ... They will be admitted into the record
Does anyone have any questions of Mr., Ramsey?

CROSS ~EXAMINATION

BY MR, SMITH:

Q Mr. Ramsey, isn't there a minimum taker pay obliga

tion in the contract?

A You bet.




o,

-

dearnley-meier =7

DEPOSITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

i
0
z
~
b
p-3
o
el

BO'( 1092 @ PHONE :143.6691 ® ALBUQUERQUE, NiW MEXICO

1120 SIMMS BLOG. @ P. O.

race 28

]

A phe winimum taker pay is 100 million & day for

Q what are its terms?

the first year, that we have to take or pay for.

Q Oone hundred million a day for cach well?

A No--I'm talking about per day, for the entire

contract area.

0 uUndex the contract provisions what are the minimuar
taker provisions for eaclhi well--for each producer?
A This 100 miilion will e distributed to each of
the wells in the pcol. They will get their pro rata part of
the 100 million a day.

Q How many wells do you anticipate will be connected

on the lst of Decemnbexr?

a I dgon't know. You'll have to ask the producers

who driil them.

Q You testified--

A There's twenty completed now that are dual, and
when the field is fully developed we think there will be forty
to fifty on our contract area.

Q Have you projected as to December lst as to how
many wells you think may pe completed -at that time?

A No, sir.

Q Based on twenty wells and 100 million a day, how

much gas would you Dbe taking from each well?
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i T e Ve e}
m A riwve million & day from each welle.
g o) rpat's right, as of | pDecember? Is this contract
- :
i £ with the producers activated or will it be activated on 1
[+}
) v
4 % pecember, RY reason of this trade-out arrangement with Trans-
s g
z = !
" g % wWestern?
5 &
=4 z
T % A Yes.
i : £
Iy = . - - -
4 g Q Sso that the producers will be adgequately protecte
. § < '
i w2 . . . . s
¢ . < 3 \ on 1 Decerxbker On the basis of the minlimum taker provision. ox
EPE % H \ actual takes? ‘
. w T
- ¢ & '
§ g | A 1 don't undexrstand the question. \
S e g
M @ = % |
i E; S % Q In your opinion, don't you think there 1S a’zquatJ
.« o o L . ]
ey z g contractual provision for protection of the producer by reaso
= % 3 -
% = § H of your guarantee to pay them for produced OY actual takes as
L, o> 2 o8 |
= % 2 | of i pecember?
- » A I'm nhaving a little bit of trouple--1'm SOXry~==
understandind the particular guestion. Are you saying that
k
come December 1st when we start taking gas~-0on necember lst
-d ’
under the contract provision the producer is going to pe paid
.- \ certain amounts of money-—that's true.

Q Is there & recoupment clause in your lease contra
whereby if you pay for more gas than is taken, YOu can make 1
up at a later dace?

A Yes.

- Q Over what period of time does the recoupment

___///
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extend?

A Five years, I believe. some of them are the life
of the contract, I believe; some of them are for five years.
I don't have all the contracts here; I don't know.

MR. PORTER: Does anyone else have a question of
the witness?

BY MR. MORRIS:

Q Mr. Ramsey, is it a provision of the contract that
each producer must deliver into your pipeline at 1,000 pcunds

pressure?

A Each one?

Q Yes,

A The producer from the plant? Is that your
guestion?

Q --Must deliver into the pipeline at 1,000 pounds

pressure?

A I believe most contracts say that, yes, sir.

Q HAas 1,000 pounds pressure been used by your com-
pany in calculating the abandonment pr2ssure for purposes of
reserves?

A I couldn't tell you one thing about that--I'm
sorry--I know nothing about how they calculate reserves,

Q Under the terms of your contract are you obligated

to take the allowables that are assigned to the wells by this
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A No, sir.

Q Under your contract do you gudraniee to nominate
any particular awmount of gas?

A Consistent with the terms of the contract, yes,

sir. In other words, each contract quantity is from one to
eight. We will noninate consistent with the terms of the
contract.

0] There would be nothing to prevent you from nomi-

nating more than that amount?

A In the contract?
Q Yes, sir.
A I wouldn't think there would be, in any particulan

cne month, Or just any time.

Q over any period of time?
A I think soO.
o If you wanted to take more gas you could set up

youxr nominations, right?
A Set them up?
Q Yes--increase your nominations to reflect your
projection of your current market demand?
A f would think that would be true.
Mr. MORRIS: If rhe Commission please, I have

other questions of this witness, but in order to cooperate
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with Mr. burrett's original suggestion that we ggéugo beyond

the scope of direct examination, may I ask that Mr. Rawsey
e made availavle later on in this hearing after the conclus-
ion of the Commission's case, at which time we would wish to
call him as an adverse witness,

MR. DURRETT: I have no objection to that pro-
cedure., I'm sure Mr. Ramsey will take the stand as an adversg
witness,

MR. RAMSEY:

I just wondered--have I got any

MR . COTICH. Terrell Conch from Marathon . I Aonte

wish to be understood as concurring in any commitment that
this man can be called as an adverse witness, by Southern
Unioﬁ or anyone else, I»think it would depend upon the natursg
of the testimony they souéht from him and the position they
had before this Commission, as purchasexr or otherwise; and
I'm not going to concur here--in fact, I would request that
the Commission rot make a commitment of that sort, other than
that Mr. Ramsey will be available in town.

MR, SMITH: May I suggest also that the use of
the term "adverse witness" might not be what you're looking
for. I think probably as far as Mr. Morris is concerned, he

wonld hesitate £to o311 2 ctran

oY D Dk
S<r o W

by his testimony.




p—

il bk

! Sap—

"

ER
oo

-Meler

as>
=
| S
<
(=%}
=1

DEPOSITIONS, HEAIUNGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

SPECIALIZING MM

11120 SIMMS BLDG. ® P, O. BOX 1092 ® PHONE 243.449) ¢ ALBUQUERGUE, NEW MEXICO

PAGE 33

MR, RAMSEY: Angd I don't know if I want him

asking me guescions.

MR, SpITH: May I sugyest to the Commission, sincd
we don't have infilexible rules, that he may be called as a
witness without the person who calls him being bound by his
testimony.

T o~ ]

ROV T Y . .
MUK g 1

5 Cross that bridge when

AN TTTIATATY rayt
NN Vb ANIYALN o

we get to it, if we get to it. Mr. Rams.y, 1'd.like to see
if I can clarify your answer to the guestion Mr. sSmith asked
you with regard to the effective date of your contract. You
said that as of December lst you were obligated with your
contractling paritlies elillg:r LW commence Lhe caninyg ol yas or
comnence payment for it, under the terms of the contract?

A Nc, sir, What I meant to say in answer to his
gquestion, and I hcpe I did, was that come December lst and as
Trans-Western starts taking--we move das from Indian Basin to

Trans-Western, then our contracts are placed into effect andg

we are bhound by the terms of th

1D

minimum take or pay, and all the other provisions,.

Q But the question of whether Trans-Western begins
to take at that time, of course, depends upon the action of
the Federal Power Commission?

A Yes, sir, it does, Are we going to resclve this

other thing? I was thinking about going hone.
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drainage, to purchase such gas hereunder, in addition to the
quantities herein provided."
A Yes, sir.

Q Is that the customary provision in all your

A I wouldn't say all of them, but it's a customary
provision. I wouldn't say it's in all of them.

0 You said that your zocmpany is vaying seventeen

Q Is 7 -at prica at?

processing plant;”

a At the .

R T O

Q This pricé ié sﬁbje;;:to Federal Power Commission
approval?

A Yes, sir.

Q You're not assured of that beinyg approved, are
you?

A What?

Q The sixteen cents per million cubic feet?

A I'm not really sure of anytuir~; As far as the

price is concerned,

recent acition of the Commission, e think it's a reasonable

-~more than a reasonable chance that it will be approved, yes,

. ».million cubic foot for this gas?

race 35

[t

Ty

iyie wellhead or tailgate of the

we think it will be approved, based upon
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Q Likewise, all of the escalation provisions of the
contract will be subject to future FPC approval?

A Yes, sir.

Q Mr. Ramsey, if you were purchasing gas at the
wellhead and after mechanical separation, would you still be
willing to pay sixteen cents per MCF for this gas?

A I don't know-~we just look at any deal oftered to
us at the time. It may be worth Lwslve cente or seventeen
cents, or worth something else. I couldn't speculate on what
the gas would be worth until we got interested in a piece of
gas and tried to buy it.

0] Does your comnan

v have any monetary interest in

Iz

the gathering facilitisz to he constructed in this area, ox
the construction of the gas gathering or gas processing
facilities?

A You're talking about Indian Basin--do we have an
interest in the gathering system to be constructed by the
prcducer, and the plant to be constructed? Only that we hope

it will be built--we don't have any moneétary intewast in

1
2

t.
Q Mr. Ramsey, it will come up a little bit later,

I‘m sure, in this hearing, whether the Commission is going to

assign allowables to wells that are now shut-in; and in that

connection I weuld like o ask vou, as a pipeline company, as
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to whether it really affects youfmﬁzojectidﬁs of the gas you |

are going to take from this pool, as to whether the Commission
grants that relief or not.
A Would you read that question back.
MR. DURRETT: If the Commission please, the ques-
tion goes outside the scope of direct examination--goes

ouzside the scove of the case, a

o~ LD~ <
r O 4.

ay &as wnat is in the record
now.

GOVERNOR CAMPBELL: What is the purpose of this
line of questioning?

MR. MORRIS: The purpose of this line of question-

inc
ing

, Mr, Chairman., is to show that regardless of whatu action

the Commission takes upon this particular point, the purchaser#s
market demand--reasonable market demand is something that's
going to be existent from month to month, and from six months
to six months, independent of how the Commission assigns
allowables; and if this purchaser wants to help out the
producers that are connected to its line, it can merely, when
the time comes and the connection is made, increase its market

—_

demand ox its nominations of market demand, and take as much
gas as they are able to take; and the problem that is before
the Commission with respect to assigning allowables to un-

connected wells is largely rendered moot, due to the manner

inn wihilich the producers operate. The producers have a limited

|




—
s 4

&

o

s e

~ e

[
)

o«
T
(5=
ad
by —]

DEf‘OS(TlO“S; HEARINGS, STATE MENTS, EX®ERT TESTIMONY, DAILY COPY, CONVENTIONS

4 -meier -

srtcmuzm:')’m

1120 SIMMS BLDG. ® I'. O, BOX 1092 ® PHONE 243.4¢91 ¢ ALLUGUERQUE, NEW MEXICO

PAGE 38

marketAéemandgugaau%ﬁé§7re goiﬂéwégrtﬁifiii itVWﬁéﬁnthe time
comes, and that's goiny to be reflected i1n the nowminations &
make to the Commission, or can be; and that is the purpose of
this line of questioning,

MR, DURRETT: If the Commissioner please, 1 renew

of his own--I'm sure he is representing a gas company or two
today--and establish what will or will not be done by his
witness, so he can be bound by the testimony of his witness.

This is outside the scope of the direct examination,

MR, MORRIS. Tf T might make one further obser-
vation-~what's going to happen on down the line is very much
a question of wihiat this particular purchaser is going to do;
how this particular purchaser intends to nominate, how this
particular purchaser can handle the problems of its own pro-

ducers. I realize this is going beyond the scope of direct

examination, but I'm just trying to cover some of the areas

I can cover them satisfactorily with any other witness.
GOVERNOR CAMPBELL: You have the contractual pro-
visions here; you have the provisions of this contract. I

can see where you can examnine him on the subject matter in

¢t

hevond

(“J
O
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=
o
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my objection to the line of gquesticning, and state that if Mr,

Morris wants to establish these facts he should call & witness

now that I would like to cover with Mr. Ramsey. I don't think

vond that it seems to me you're definitely

|
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outside the scope of he ’;;a;;\i;{;{t‘io;ig;{é'"{:'né";a;s;;;?'Jé the
hearing, it seems to me, at this point in time.

MR. MORRIG: 1 would agree with you, My . Chairman-
this line of questioning is a little pit ahead of the statemen
of the problems that's going to come later, through Mr. Engle.
I'm just trying to handle Mr. Ramsey at this time without

| having bto recall hime.

RS

GOVERNOR CAMPBELL: Would yOu read the question to
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L 2, 1 the witness, please. \
s 1
. = REPORTER: vguestion. Mr . Ramsey. it will come up\
P a>
* E; g a little bit latexr- I'm sure, in this nearing, whether the
o

\ commission ig going to assign allowables to wells that axe now

shut-in; and in tha£ connection I would like to ask you, 2as @
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pipeline company, as to whether it really affects your Pro~

&

jections of the gas you are going to take from this pool, as
to whether the commi ssion grants that relief OX not."
¢ GOVERNOR CAMPBELL: Can you answer the question?

MR, RAMSEY: 1'11 see if I can--that's a pretty

long question, put maybe I can answer. our projection is that
we're going to take 100 million & day,‘starting with the first

1
year of operations. That's the jpinimum obliqation——we're

going toO take or pay for that, and then after that it goes ©On

the basis of reserves, one million a dgay for each eight bill-

don't even know wnat the reserves

ion cubic feet Of gas. I
1 - , N “ﬂ“_,—_,_.___ﬂ___—__—___.____-_J
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will be, so I have made no projections as to that--if that

answers the guestion,
GOVERNOR CAMPBELL: You say you intend to comply
with the contractual obligation?
A You bet,

MPBELL: Does that answer your gues-

MR. MORRIS: Yes; and coupled with your earlier
answer, you're not bound or limited to that amount--you could
nominate-~

A Overrun the contract. I think I stated we had the
right in that contract, yes, sir-~-that's a part of the con-
tract.

MR, MORRIS: I think that's all the guestions I
have.

MR. PORTER: Anyone else?

MR. SPERLING: I am J. E. Sperling. I'd like to
ask, Mr. Ramsey--you stated you anticipate being able to take
gas by Deceunber 1, 19657

A Yes, sir.

Q Would you explain to us the status of your com-
pany's application before the Federal Power Commission, both
with relation t5 Trans-ivestern'’s contract and with relation

to your application tco instsll faciltities or take gas from
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e S ey
= - i this pool.
' ¢
$ A I'm no lawyer, but I'll try tc. We filed an
« 3
< * 3 application to build this land on the Permian Basin; it's set
! " S
~-. 2 o . . . s i
: : < for hearing in May, and it's a consolidated procedure which
[o]
x @
z b
bR g = involves Trans-Western, et al, so that will go forward from
. 5 %
v z
= g that point. As to the temporary arrangement to haul gas througyh
Y * &
. N >
’ 2 § Tra s-Western facilities by us building a line from the Indian
. FRE
N § § Basin to Trans-Western, some thirty-eight miles, we have made
¥ T z g application with the FPC. That was made a couple weeks ago--
- < b4
= i 2
. - g g I gon't have the date, and 'l'rans-westcrn has also filed their
* a3 x '
g; § S part of this deal, so that they have to have a certificate
a N
-4 ' . .
. o= % og and we do too, so those matters are before the Commission, if
® Q =
—_ ¢ £
. = 5 3 :
= I 0z that answers your question.
., @ § =
I — | & = . . .
) Q In other words, you are making the prediction that
3 o the FPC will have you fully certificated as of December Ist,

without having an assurance that you will be?

A We are projecting to run gas out of the field on

December lst, yes.

- Q But the guestion was, voun're malking the piradiciiun
. without having any idea when action might be taken by the FPC
: on the application?
- |
A We made a projection that we will be certificated
R N
D to run gas out of the Indian Basin by December lst, so that
- wvould include the acticon required,
Bl
—r
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0  I'Ll put it another way. Is the Federal Power |
Coﬁmission committed to December 1, 19657 -
A I don't kXnow that they are comnitted to anything.
Q Is Trans-vWestern opposing what we'll call the main
application of your company?
A The Permian Basin extends past the building of the
250 miles of line from the point up around 3tinnet, Texas to
a2 peint in the Indian Bagin, yes, sir. —
]
2ut they are supporiing you in the temporary I
irhey have filed their application, yes, sir.
Q_< Is the opposition based upon duplication of their
yfééi@%ﬁ'& ~what yoﬁigg;iCct in the main case?
A It's quii~ Eggctﬁy, their application is, and
I would say their opposi;ion is to the building of that portion
of the line, 4
Q As a duplication of an existing facility?
A No, it wouldn't be a duplication, Ours is not a
duplication, nu, sirc.
Q What is the status of your company's certification |
insofar as vyour market arcea is concerned? -
A It's all in this hearing that will be started, as
I think I said, May the 25th. I think the hearing has becn
sét for that date, so it's all in there.
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| e —— R . i
! - 2 Q But the expandlng markct you sooke of earller——
g that is, your servicing of Lnat market, is also dependent
M ' H upon future certification by the FPC?
l”‘ ?
F - . 3 A [et's have that one again.
' ' = 9
- ing i
- E: ; GOVERNOR CAMPB&LL: He's asking if you need to
§ g get autchority both to recelive gas from the producing field and
- 5 0w
v o . - -
T 2 | puy it, and to sell it at the other ena.
i RN ‘
IR 0% | A I think you'd have to ask a lawyer. I don't think
s s g -
- e = 3 ! this last temporary arrangement 15 contingent upon any narket
; A -
- Z g certification, but I may be wrong apout that. i
; E; S 3 \ MR. SPERLING: Is it your understanding that the
_5 %
. as R producex contract you restified concerning would become ef-
@ T % & o '
T S fective in the event of certification, uponr & temporary basis?
as o g
. = % =
A Yes.
— Q What do you mnmean by ntemporary"”
b A I think it's styled "temporary agreement’ '—-1 may

- be wrong .—-~The agreement is styled "Agreement for Temporary
>;~xchande of Gas."
Q For what period of time do you anticipate that
this would be in effect?

A It will start when we have got certification.

The term of it 1S, it goes from day to day and terminates-—-

well, let's state it this way: It will go from day to day

antil matters pending pefore the compission are determnined.
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Those m&ttefgﬂﬁéﬁéing are oufmappliéation énd ﬁﬂat of Tranc-
iwestern, which are filed, and the two docket numbers I don't
remember offhand.

Q And poth are to be heard in Mav?

A I don't know about the last one. We just filed
the last one a week or so ago--the temporary agreement was
just filed a couple weeks ags. I don‘t think any action has
been taken; I'm not aware cf ii,

Q Are you making a prediction, as you have made
insofar as the December lst date is concerned--are you making
a prediction as to when action might be taken on the temporary
certification? You have guessed as to the December date--are
you guessing as to a date on the other one?

A I can’t give you any date.

Q Do you anticipate that it would he befcrc Decembeg
1, 1%65, or afterx?

A It could be. I just don't know.

Q Is it your best judgment that it would be before
December 1, 19657

A I would like to make no predictions beyond what
we said as far as running gas.

Q You have chosen to make a prediction as to one
contract, and chosen not to make a prediction as to the other

one?
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A
follow F
Q
A
day .
Q

I just don't naveé

that information. 1 don't

[V

pCc mattexrs that close.

You don't?

Not every day. no. 1 don‘t follow it from day to

’

What is the obligation of your producers presently

under contract, insofar as those contracts are concerned

After December 1, 1965 are they bound‘by those contracts

the €V

A

Q

a

Q

A

ent you are not taking 4as at that time?

pDecenmbex 1st?
Yes.

are they pound by the contract?

Yes.

Are they pound DY pecember 2na--would that b

you're saying?

Q

-~
Pd
.

in
S

e what

What I'm asking is if you are not certificated by

pecenbeY 1, 1965, are your present producer contracts effect-

ive

jnscfar as those producers are concerned?

A

tract.

YesS.
They are not subject to cancellation?
They nave cancellation rights in them, YeS.

sfhere may be the date, Decenbex 15, in your

uld you refer to the contract.

1f I can £ind it. -

- e

con- .
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PAGE 4'0
‘ - - 0 The provision to which I am referring is found in
| . b 4
‘ = 2
} z -
v varagraph 3.
-
P . .
FAERRS 3 A Yes, sir.
. S
S - z .
-~ : X Q Would you read that.
5 ; §
) g § A "Anything to the contrary in this contract not-
- £ 3 withstanding, should the above referred to certificate
- .. &
“ E 2 authorizations of Pipeline and Seller be not issued and accept
- L ; :
8§ withiun twelve months from the date on which the aforesaid ap-
N g g
L. - . . - . - . .
-~ - S lications for such authorizations were filed, either part
3 p Y
g — g g ‘hereto may, on thirty days'! written notice Lo ths other nartvy,
5 = e :é :
E s g; 2 5 given prior to the issuance and acceptance cf such author-
K, o .
~ ' P . )
i z,‘ 5 8 izations, cancel and terminate this contract.” So I helieve
o —— b 2
. = %% L .
N o < Z we filed on Dagember 1lth, and within thirty days there can
- - -
" = 5 = ) . o . N
- be this cancellation provision as stated in paragrapn 3.
MR, PORTER: Does that conclude your questioning?
MR. SPERLING: Yes,
GOVERNOR CAMPBELL: %What happens to your exchange

agreement in the cvent your application is denied? You say
the temporary exchange agreement is binding until such time as
a decision is reached by the Federal Power Commission?

A Yes, sir.

GOVERNOR CAMPRELL: What 1is the situation in the

event the Federal Power Commission decides the case adversely

to you, and denies you authority to contract the longer
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pipelineg-

A Trans-western I presume would be allowed to haul

this gas under their competing application, which are the two
applications referred to.

GOVERNOR CAMPBELL: They have likewise sought

auvthority, in addition to objecting toc your obtaining approval

of the application?

i

Yes, they have filed such an application, and they

want to haul this gas for us,

i

MR, PORTER: Are therc

¢

any other questions of this
witness? ... He may be excused.
(The witness thereupon was excused and

withdrew from the stand.)

MR, DURRETT: The Commuission will c&ll Mr. Oren
Hazeltine.

OREN HAZELTINE, the witness, having
peen duly sworn, was‘éxéﬁined and testified as follows:

DIRECT EXAMINATION

BY MR, DURRETT:

Q Will you please state for the record vour name,
by whom you are employed and in what capacity, and where you
are located.

A My name is Oren Hazeltine; I work for Southern
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Union Gas Company as manager of gas—;E§§{§f' I am located in
Dallas.
Q Mr. Hazeltine, Southern Union intends to pu-:chase

gas from the pools we have been discussing here today, is that

true?

A Yes, sir.

o) And how many wells do you think will be connected
to Southern Union?

A Initially we intend to connect four, two of which
are dual, and ultimately there will undoubtedly be others; but

initially there will be four wells.

Q And then you anticipate additional wells in the
future?

A Yes.

Q Would you please approach BExhibit 4 which we have

up here on the board, which is designated "Area Map," and
state 1f the hashered area marked in there is the acreage that
is committed to Southern Union at this time.

A You have drawn in on this thing some legal sub-
Givisions, and 1 have committed to memory the legal subpdivis-—
ions. I can testify to the interest in each section, which
ought to be adequate.

Q I think that will be sufficient.

A All right--let me get some notes,
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0 Wﬁile you're goinyg that, MT . azeltine, will you

here will be able tO follow you.
A Yes, Sir. Beginning over here in section 19 of

21 south, 23 Basi, Our understanding is that we have 100% to

[de]

payout, ang after payout we will have either 25% OX 50%.,
depending on what heppens to the forced pooliny thing you

L

continued this morning:; put We understand we will have 100%

« 7492 » PHONE 243-6691 @ ALBUQUERQUE. NEW MEX)

CommiSagan‘to compulsori Ly pocl that acreage?

A 1 saw it on the docket.
| 0] Fine. wiill you continue.
A Now then, in section 20 of Tavmship 21 south,

23 Tast, 1 believe W€ have 25.6% Of this until payout, and

12.8% after payout.

Q 1s there & figure on rhat map for that acreage?
A Yes, he nhas 37%. That corresponad sretty close

to what T think we haves.
Q Are you speaking of the figure Mr. Ramsey wrote?

A Yes.

————

—_—

~lease call out the section you're pointing to, so the people

o)

z until payoff, and then W& «i11 drop toO the range of 25% Or 50%&
B <

LN w i

3 x {

— g \ o Let e interrupt < moment. This acreage you are |

o]

as @ l

. a— @ 3 . .

g; e 5 speaklny of, is that in section 197 \
= s \
=reey 2 N PR -~ e “ _

=s ;g 1 yaN Yes——-19 nf 21 Soulily 23 Bast. |
= i 2 | ‘ |
- = | Q And an application is now pending wefore the

a> Y < i

- 5 =

i ——
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0 Do you corrcspond with him on the first section
there, 197
A Well, 1f he's talking in terms of before this

forced pooling is settled--if he's talking in terms of 53%

of that entire section--according to my figures it's roughly
a quartef of the section. Then you have here in Section 19,
21 South, 24 Bast--I think we've got 40 to 45%,. around ithat,
of that, Now, he has 69% there, Until division orders are
signed we don‘*t really know. Onoo Jivision orders are signed,

as far as we're concerned those would be the title.

Q Let me hand you a green pencil., Please mark on

f
-
v
3

Exhibit 4 vou retation or your company's standpoint

2
{
'
)

of bhow much is committed to your company.

A I'1l mark "100% UPQO"-~that's until payout, in 3ect
19 of 21-23, and then 25 or 50% after payout, and that's
pretty close, in Section 20. Let's call it--that's Township
21, 23--1'4 say 25% until payout and 13% after payout. 1In
3ection 19 c¢f 21-24 I think we'wve got 40 to 45% here. 1In
Section 31 of 21-24 we've dot in the neighborhood of 80 to
85%, which, judging from Mr. Ramsey's numbexr, leaves maybe
7%% not contracted. Again, I don't really know until we get
division orders. And in addition to that, we have some con-
tracted interest in Section 17, 21 South, 23 East. Our

interest there does nct become available until after payout,

Fon
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so we have zerxo pexcent until after payout, and after payout

\ 1T think we will have around 25% of section 17, 21 south, 23
Epast.
Q 1Is there a well there now?
A Yes.
Q 30 that's another split connection, SO to speak?

]
n I hope not. \
I

Q 1t will be split after payout only?
A Again, 1 hope not. Je do not nave 2 split con-
nection there yet, and I nhope we never gel oneé. H
Q Ang you uave marked ;our company 's interest in

the acreage as far as acreage goes, On £his Exhibit 4, with a
green pencil?

A Yes;

Q Now, as far as the hashered area goes, being
sections, quarter—sections, et cetera, you don't necessarily !
know that this is the particular acreage, but the percentage
igs what you're testifying to?

A That's correct. 1 don'‘t nave the contracts with
me to check the exact subdivisions.

Q Do vou have an area you are contracting in,
similar to what !Mr. Ramsey restified to?

A No, sir. vje're just contracting in the productive

area. \

P ey “
1 1T~ 0 ]
T e A
|
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Q You don't have any linits, neceséafily, that you

can present to us?

A No, sir.

e Could you please state to the Commission the basic
provigsions of your conitracts with {he producexr.

A First of all, the two most important things from

the producer's standpoint are guaranteed take--we guarantee
to take during 1965 two million per day for each full 640
acres. That is netted down in the case of these partial
contract coverages. For the years 1966 and 1967, which is an
eicght daily minimum, it would be three million per day foxr
each 640 acres, and at that time we go on a one tc eight
basis, one million per day for each eight billion recoverable

reserves avalillable to us.

Q That is after what date?

A December 31, 1968.

Q Basically that is what your contractual provisions
are?

A 1 forgot what I was going to tell you. The price

we pay is fifteen cenis at wellhead on metered volumes, Ve
have one-cent escalation each five years; the first escalation
is November 15, 1969. We have a guality provision which is

typical for wellhead purchases, in that it doesn't have to

be pipeline quality--let me see if I can £find that here:

o




MR. DURRETT. I ask that this be marked Commissionls
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\ PAGE 53
| e — ““““‘"‘“”‘“i‘*“‘f"j"”"““““*““‘“*“"”“’“‘*“”“‘““—“‘1
o " "Shall be commercially free from liguidg substances ang have '
; 5
- = - . - > . .
- g 4 minimum gross heating value of 950 British Thermal Unijtsg
- . - H
’ r per cubic foot,*
S
- > . . .
e X 0] Is that which You have in ¥Your hand an example of
© > g
k4 »
. : % the type of contract you have been executing?
< E 5 I
4 -~ z
s £y A Yes . I
- s @
" o w £ 1
F g 3 | Q Could vou leave that with us as an exhibit? l
— (VS| é f J
bl 5 0% | A Yes. I might add that it's hard :o say where to
C ;3 '
Uy s - PR . . o I
- : z g Stop on basic contract Provisions, but deliveriec ara Lo e
38 |
- ¥ =g made at pressures not to exceed son Cxr 650~-1I forqget which one]
- Z 3 i
t — v . o Tl oV Y [ P - 3
To@™ 9 2 got into that eontract—--pPsIG; ana here's 2 favoieg nations
=== [=] a
. . o ,
; a ° I3 Clause in the contract, I think that's basically what's in
¢ ] -
—_ e 2
= 2% £ a
= i =z .
g g g /

Exhibit 4c, Now, Mr. Hazelitine, what is southern Union'tg

~~~~~ =]

anticipated date of connection in this fiela?

) The pipeline is under construction. I think 45

Q

oY
g

)

mavbe 60.

G From now? |
A From now,
Y

X

And you Say you have starteg on construction of

the pipeline?

pa Yes, sir.

Q

How far have YOou progressed?
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Not very far. The actual dirt moving operation is

underway now, but of course all tne yight-of-wa and surve
Y Y

r_,,
|

work was pack of that, so physically the pipe 1is purchased,

0

'~

\ has keen wrapped, and we are waiting on the contractor now to

sot the ditch open.

Ané the 45 to 60 days——tnat would be your carliest

anticipated day. is itnac correct?

| A

Q
A

ipitially.

Ang your magket now will be an intra-state narket

vhat will be your anticipated take from each pool?
wWe will anticipate around téen million a day

and that will propably 9° on up to around twenty

over the next two OT rhree-year period. These takes 1 gave

you out of the contract are from the CiscoO or Upper Penn. In

addition toO that, we have agreed to take five hundred perlday

out of the MOYXYOwW, where the pMoxrow is completed.

Q

A

That 18, «nhere the wells are gualed?

Yes .

Five hundrea out of the Morrow i.n those wells?
Yes.

and you think your take as tar as your gemand

when you originally connect and start producing, would be

- e

-

|
|
|

e s

|
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ten million a day? -

A I think that's the figure we've been using., I
think that's about right.

Q Can you state, if the Commission does decide to
proprate this pool, that you anticipate that that would be
your nominacion Lor the Iirst oLt

A Our nominations will be precisely what we expect
to Lake. Based upcn my gucceing now that we take ften, then
we would nominate ten.

Q Where is your market?

A This gas goes into Lea and #ddy Counties, and up
in Chavez County.

Q Ang that is an area you are presently not servicH
ing now?

A Oh yes, this is an existing market area for us.

Q Do you feel you do have a demand for an additionsd
ten million in that area?

A We have some short-term gas that could be cut

off on sixty days' notice. i/e have some high-pressure gas

we can get out from under, and we have some declining wells.

e are not short of gas. e served last heating season

without Indian Hills--this is just part of our continual

of buyin eet our present-day need and

practice

future need. e didn't suddenly develop any load that re-

11
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guired us to rush to Indian Hills and buy that gas.

Q This is not necessarily a new market?

A No.

Q And you anticipate twenty within two years?

A Yes.

O And that would be a gradual incline as far as your

company projections?

!
"

es.

MR, DURRETT: IXIf the Commission pliease, (0dl wilil

conclude my direct examination of »r. Hazeltine, and I would

move the introduction of Exhibit 4 and Exhibit 4C at thi
MR, PORTER: Are there any objections to the

admission? They will be admitted.

CROSS ~EXAMINATION

BY MR, PORTER:

Q You say your estimated initial take will be about
ten million per day?

A Yes, sir.

Q Also you expect to take two million per day from
each full 5640 acres?

A Yes.

¢ Héw many full 640's do you have at present, adding
all these fractions?

A Around 2% net 640's, in both the Cisco--
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A yes, sir.

Q Then your initial take, in oxder to reach ten

million, would have to exceed two illion per day for tne 640

rl"”ﬁc'),"m"}l;c‘;‘&{” ;2
\
|
|

A vie will rake some Moryow gas along with this.
That ten million a day will include Morrow 4as, sc % think
there will B¢ about a million a qaay out of the MOYYOW.

o; Ang then you would have about five million fyom
one source and one million from another. Wherc ie the rest
comind from?

a We are not limited toO CihiaL +OWT miiiion & C2YW.
i€ the producer cendcys it

MR. PORTER: ALL rignt. Are there any otherl
questions?

MR, COUCH: you nave given us come percentade
figures. and to try to get clear in my mind, are those per-
centages of acreaye in the sections Yyou have given up there,
cn your Exhibit 472

A Yes, those are percentages of the particular
sections wWe Are referring tO.

Q Percentages of.acreage in the sections that are
committed to your company ?

A No, pesrcentages of the section. The section is

the drilling and prorating and spacing unit, and sowme seller

/

—
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Q

ontract chat offers £he

fexred LO subdivisions that

drilling unit.
ge of that 6490

percentagc

A Yes .

Q

Ox are yecu

from the well?

p2S wthen you're Lalxing

T im
-

guestion in &
pefore payout

was a carried

m not sure what would be the prec

- Cr O

-~
N s

tthat I'm ralkin

acres.

ir in

terc

of the 640 acres?

talking of

as we do after payout.

working 1in

people who are non-carried working

to sell gas from that

Q vYour percentage

of gas reduced f£fro

~ = :

has a right to rake?

A That might be 2 more

that's righte.

Q Would that appl

certain percent O

A No,

the producer ha

sir.

m that,

acreage.

since you

£ the current produ

we have rendered a con

s

interest have ha

It simply means

where we have twics oo
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ast Iin a section to

ihute to that par-

g apout here is the

percentage of production

ove and after payout

terest not undexr C

ise answer to your

mnoh aas available

ontract tdO us,

figures relate tO

there
and

a the right

the percentage

understand yow

y on current product

precise way of stating it:

|
|
|

H

jon--that is, QA

s offered toO sell his interest in the

ction of the well?

rract to buy and

gas

-
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available jip that wnit, It has no reference to current pro-

duction,
Q What does it have reference to?
A Basically, his share of the reéserves in Place,
Q But you Say it's not related to current Production>?
/ A Not Necessarily. f
} 0 =% AL YOur intent f£rgp sSome of these Sections where
]

Q I was just asking wirzther that bercentage figure
You had given means you woulg burchase within the limits of
your contract, that bPercentage of the current allowable of the
well, if ji¢ wWere prorateg?

A That's the Problem of the Producer, ag to what he
is going to tender us, He's got to Yeach a decisioﬁ a8 to how
to stay in balance with his CO-owner--that'sg his Problem. we

have offereg to come to the well ang buy his share of that gas,

A There are certain contract obligations on his part,
also on our bPart, witn respect to when it is to be made avajl-

able or to e taken.

Q You stateg YOou had a duaranteed take ip Your corn-
—_— l
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tract;ﬂwDbéé»thatvﬂé;é a reciprocal provision of take or pay,
or does it have an absolute take obligation?

A it's a take or pay.

Q How long do you expect to nomninate ten million a
day from these two pools, once you start?

A It's hard for me to say exactly. I would say we
will prowably start out in the area of ten a day, and within

f twenty

three years we will propably be in the area o

o

Do you have any estimate as to when you would
increase above the ten, starting from the date you first began

R v

taking gas?

2 It would be preiiy hard, I would say the next
heating season we would gdo up. At least during the heating

season. Whether or not we would continue would depend on a

lot of things.

cr

Q Is it possible tha

you would be nominating as

much as twenty miilion a day by this fall?

A Oh, I would say it's possible.

0 Do you consider it probable?

A No, sir.

Q Do you consider it certain that you woul§ not be

nominating in excess cf twenty by this fall?
A No, sir, I wouldn't say~--I wouldn't put a top on

that. We dream about new markets coming in our area that
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e

would soup up untolg volumes, of course,

SN 2
- . 9
L T =
= § o) Do you know of any such markets?
- - 8
- g A No, sir,
v
! F o Q Have you heargd of any substantial increase ip the
1 . -
T 2 ; market served Py Southern Union in the next several months 7
e g % B
§ g A We have our salesme;; oyt beating the bushes 211 ; I
>
N I B .
} E § the tinme, trying to sell, ang they are always Optimistic, / -
' - o w ] i
¢ < 3 . . . - . . .
- 5 3 Q I'm asking if there *S any substantial market that
! =
o e § You are aware of, within the next several months, that may
S :
— £ F become available to yoy.
L= s
., @ § & . . .
: = 5 o A Yes, we have under contract a generating station--
Tosm o ot . . .
, =22, 8 it's cut here west of Hobbs, that has a new unit that wilz YO
= 2
:. o s 2 . . .
= T e 3 % on the line bropoably this year,
.28 g
. 0 About when? :
e A ¥e are hoping by mid-year.
. Q That's about June or July of 19657
s o A Yes.
. Q What will be the volume you will deliver to that
: - unit?
. A I think they will use twenty million a day; maybe I
more,
Q How much of that do you intend to take from the
- Indian Basin?
— A None, 1t displaces das--Indian Hillg gas wily
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never get over there.,

Q It's a matter of swopping it out?

A Yes, sir.

Q But you would anticipate a twenty-million market
increase in apout mid-year?

A Yes,

Q Do you know ot any otiwer saies outfiis or incrca:e%
of market of substantial amounts within the next several
months ?

A Vie are competing for some good loads but I don‘t

think I want to testify to that, due to the possible detriment
to our competitive position--we may not get any others.

Q I'm not trying to get a privileged decision, but
I do want to get as definite an idea as you can give me about
how much gas your company will be nominating for--would take
from the pools in the next six months.

A I believe 1 stated that as ten million a day, over
the next six-month period. Wasn't that your question?

Q Yes, but I thought you answered that you didn't
know how far the ten million would go, and it might go over
twenty.

A I agreed with you that possibly it would go above
twenty. 1 didn't say I expected it.

Q Is it your expecif.ation that it will remain ten
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million for the next six months?

A Ten or thereabouts.
Q I'm just trying to get your best prediction.
A I'm trying to give it to you. I think that's as

clcese 2s T can get it.

Q Would it be inquiring into your private business
too much to know about the short-term gas or high-pressure
gas you can get out from under?

A That involves other pipelines. Personally, I
don‘t nave auny objection, but they might--~they are inter-state
pipelines.

Q Do you have any plans for getting out from under

short~term or high-pressure gas in order to take additional
amounts from the Indian Basin area?

A vie don't want to get out from under the short-
term gas;

it's a good cheap gas. We might decide on a high-

price gas field, to get out from under that, if it fits our

picture, if we can do it and supply our needs adequately with

cheaper das,

O Would this be cheaper ¢as?

A Yes.

Q Anéd mignt serve to replace this other gas?

A Yes.

o) Would it be inquiring too much into your business
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- " Q And dig 1 understand vou. in answe;wtéuﬁ}; Cgaéh';
i g !
S question, to Say that it woulg be approximately three years I
T (<]
(¥
! I3 before you take twenty million a day?
S
2 X
g A That is our Present anticipation,
! o
¥ ¢
r4 x
« E f Q It might be Sooner?’
| g2 ¥
£ 9 A Yes, sir,
v a8 ‘
z 2 MR, PORTER-: Are there any further Questiong? i
T T« I
- . o *
5§ ] PR. DATON:  paul Eaton, Mr. Hazeltine, hag there,
S -
T R I 1n the last two Years or so, been any decline ip Your markes i
L w X 24
[ x :'
- ~ [ : " 2
o zZ 8 J in Eddy County = !
as = » [' t
‘e =& 9
E; £ 5 I A No, sir, 1 don't thinx so.
a I
a f g | Q Your sales level has maintained at the same level?
= z = I
T s oz i A I believe in totai it has continued to grow. e
ad b <
. 5 =z
. lost a good customer two or three years back--yoy may have
reference to that., 1 don't recall whether that dropped the
e total sales for the Year or not, but i general the area, like
e most of New Mexico, is growing,
- Q Are you then Saying there has been a growth each
- Year, up to the bresent time?
L A I'm trying to Say that to the best of my knowledge
it has. There may have been that one section Quring recent
o times, but Outside of that I think the growth has peen poOs -
- itive each year,
» MR. PORTER: Any other questions?

- - —_— - -
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ﬁﬁ. MUNDELL: ‘You have a tﬁke—or—pay clause on
your contract. What date does that commence?
A Ninety days from the date of the contract.
Q Do you have an approximate time when all contracts
are signed, ox are they all strung out?
A In a number of them the take or pay starcved last
March 18th.

MR. PORTER: In other words, yocu are already

A Yes, sir.
MR, PORTER: Does anyone else have a question? ...
The witness is excused. At this time we're going to recess
the hearing until tomorrow morning at eight-thirty. We will
reconvene i this same room; and remember, I said eight-thirty
and not nine o'clock.
(The hearing recessed at 5:10 o'clock P.M.,

April 14, 1965.)
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(YRS ENOSIN ATy
i\ o ENJIN LRl S

!

e neariny wlll come to order, pleasd
Mr. Durrett?
MR, DURRETT: If the Commission please, the staff
will call Mr. Ellis Wind to the stand.
* * *

ELLIS W I N D, the witness, having been duly

sworn, was examined and testified as follows:
DIRECT EXAMINATION

BY MR. DURRETT:
O Mr. wind, will you please state your name, by whom
you are employed and in what capacity, and where you are lo-
cated.

A Ellis Wind; I work for Marathon Oil Company,

engineer, from Houston.

O And are vou a petroleum engineef, Mr. Wind?
A Yes, sir.
Q Are you familiar with Marathon's plans as far as

a cooperative gas plant that would be built in this area of
the Indian Basin?

A Yes, I am.

Q Would you please brief the Commission on the plans
of the wvarious people that are going to get together to con-

struct this plant.

)
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M Yoo tlarathon has haen saeleckted hv A zub-~ !
, : y :

.

stantial number of the working interest owners in the Indiap
Basin field to be operator--to supervise tae construction and

operation of various facilities in this area to gather, treat,

process and,deliver Indian Basin ygas. 'the proposed location is

slightly different tnan shown on ycur bxhibit 4; it would be

the southwest quartexr of the northieast guarter of that s n

ecticne.
You have the southeast.

Q You're sSpeaking of wiat we have indicated on this
wxnibit 4 as Gas Plani 3ite Nuinwer 17

A Yes, sir.

O And that is Section 232, Township 21 South, Rangc 23
Bast?

A Yes, sir,

Q And this location is an erroxr?

A Ycu have it in the southeast of that quarter quar-
ter. It would be in the southwest.

Q Fine., Would you continue.

A All the producers, so far as we know, within a

certain 42-section area have been offered the opportunity to

participate in the plant ownership, and this arxea can be

expanded as required, and any producer who for any reason does
not elect to become a plant owner is offered the same processing
agreement, same terms,

as the plant owners, <The plant owners
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- " will sign a processing agyreement and non-owners will be
| ) &
: - g offeraed the same processing agreement. ‘'The necessary contracis
‘ " §
! ©7 i X between the working interest owners and the contracts with the
~ o
- S
o= * e >
- :’ 2 plant contractor are expected to be executed within the next
b { . Qe
} P
= L& g- ; couple weeks., However, upon verbal approval of some 70%
; . g %
g ] of the working interest owners, to speed this thing along,
w »
5 2 Marathon has contracted with a plant contractor and has begun
; _ 2 § ordering materials, and the detailed design is well under way,
Vs s 2 These facilities are proposed to be designed to gather, treat,
g b x
e o . . .
— s 8 dehydrate and deliver up to 150 million cubic feet a day,
4 e~ e g 's‘ .
5 P- E; g ; and the processing facilities are designed to recover approx-
e N
{9 >.\ z ._ . - Y b ] A . R A
] a . 8 imately 70%, or are planned Lo haveé a guaranteéed recovery
i c -
-_— ¢ 32
. = & 32 . - .
*f e 3 32 of 70% of the propane and essentially all of the heaviers
D s ¥ o8
¢ R = s =
‘when processing 120 million, when air temperature is 100
; BET 3
‘ z degrees. These recovery rates will differ, as recovery goes
o §
up and down as engine temperatures differ. Produced would
e
be butane, propane and natural gas. The plant contractor
represents that treating, dehydrating and delivering facilitied
will be ready to go in operation in early December; and that
schedule was reviewed in detail with the contractor last
e
! Friday and verified, and based on material delivery schedules,
sl
, it is reasonable to expect that this schedule will be made.
e Al)l the major vessels are on order, the major prime movers,
and the design is nearly completed.
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Q

million a day.

A

is that corxrect

1¢'s designed to

deliver specification gas at a

would be the guarant

will do considerably better.

Q

physical

desig

and could your plant be expanded,

‘occurred later?

“Jou say the plant would DE

pass

?

70

PAGE

designed to handgle 150

150 million cubic fect and

certain pressure grop. That

n——expanded with some ease,

= i€ required,

A Quer and
Q ves, Sir.
A 1t could &° ex pandea .,
1
ways. We have actually

150 milli

A

To whexre it

on right now?

it could handle more

and could be expanded furthex

it would take csome inv

Q

Natural now,

A

put an extra S

should handle consideraply more

on with

estment.

than 150 million right

considerablc cace,

eed requirements——it is expected that it

as far as its

if the necessity

above the 150 million?

a nunber of

ix inches in the maii

than

yvou will be treating gas to be delivered to

is that correct?

s
SLxI

connection with where the gas

says

we will deliver proce

- —

£o the producer.

goes.

The plant has no

The processing agreement

e

ssed gas at the plant outlet tO the?




-

A -

1120 SIMMS LD

ex OX ghelr nomninee. whatevVv

put Who will actually sign

\ agreement nas peen offexred

Now ., do 1 unus

this ared nas to be rreate

delivered to A pipeLiue?

\

\ all gas 3o0€es .

ganian gas;,

Well, that's €
what you're

1 believe—-—-i‘c‘

\ specifications.

Q

A

agreement is offere

i aen't KNnOW « But

ro all producers.

a to everyone;

the processing

retand correctly that the ga

4 in gone manney pe

orrect. 1 nuad

fore it C©

referring ro 15 rhe Upper P

S sour.

1t has o b€ sweet?
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what apout the Morrow?

No, it is sweet.
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ation, Qéwéégigméégiiwgéliver g;éé;éé.and‘ééhydrated gas to th
purchaser.
Q Will you once again state the projected date on
this, when it will be ready to go.
A Early December.
MR. DURRETT: Thank you, Mr. Wind. That's all I
have on direct examination.
MR. PORTER: Does anyone else have any questions
of Mr. Wind?
CROS55 -EXAMINATION

BY MR, COuUCH:.

iTaaS g

Q I have a question or two. I hkelieve, Mr. Vind,
in your testimony you said that we had contracted with a
plant construction contractor. The actual written contract
is still in the final stages of negotiation, is that correct?

A That's right,

@] What we have done is make commitments Lo him,
to permit the ordering of these vessels?

A That's right. A cost-plus tftype arrangement, to
where the contract will be executed as soon as it can be put
in final form,

o) But we haven't actually finally entered into a
written contract; we've just been moving too fast for that,

is that right?
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A Yes, ©$ir.

o} You also mentioned cearly December as the beyginning

date. Does that relate to facilities for treating and ge-

hydrating gas, as distinguished from the complete processing
plant itself?

A That date is for the facilities to treat and
deliver unprocessed gas. The processing facilities will be
ready less than a month later.

Q This is according to the contractor's firm pro-
diction to you?

and there could be less tiwe

Q And two weeks--is that a reasonable estimate,
based on your knowledge?

A Yes,

Q Will you briefly state what will be done as far

as condensate is concerned?

; A Vie propose Lo bring condensate in from the wells

along with the--with any salt watcr produced, and we would

treat, stabilize and store this condensate for the producer,

and e could take his condensate from the central location.

O This is distinguished from the normal method of

separatiny, letting the condensace in tanks until the vapors
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" go off?
2 ,
n : ]
‘ £ A That is correct. Aany Vapors brought in with the »
-
) 4 condensate will be saved and processed,
(o]
A\
<. § Q --Making the condensate available to the lessee or
” i > g ’
Z 3 ; . .
- 3 ; ’ working interest owner for sale at the ¢entral plant site?
: 2 ¥
: & g A That's right. That is their condensate—-it isn'+
" g § a plant project.
T = g Q But it will be stabilized at the plant? B
S A - ]
— g g Q -~-Under present Proposals? . i
R . | »f
o . A That's correct. ‘
= oz ¢ | I
‘ " % g MR. COUCH: I don't have any further questions,
= f |
- GOVERNOR CAMPBELL: Mr. Wind, is Marathon's
- [= i1 b e
e ] s = .. .
: pPosition as Operatorxr, for comml tment as operator or contract
i p
ek negotiator, conditicned upen any action by the FPC, or are
- . | i
;* ¥Oou going to proceed; whatever action they may cor may not i
ot ’
- .l.dke?
ie ,
A No, they are not conditioned on any action by the
4 .
;A , Power Commission,
: MR, SMITII: In the contract you contemplate with
the construction concern, whoever it may be, is there a date
for completion to be set out in that contract? Perhaps Mr.
- Couch could answer that question better than you.
MR. COUCH: I think probably the question would b
—_— _ — - _m_____ﬁ_____‘____j .
i
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i

ected €O me wnan ro Mx. wiind . { gon't KNnow,

MR . PORTER:

tnis witness?

MR . DERMONT:

the witness?

MR . DURRETT: The Commission will call MYe

Llewellyn-

we have go

agrood ©O joi
Winda?
A i gon

ing interest ownexrs .

¢ know of any

ontract i

Do

ommitments

£ oY note.

Are there any

n in the process

MR . DERMONT: Yese

s still i

John Dex

ro the conty

n the negotiation stade

actor to get

ow whether it will nhave 2 fiym com-

Further questions of

mont, fxom gouthern ygnione.

~ryacts with Natural

Have ghose produCexs who have signed cOntTY

ing operation with pmarathon.

MR. PORTER: poes anyone else nav

He may pe excused -

who nhave not aqreed. 1 would

a majority of the WOork-~

es that answer your question?

e a question of

G OR p oM LLE WwEeEDL LY N, the witness: having

been duly SV

orn,

was examined an

da testifie

4 as £ollows:

\

\

|

\
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' - DIRECT EXAMINATION ]
BY MR, DURRETT:
Q Please state your name for the reéord, Mr.
Llewellyn,
A My name is Gordon Llewellyn; { am from Dallas,

Texas: and have represented Mr. John Hill

Q)

s his attorney in

the neygotiations on this proposed line,

o]

Q You have teen retained by i#r. Hill concerning his
gas plant, is that correct?

A Yes, sir.

Q And are you familiar with his proposed operatiocn
in the Indian Basin area?

A Yes, sir.

Q Would you briefly fil. the Commission in on iix.
Hill's plans concerning construction of a gas or gas rlants-—-
a gas plant or gas plants, oxr sweetening plants, in this area.

A Yes. I have some extra copies of these last two
exhibits, if you would like to see them, or the Commission
would like to have those.

Q /e could hand those out to the Commission. Would
vou refer to the exhibit which has been marked Gxhibit A,

A First let me state that this exhibit was prepared

some time ago, and there have been some mincy changes in it

which I can call to your attention, and also with respect to
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voux pré&ious exnibit there, Mr: Durrétt;mand that is the
sweetening plani indicated on this exhibit in the northwest
quarter of sSection 31l--

Q Which exhibit are you referring to now, Mr,

Llewellyn--Exhibit A?

A I'm referxing to this one right here,
Q Exhibit A2
A Right, if that's what it is--section 31, Township

21 South, Range 24 East. The actual Location of that has been
changed to the northeast quarter of Section 30 of 21 South,

Range 24 East.

C Section 307?

D P~ —~ o -

ia ALD, DAL e

Q So this exhibit, Exhibit 4, wnich has been intro-

duced in the record here, is in error as far as Gas Plant Site
Number 2 is concerned?

A That's correct. It will now be in the northeast
guarter of 30,

Q But this gas plant Number 2 is in the vicinity
of the--

A Yes, just one section to the north. His system
will connect with Southern Union's line in Section 9, Town-

ship 21 South, Range 27 East, and will extend westward--will

all lie in Tovnship 21 South; will go almost due west until




tAGE 783
) - it reaches the western vart of Range 25 Last, and at that
: <~ g
5$' § point will bear southwest through the canyon down to the
k A ~ - §
b~ r proposed sweetening plant to be located in Section 30. This
b ’ S
1 % . . .
, F will be a ten-inch line.
‘ -
5 & . e . .
4 ? % Q Is that the trunk line?
30 :,_', z
S g %
. ] A Yes, sir, that is what we refer to as the trunk
Lol 5 §
g 3 line. There will pe 90,000 feet of 10-3/4 inch pipe, 21,000
o f R
R 5 § feet of 10-~3/8 line, and 29,600 feet of 6-5/8 inch line. This
3 g 8
- ol fo% will be west of the sweetening plant, the six-inch; and then
s 33
-
— % % the small gathering lines-~there will be 20,000 feet of 4%-
= a2 5
R iiupny a - . . . .
v E; S & inch line., A contract has been let to Mermis Construction
a N
; Y ' ;i . )
" 2; S ¢ Company and they are presently in operation at this time, in
: = I 3
— 3
: . SR . : . .
' Y 5oz 2 constructing the line.
iz @ ¥ g
- Q That's the trunk line vou're speaking of?
g ,
& , - . . .
-1® A That's the entire line~-the gathering system and
be . . . : s
by trunk lin2, We anticipate making connection within forty-
§y five to sixty days, assuming the weather is good and there
i
are no unforeseen circumstances. We don't have any definite
|«
-

plans as to the type of extraction plant that will be con-

-

structed; it is our feeling that there has not been enough
production and there isn't enough information on the gas to

determine the extent and size of the plant that is needed.

e have retained the engineering firm of Purvis & Gurtz to

on test the gas after we get it on stream, and let them make an
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analysis sc we can be better apprised of the type plant we ‘

nced. However, 1 can say that when the plant is puilt it is \
our intent to put it way down on the east end of the iine,
close to the connection to the Southern Union lines. Wic have
two main reasons for Going this--first of all, it is close to
the highway and 1is accessible; secondly, rhere appears to DT

some gas south of this line and east of the Indian Hills axea

that we are presently working witn tie WwoIrKing Lnimrasc GWirGT D
to pick up thils gdas. it iu o our undevs+tanding that they gon't

‘ nhave a market available to them at this time, and we are dis-
cussing it with them at ﬁhis time.

Q John Hili has an agreemwent with Southern Union
to process their gas?

A That's correct. The contracts we have now are in
fact Southern Union gas purchase agreements, and our agree-
ment with Southern Union is to gather and deliver gas for them

Q And will John Hill be purchasing gas on his own

A At the present time there are no contracts like
that. There is nothing in our‘contract with Southern Union
that would prevent Mr. Hill from contracting with the owners-—-

the producers.

Q But at any rate, 4o you feel that Mr. Hill plans

\ to take gas from another source other than the Indian Basin

area?

l“
“\
. ._ :—
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A We hope so--we wWould like to carry the gas for

them. The facilities at the present time will pe built--the
Sweetening plant ang the. proposeg Jasoline plant will be built
to handle Up to 30 million a day.

Q What about the exXpense of thig pPlant? Could thisg
be expandegd without a great deal or exXpense?

A Well, I have been tolg by the eéngineers that the

RS
Ll",":)."..'.‘1.5..“:”.‘.; aiid

Sweetening plant ¢an; that this ig not a major
on the extraction plant, of course, it would take an addition-

al investment to expang it,

i
!

X

Are we to 9ather here that this das plant, sSite
Number 2, which we know should be up in Se~tion 30-~that that
is really a Swestening plant?

A That's correct. That is not an extraction plant,

0 The extraction plant will be over soneplace by
the highway, which has not been definitely determined ag vet?

A That's correct,

Q How i‘ar a distance are we talking about here, as
far as between tye Sweetening plant and the extraction Plant,
approximately?

A Oh, we have roughly between thirty ang thirty-five
miles of line there, particularly when we get into the canyon,

which meanders around,

Q And John Hill wilg builg the gathering iines?
L —_— — 1
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A Yes--build, maintain and opcrate. ]
0 As far as physical construction of the line, what
is its proygress?
Pt I haven't talked to Mr. Mermis in several days,

bpt he commenced work the first of the week, How far he has
progressed I don't know., I do know that at that time the
ditcher was out and the maintainer, and his equipment is on
the site and working.

9] Does thlis bxhibit A portray the areal extent of

what we're discussing here correctly?

A I'mn not sure. VYou meann the lateral lines shown
on that?

C Yes, that's what I'm referrxing to.

A I have the surveyor's plat I'm looking at here.

- ‘Phere are some minor changes., Apparently that was the pro-

posed site which was given to the surveyor, and apparently
when ne went out and made the actual survey he had to deviate
from ﬁhat to some extent. I notice there's a lateral line
from the sweetening plant over to section 32, 21 South, 24
East. That lateral will not be there at this time. We are
negotiating to purchase Sills gas in Section 32, so that would
not be absolutely correct there. The lateral from sSection 19

of 21 S5outh, 23 Zfast on the survey goes a little bit more

directly east than what is indicated there. That one goes
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southecast, put as Yy

e e e T

oorﬁo;ortﬂgvgﬁeetening gi;;t”north, that
1line would 4o more dircctly cast. otner than that, I would
say the substance 1 correct.

Q gas John 1ill negotiated for right—of—way, and is
that all cleared up?

A Actually southern union has secured the right-of-
way--in our negotiations with themw, this was 2 part of the
consideration. Mr . Hill does not have the office staff of
southern union. They have actually raken the right—of—ways
in theil name, with the exception of the right—of—way acyoss
the Atchison, propeka & santa Fe Railxoad, which I secured in
his namns, the highway crossings, which are in his namwc, and \
onc canal crossing which will pe in his name, and that will \
pe from the pureau of Reclamation. other than that, thcY
are v southern Union's NaKc, ang will be assigned toO John
Hill. These other types of right—offways are not assignable--
gnat's the reason we ook those in his name.

Q please reis¥ £n Exhibit B and point out to the
commission what that represents.

A This shows the general area of the Indian Hills,
the general 1ncation of our plant and the line in relationship
to Southern Union's eight—inch 1ine which runs north and south
and then bears southeast and cuts back up northward to tne

potash mines .

—_—
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. r/-,,a I I e

And do you agree that the Upper Pennsylvanian gas

PasE o o
M

v
5
SN & nas to be swectened pefore jr can ©e deLivered into the pipe-
F4
ST 8
R 1 Line? 1S that John Hill's understandin ?
p ¢ o (j
} T e :
b - . g A YeS e 1'm not quaLifiGd ro answexr that, put tests
< o S
: z b
- g = that have been made certainly indicate that ¢here has to €
N E ?a .
ey z
2 5 % - some sweetening, and that's the reason oY the plant.
€ 2
- 3 o .
- g 2 \ Q e plans to swecten the yppexr renn gas bpefore it
: ; 3 \
|4 < = » .
. 503 \ goes into the 1ine?
] s 2 '
(L] ~
- % z A The sweetening plant has beeh ordered and 2 portioq
[ e w -z; \
— % 2 1 of it has already been deLivaicé +o carlsbad.
-—  a» = =
. om— s [+ . . H
e E; 2 ; Q Will you give uo the proposed capacity of the
. = \
L @ g ¢ sweetening plant againe. |
Do e Q 2 |
[ — k4 & t \
- [— = § A U . . \
ot < 2 p tO 30..mmillion pex aay.
ad b e
+ = 5 = \
0 Anag what, once again, 13 the anticipﬁted aate of !
Vg H
|
£

completion ro where you could start processing gas?

i
R
3;;

Forty-five ro sixty aays .

st MR. DURRETT: 1 ©think that's all I have on direct,
MY, Chairmane.

MR. PORTER: poes anyone else have & question?

CROSS—EXANINATION

Mﬁ. EATON: Mr. Llewellyn, just one or two ques-

-

tionse. Pexrhaps Exhipit B shows 1t: 1 can't see it from here-~

put where will gouthern ynion pick up the das that will be

delivered

[ T——
N ——
R
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A

reaches the connection point at the Southern Union line, which

is Section g of 21-27.

Q
tion worx

A

l Q

A

\ or-ways .,

started d

0

A

in Carlsbad,

Tho gas will o Mr. Hill's responsibility until it

secondly, I believe you stated that the construc-

has started?

Yes.

A A
Fate e

Wwell, as far as 1 know they axe cliearing the right

A

what work has been started, if you know?

s

and they have a gitchexr. Whethex they've actually

itching

or nct, L gon't Xnow.

Have all the right-of-ways been secured?

T™he

of fee land way

secured.

Q

last time I talked to the Southern Union man

which was Monaay worning, there were Soiieé picces

down past the canyon area that have not been

winally, as to +he extraction plant, it is my

understanding that at this {ime you have formulated no plans

as to the type of plant, OF the size of the plant?

A

put we have allocated roughly $650,000 for 2 plant.

Well, our plans go to this extent, Mr. Eaton—--and

trying to determine whether OY not the plant should be one

I

again, this is more of an engineering question, put they are

that would turn ocout a ninety-pound deanphanous product as

opposed to multiple production. To this extent we don't know,

-
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GOVERNOR CAMPRELL: Where is the additional gas
located which you think you might be able to pick up at some
future date?

A Mr. Chairman, I can't give you the exact location,
Gulf has some acreage Mr, Hill has been negoﬁiating with themn.
It's south of the line, and I would yuess it lies in either
21 South, 22 Zast or 26 EBast. This is just a general area--
I'm not absolutely positive of that. I do know it's on
eastward on the iineg, though.

0 Do you know anything about the possible volume?

A No, sir. We are actually talking now TS Purc and
Humble and Gulf and H Brothers, and are negotiating with them
on their gas.

Q In the area we were jusi réferring ©o?

A Yes, and also on westward.

MR, PORTER: Are there any further questions?

MR, COUCH: Mr. Llewellyn, with regard to the
sweetening plant, vou stated that it is ordered and that a
vortion of the material has been delivered to Carlsbad. Was
the construction of that plant included in the contract with
Mermis for his trunk line system?

A Mr, Mermis is to clear the location, and I receiveq
correspondence to the effect that a portion of the plant was

en route, and Mr. Mermis was requested to go out last week and

i
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clear the location. He's not goinyg to construct the plant.
Q Is Trigg going to construct the plant himself? --

The sweetening plant?

A Mr., Hill, you mean?
Q Yes.
A We are having it done--hiring it done. Our own

employees are not doing it.

Q The contracts have actually been made, but they are

just orders., Ve don't have written contracts on the construc-

tion of that plant; we have been dealing with Mr., Jerry
Edmondson of Pannandle Stecl] -I belicve that's correct. Mr.

. . .
Hill's engi

neer actually had those conversations with him;
huat there's no written coantract con it, but it is being con-

structed.

Ve o em Te =~ -

v} Well, ¥ou nave Lo have a commitment f£rom someona
to do the construction work, don't you?

a Oh yes. In fact, the contract price for the
sweetening plant was $147,000.

Q Do you expect that to ke completed within the

forty-five to sixty-day period you gave us on the pipeline?

A I expect it to be completed and on location, I

'guess within the next fifteen or twenty days.

Q 50 that the main delay here would be the pipeline-

~-construction of some thirty to thirty-five miles of line?

.
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Q Does that thirty to thirty-five mile figure includg

the gathering systen within the Indian Basin area proper?

a I would say not, Nr. Ccouch. I really don't know
the answer to that; I would say not, though. If you're inter-
ested, 1 gave those footage figures on the ten-inch line, and

then the gathering iine, the

w0

iy—-inch and four -inch line, and

it's just a matter of dividing th:at out.

Q i couidn'i write thewm Anwm as fast as you gave
them.

A We have two different types of ten-inch line. One

is 90,000 feet ang one is 21,000 feet. Thatl's thc tetal lenath

of the trunk line.

Q was it contemplated originally that Mr. Hill would
build this much £runk line in this gathering operation?

A No, sir. The initial plans wexre that Southern

‘Union would puild the line from the present connection poin

tt

westward to a point in Section 13 of Township 21 South, Range
25 East, which was approximately half of the trunk line.

Q IsAit contemplated, wheh and if an extraction plant
is built, that Mr. Hill will be the sole owner of that plant?

A That is definite--yes., sir, he will.

O Speaking now of the processing OT extraction plant

on the east.end of . 'your trunk line?

| I ———— |
A |
e
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rThat ig Correct,

The COntracts between Fr, Hiy) and Souther

do give him the exclusive processing rights on this ga

the Indian Basin area?

A

Q

And My, Hill under those Contracts Obtains

Oof the Plant extraction?

A

Q

That'sg Correct,

Does that include the Condanggies

The contracts of Southern Unicon allow for

ical feparation at the wellhead, 1e are also bPresent}

to severai Producers- -1 Say "we'; py. Hill is talking

1003

|
|

mechan - l

Y talking

made of what they woulg nave eXtracted hag they put them there

and we wi

wWill save

wells? i

A

11 then bay them for one~half of that much; and thig

_ their investment in a mechanica] Separator, ang thei

Would that includge any water Produced in these

ould you run that in Your line toop?

I really don't understand the question
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you move that off for them too?

A I assune we would. I don't know.

Q And unless some different contractual arrangement
is made, the condensate that is produced, along with the‘gas
committed to Southern Union, would be the responsibility of
the workiné interest ownexr, and his obligation to separate it
at the well, and dispose of it at that point?

A That’s ny understanding of the Southern Union
concract.

MR, PORTER: Does anvo

olon W -
i I

MR. DURRETT: I would like to move the introductior
of Exhibits A and B at this time.

MR, PORTER: If there is no objecticn, the exhip-
its will be admitted. The witness may be excused.

MR, COUCH: Mr. Porter, may I ask one other ques-
tion. Do you know at what point physically Mr. Mermis has
started on this work?

‘A Yes, he's starting on the east end of the line and
working westward. There has been some discussion of working
from both ends, but I don't know whether or not that has
actually taken place.

Q You haven't yet decided whether to work both ends

against the middle, or--
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A —ﬁe's definitely starting in the east and going
westward,
MR. COUCH: Thank you.
MR, PORTER: Are therns any further questions? ...
The witness may be excused.
{The witness thereupon was excused and withdrew
from the stand,)

MR, DURRETT: The commission calls Hr. Elvis Utz.

* * k4
LY IGg A, U T 2, the witness, having been
duly sworn, was examined and testified as follows:

DIRECT EXAMINATION
MR . DURRETT: Let's pass out these extra copies

before we start the examination, Mr. Utz. This is the same
exhibits that were distributed at the pretrial conference.
Mr, Utz, will you plecase state your name and position for the
record.

A Blvis A, Utz, engineer with the 0il Conservation
Commission.
Q Are you familiar with the Indian Basin field in
Eddy County, New Mexico?

A I am reasonably familiar with it, yes, sir,

Q Do you know how many declared gas pools there are

in that field now?
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A Phere are WO declared
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st 91

gas pools--the Indian Basin+

Upper Pennsylvanian and the Indian Basin-Morrow, the Morrow

beiny the lower pool.

Q Couldé you teil

pools were created?

A They were created

of 1963. They were, however,

T believe, some time prior
Q Then they were radesignate
A That's right, in February,
Q Now, calling your attention

that have been formally introduced

-
uo aup

mare
ma

W=

1y when those das

as Indian Basin pools in February

the Indian Basin‘and Indian Hills

to that; the date I don't recall.

d as the Indian Basin?
1963.
to Exhibits 1, 2 and 3|

into this hearinhg, do these

exhibits correctly show the horizontal limits of those pools

presently existing?

A Yes, they do.

1, on the left-~is the presen

Exhipit 1--I believe that's Sxhibit

£ horizontal limits of the Upper

penn. On BExhibit 3 the lue line is the present horizontal

1imits of the Morrov.

0 Have special pool rules een written for these

pools, Mr. iz, by the Commission, and ar

A Yyes, they have.

e they now in exist-

Q Let me call your attention to Exhibit 5 and ask

you what that portrays.
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A Exhibit 5 is actually Order Number 2440, which is
special pool rules for the Indian Basin-Upper Pennsylvanian
pool. This was filed on the application of Ralph Lowe. This,
as I stated, is the special pool rules, and involves spacing
aticon uni
istrative approval, unorthodox location, topoygraphical adminis-
trative approval, and one of the last special stipulatios that
the order will be in 2ffect as a temporary order until one vyear
after the date of the first connection, which 1 presume will
be the first Southern Union connection.

Q Then these will be re-opened under the provisions

of this order, is that correct?

A That is correct.

Q Andé this Bxhibit 5 covers the Indian Basin-Upper
Pennsylvanian?

A Yes, sir.

Q What do the special ruies provide as>far as well
locations?

A They provide 1650 feet from the proration unit

line and not nearer than 300 or pvossibly 660 feet--I don't

____________ . 330 feet
from the quarter-guarter section liines,

Q What is the spacing provided by these rules?

A The spacing is 640 acres.
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Q  Are the majority of the wells portrayed on thesec
Bxhibits 1, 2 and 3 we¢ have discussed previously in this hear-
ing, on standard locations?

A I believe--I'm not absolutely positive, but I
believe there are {wo of them that are non-standard locations,
The rest of them would be standard locations under the special
rules.

Q Is it your understanding that those were adminis-
trative exceptions?

A As of the issuance of this order.

Q Oh, you mean when the rules were written, they
were accepted py the order?

A Yes, sir. They were non-standard before the rules,

Q All right. Please pass to Exhibit 6 and state what
that represents.

A Exhibit 6 is a companion order to Number 5, which
is actually Order Number R-2441, and is the special pool rules
for the Indian Basin-Morrow pool, with the same rules precisely

as have previously beean explained for Exhibit 5.

Q Identical spacing and well location requirements?

A Yes, sir.

Q And it also provides that they are to be reopened--
when?

A One year after the first connection.
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{ Q Now, as far as the Morrow Yoes, Mr. Utz, what about‘
‘ those wells? Arc thoy mainly on standard iocations, cr are ju

a few of +them?

A Mr. Durrett, I didn't specifically look at the

Morrow. I can't tell you how many non-standard iocations there

are.
Q All right. Let's pass to Exnibit 7.
A I hear a ruwnble f£yom the audience that they are
| all standard locations.
GOVERNOR CAMPBE LL: wWho rumpled?
MR, UTZ: The Commission representative.
MR, DURRETT: Mr. Utz, please refex to Exnibit 7,
and state to the Commission what this exhipit repxresents.
A MYy . Durrett, this exhibit is a list of all Indian
Basin wells--OX rather, all wells in thc indian Basin area,
pboth dry holes, drilling wells and completed wells, in the
four-township ared involved in this study. on the left side
we have the operator's name, lease, and name oOf the well, 1In
£he second column, the purchaser of the four Southern Union
wells. ALl other wells, to the best of my xnowledge, are
contracted or are being contracted toO nNatural Gas. The third
column is location; next is elevation of the wells, where it
was available. The next two columns are completion intervals

of the Upper renn and IMorrow, respectively; and the next two

e
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—

colums 1S dedicated ;éréége, ;£0;5”b§”our c-128 anc well files.
Q Is that your comnission form for the acreage dedi-
cation plan--the c=1287
, A Yes, and the w"NpPs" on those two columns indicate
that there is no plat filed yet by the operator, 45 to his
| Gedicated acreage; and I might suggest that they file them.

Q 1 note that there are two figures here--it says,

INE 243.0691 ALBUQUERQUE, NEW MEXICO

t
"yUpper Penn c-128," and the first figure is 110-64C." That \

A That means section 10, 640 acres.

Q The first figure is the section?

|
|
\

2 Yes, sir. 1t looks like you just called my attentibn
|

to an erxor there. I1've got some figures 4aown rnere Lnat & !

1120 SIMMS BLDG. ® P. 0. BOX 1092 @ PH

dearnley-meier

don't believe could possibly be sections.

Q 1 was wondering apout that. Can you tell what the

error is?

A I think the ngv ——yndoubtedly the stenographer took

ny "s" for a ng, " so if you'll just make an ng" out of that

f'm sure it will be proper .

S

Q 1f we make the wg into an "s" it will be proper? \

A Yes.

Q And the same is true for the Morrow, 1S that

correct?

1 A That's correct.
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open flows we have had reported

Penn and Morrow.

4-1-65,

by IR B bl
Qon - " T i1

Q

ulated for the Upper Penn and Morrow,.

fal=Xa]
o =

That does that show next?

31" being "shut-in,"

The next column, or the next two columns is apsolut

The third column is status af the walle on

-2z ~raa

"DR" being “drilling," and I

AAAAA L£2 inamm s mam ~ ~ ! q . 3
Those figures are somc gencral data which I accum-

as to the gravity of the

; and that shows for each pool average figures and range of

those figures used in obtaining the average for gas gravity,

liquid gravity and wellhead pressure.

wellhead pressure?

GOVERNOR CAMPBELL: Isn't there a mistake on the

The average shows below your lowest point

on the range.

don't care,

somewhere.,

there ougnt

iR, UTZ: There obviously is.

MR, DURRETT: Can you tell what the error is?
GOVERNOR CAMPBELL: I guess we can average it. 1
but it should be corrected sometime.

MR, DURRETT: Can you computate that?
MR, UTZ: I think I've got my worksheet here
I only proofread this about three times,
GOVERNOR C2MPBELL: With a roomful of engineers

to be a slide rule.

to us and recorded for the Uppe

W

L.




a2 4

| .
o
Qo
=
’
—
a3
[ et
R
<o
as
3

SPECIALIZING (N:. DEPOSITIONS, HEARINGS, STATE MENTS. XPERT TESTIMONY, DAILY COPY, CONVENTIONS

1120 SIMMS BLDG. 0 P, O, BOX 1002 ® PHONE. 243-66") ® ALSUQUERQUL, REW MEXICO

tace 97

MR, UTZ: I don‘t belicve a slide rule would help
on this. I don't have a worksheet showing all the individual
pressures.

GOVERNOR CAMPBELL: I just called it to your atten-—
tion so it can be corrected for the record at the appropriate
ime, I don't think it's significant otherwise.

MR, UTZ: I feel sure it will be somewhere in the

neighborhood of the 2300's.

MR . DURRETT: Would you just please statc £oxr the
record the procedure that should be gone through to arrive ai |
the correct figure--the mathematical procedure to get the error
corrected.

A I thirk the correct procedure would be to take the
propexr pressures off the C-122 and properly average them.

Q Do you think you may have got the wrong pressure
heve, or do you think it's just a mathematical error?

A I think it's either human error on the calculator
or a calculator error.

GOVERNOR CAMPBELIL: I'm sorry I mentioned it.

MR. DURRETT: Now, this exhibit portrays various
calculations for both the Upper Penn and the Morrow, is that
correct?

A That is correct.

2 poeg this exhibit contain all the basic well data
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that the Csﬁmission has concé;ning the wélls in this pool
which you would feel is of any importance from an engineering
standpoint?

A To the best of my knowledge it does, for all wells

~ - -

- 4-1-65; and that includes 23 wells which

4

reported to us as o
axe either drilling, which is my understanding, or at some
stage of completion; <t least they've had DSTs which show they
will he oDroducing wells. And there are eight duals--1 heard

seven here, but I counted <eight; and that would include one

which has a dual complction permit, and the eight duals are all

completed in the Upper Penn and the Morrow., 30 that would be
eight Morrow, eight dry holes, and seven of the 23 are drilling

Q Summarizing this exhibit now, would you tell me

once again now many wells are in each pool. I believe you just

stated there are eighit in the Morrow?

A Twenty—-three in the Upper Penn and eight in the
Morrow,

Q How many of these wells are completed and shut-in,
awaiting connection?

A 1 would have to count them. ... Well, eight from 23
would be 15.

Q Fifteen?

A Yes.

MR, PORTER: What was the question?

|
i




MR.\BﬁﬁﬁﬁEf?“h7§5§_ﬁan§ngéiié;are shut-in, aWaiting

a connection, at the moment v

MR, PORTER. Aren't they ai1; Shut-in, AwWaiting |

avn

Q
o
‘ § I A I count 16, i
. = z I
S z
‘ o £ w | G How many doeg that leayve drilling?
L - :
; .2 . i .
£ ~ - £ 3 A That leavyeg eight drilling,
E =, R
2 ! w . . P .
E_‘_ - | K § Q Eight drllllng?
- N‘ \ 8‘ s |
T 2w A That'g ny count here,
- & : 8
Lo = .
. g g GOVERNOR CAMPBELL: Seven,
— s
o @ 2 3
= 3 G | A That's rigne-_g have gevepn. If it wasn'+ £or the
- = i -
[ ]
- S~ # é Governor I'd be inp 4 neck of 3 mess ,
= , 8
= I =
= : MR. DURRzpr, How many dry holes?
D8
- °= A There'g €ight dry holes, 1 feel suyre,
A Q And youy have Presenteg the open flow data for €ach
, pPool?
. [ A Yes, all open flow data we have reporteg to us,
E [}
zed ;
1 ~ "hich ig Shovn in the a@proprlate colunns
Q As far ag L“Xhibit 7 1is COncerneq, does it have a1)
L]
E the lnformatlon ¥You have availapie to you concernlng pressures,i
- f
at least jin a Summary form? |
I
- A Yes, it does ;
f
i Q Vhat about Porosity calculatfons, Mr., Utgz? Do you /
— .
have that available? f
- T T e e —
~y
T
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Rl ‘ w A Mr. Durrett, I'm not even sure how many wells have
b Z
’ w H
Ew g been cored, if any wells, in either of these pools. Our :ecord#
I - g don't reflect that, and therefore I made no attempt to gather
° o
z
- z any core information, which, if there is some, 1 feel sure we
s 9
§ = : .
i = would have gotten it; but we made no attempt tc because of the
- - g 2
Eg stage of development of both pocls. So I have no reservoir
' x £
e v Q . . . s
- z 2 information as far as porosity data and permeakility data are |
- 2 3 |
< 3 concorne
e w 3 R Y LR R e )
N : % o) Did you calculate deliverabilities?
< T
Lo T [
S D s - , . Sy e
i .~ — g g A No, I did not calculate deliverabilities, 1 looked
L ‘ == = g
. —_— .
g; 2 ; at absolute open flows and on some wells I have as many as
A 8 2
- - - P
X 4 as i g three tests on the same well, all with different data. Because
— Q 2
E o < 2 of this I didn't know which one to use to calculate deliverability,
- ,. as ¢ o
3 = 5 =
o so I felt it was better not to make any calculation as to that
un.il such time as the wells were on the line and produced
ey
. enough to where they will stabilize: and if we want deliver-
b ] . . . . .
abilities then. I feel sure w2 can get some pretty accurate
!
et ones.
) Q Could you please state to the Commission whether or
-y
. not there has peen any production in either of these pools as
.. . o _
of this date, to your knowledge.
v A There has been a slight pit of production for some
drilling gas,
.
! Q Do you consider that to be a significant volume of
- 3 S J




e

pal guite an insignificant GO Lume., as compared with

:eserves. 1 also un“ﬁrstand hexe as peen gome ¢larind in

thos® pools £O0.

Q Yy ou gon't have any figures on the yolunes of gas?
A NO.
Q NOW ¢ AoeS £nis an‘bit,7 show what wells jn this

n ias Yyour qnestion, how auch 9as they could produce\
Without restriCLion, \
\
Q yes, S*T-
A According To apsolute open flows——ard of courseé

rhat has a zexo pack pressure oY atmospheric pressure——the

rotal open £1oviS reported to us are on the order of 102 millio

for the ypper Pennsylvanian. For the Morrow je's in the neigh

-

oorhood of 80 million apsoiute open £loWe. The ability of the
14 pe something 1es5S than that, put it's

pecause they are open £1owW wells, I

will have £he capability of producing all\
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and yesterday concerning the capacity of the 4as rank faciliti%s

to be constructed in this arca? \
A Yes.
Q Are these wells capable of producinq gas in cKCess

of the capacity of these facilities?

A 1'm positive they are.

Q0 po you fecl that gas prorationing should be in-
stituted in one Or either OX poth of these pools?

PEY It is Wy recommendation that as soon as thexre are

connhections in 2ach pool, W€ institute gas prorationing for

Q and are Yyou testifying concerning pothn PO Lo ? \
A ves, Sir. \
Q po you feel that instituting gas prorationing in

the--let's ralk about rhe pools together——in these pools. will
prevent waste?

A ves, % think 1t will.

Q Would you please 9° into some detail as o how you
feel £his will happen.

A Well, first it will yestrict production to the _
actual market gemand for gas that is peing utilized. in 1y \
cpinion, by jpstituting ratable take with the proper forrmula \

|
1

we will also conserve reservolr enexgye.

Q Do you feel that instituting gas pxorationing in

|
B

T e
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;éiéééwﬁodlé Qiiivﬁfbtééfmééf}ciaﬁi&é“righéé? ]
A I# the proper formula is used I'm sure iv will,
Q How do you feel that will happen?
A By preventing drainage between tracts by allowing

proper counter-drainage, which is a normal and acceptable
operation by this Commission, and has been for many years; and
also by protecting correlative rights it will give each operatolr
his fair share of the gas.

0 DS you have a formula you would reocommend to the
Commission to adopt concerning gas prorationing?

A Yes, I do, and I recommend LOU% acysace.

Q Do you feel that this is the most reaconahle basis
for allocating production in the pools?

A Based on the information we have at the present
time, I feel that it is not only the simplest basis, but as
accurate as we could determine at this time.

Q With the information you have alrzady available,
from the Commission standpoint do you feel that pool reserves
or individual tract reserves could be computed with any degree
of accuracy?

A Not at this time, no, sir; and as I stated, the
reason ¥ feel this way 1s because these pools are really much

less than half developed, and I don't feel we have the propex

information at this time in ordexr to calculate reserves. 1




Q
Comm:'\-ssion xxstitute gas proratx
foxmuld in poth pocC 1S« a 100% acyedy® foymula
B Yyes. sire.
Q are yOU recommending hat ey agopt £his formul.a
and rpat hat pe Lt as Lat as proratin“ chese pools; ox are
Jis pe adopted at this Line . :ealizing \
Yy otnexr
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Y Yes, aix, I ghink that for some cime

ftex all tne

p

g

é wells are connected ana pegin LO produce, we snou Ld xeep 8

M pretty close checky an¢ use whatever cgata is avaiiable ia oxrder

-

> . .
- % to getexming whetheXx tne wool is beliny prorated prOperLy ox

. 2

z ¥

H < note.
- :

v z

g H Q Wwill you very priefly explain the mechanics of the
- -

g 3 formula you are recommending? fow will cnis in fact work, Mre

‘ ; .
- ¢ g utz?
2
9 1
\ A actually for thosSe rpat are familiar with our

present prorating procedure in southeastern New M~¢iCO. it will

A
z
3
L ]
g
RS -
- a2 »
o w— Q
a> < work exactl like the S stem we're using in ghose oo LS - |
- = o] ) P 1
: <
- o ¢ S Phis is the way you're doing 1t now?
a— >
= 2 .
» o i A ves, siy. Ve nave @& pool baiancing procedure which
a> P \'
- z

¥

rakes nominations and agiusts rhose nominations py the fixyst
previous month——by ghat previous month's nominations as balance“
against that month's allowable. 1f the aliowable is less han
the nomination, then We feel that the people that nominate
snould know wnat they'xe going o take: so it's @ positive

N ‘ adjustment. Iin other woxrds. witi just WO previous nominations

on the gecond previous month we adjust the fixrst nominal figure

pool as of the £iyst o€ that mont against production that was

produced t

T

nat month—~adjusting to oroduction. 1f the aliowable\
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(o T e ' —— V,___1,fo_c-,,,_,,,,_f__t
) Coucernlng roxatin
nese WO pools, are yow recommending that the Commission

prorate in the anner it's qoing other pooLs in southeast—‘

exn new MexicO: on & 100% acreadgc fFormula, Specifically

L)
z
9
Z
w
z
o
A
T
[+]
v
z
P
a o
. s 2
- z »
: - ] i prorating only the wells connected to tne gas transportation
= % facilitics?
:
s 8
2 2 P2y That's coyxrect.
x . P
B = 3 \ Q Ang going into chat portion of tne€ case concernec
v 3 \
P 9 o . . 'Y . . .
; % % \ with gas proratlonlng as such. and 1into a dlSCﬂSSlOn concern”
K = x
s 3
L
— % b ing the allowable fOT unconnected wells, have you made SONS
I~ R e
2 3 8 . . o iiies O Cvand
Eé - calculatlon concernxng the pOSSlDllltleS ox ?TODablLLLlQS of
= ° % \ |
as i g | wnat could occur it ccnﬁideratiOn was given £0 assigning
= - 2 \ :
o E 3
= % = allowables to unconnected wells?
a> 2 2
=2 % = \
\ A yes, I naves
\ Q And have you prepdred aocne £igures ©o present to
the Commlselon in the form of an eXn;blt? \
A Yyes 1 have That 1S Exhibxt 3, and it ~onsists
of four pagest one situvation for each page. i
o N Q pefore VW€ pegin discussion of init in getail.

what 18 your first page: now? That concexns T

pool, is that correct?

Q And the second page con ne mgrrow?

” cexns ©
> F2S YesS e
_,,,,,,,,,,,,,,,,ﬂ,,,ﬂ,_, -




race  LO7
, T GOVERNOR CAMPBELL: As soon as you finisn your
| idcntification let's take & preak, $sO wne reporter can have a
: rest. \
'-1“.’ o | MR. DURRELT: Yes, si ‘ i i |
|

2
o
=
]
>
&
v
4
[+]
1%
»>
- H sir. Then your third paye will
~ : 2
= * » . :
;ﬁ ¢ 3 be the Upper Pennsylvanian pool again, is that correct?
-
E W A That is correct.
: &
. 2 3 - .
¢ g g Q and the fourth payge will again be an analysi.s of a
$ <
w L
g §ifferent situation in the Morrow?
. g 2
SR Z % A rhat's correct.
PO
: E
L ]
i MR. DURKETT: That will finisn my igentification. 1l
o - L
[~ -] [ >°( 1
'mas o° o

think, Govexrnor.

EOVERNCR ~aMPBELL: We'll take a cen—imanuis rocess

|

(The hearing recessed at 9:45 o'clock A.M. and |

-

dearnley-m

SPECIALIZING IN
1120 SIMMS 8L0G. » P. U,

roopened at 10:02 o'clock A.M.)

4R . PORTER: The hearing will come toO order, pleas

MR. DURRETT: Mr. Utz, before we proceed with our
discussion of Exhibit g, please refer back to Exhibit 7.

approach you concerning the second well from the bottom, calle

-1

B A Yes, sir.
s Q Now, 4during the coffee preak did a private attorne

\ the Federal, ‘and mention something about that it didn't appear

\ on the plats?

' - A ves, he did.
O was ne correct?
] - \
_,,_,_*_,_M,ﬂﬂ_*ﬂ__,___ﬂ______f _____
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A Yes, he was. It doesn't show on our plats. |

0] Please approach Exhibits 1, 2 and 3 that have
formerly been introduced in this record, and make that cor-
rection.

A That well is in Section 20 of 21 South, 24 East,
and is in Unit M of Section 20, which will be in the extreme
southwest quarter,

Q You have appropriately marked that now on Exhibits

1L through 4, is that correct?

A Yes, sir, I have.

Q What is the status of that well?

A It is a dry hole in the pool limits.

Q A dry hole? Passing back to Exhibit 8--

A I think that's one of the things that makes it so

interesting for these operators.

0 --Will you please state to the Commission what
that first page here represents.

A The upper half of the first page is some general
data fecr all four situations, and the lower half is one sit-
uation in the Upper Pennsylvanian pool. Now, the upper half
shows the data--known data or estimated data--I had available
to me to conduct this study from our well files, as well as
the potential purchasers in this pool. And before somebody

has an opportunity to jump on me about it, you will note that
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I used 2

mill;oﬁ fof_godthegﬁﬁﬁﬁion.r Tha w;é ﬁyvlhfogmation
at the time I made this study, and I closed out my figures
about 4-1-65. I understand now that initial takes for tbhe
first couple years will be somewhere between 10 anég 20; but it
could very well be 20 and could very well be less than 10, too.
Q If it was 10 it would change youxr figures--just |
adjust them dgownward, is that correct?
A If the market denand for southern Union changes it
1 ect my calculated underage oOn the unconnected wells
‘ shown on this exhibit. If it is lower, the underage will e
1 iower; 1f it is higher, the underage will be higher.
1 Q AlL riguni, sixr. First please sunmarize the basic
data you have shown here at the top.
A on the 3outhern Union estimate, as I previously

stated, I used 20 million a day. 1 have made a division betwe€

n

the Upper Penn and the Morrow for that 20 million as follows:
Take that on the pasis of absolute open flow; and I might as
well state here that someone else could probably estimate some

of these considerably different, and come up with a different

percentage figure if they wanted to; and 1f they want to do

that, fine and dandy. 1 made the estimate pased on my best
opinion and the information 1 had available to me, and I did

estimate some undrilled acreage which I thought would be pxo-

ductive, and 1 estimated open flow for that. I didn't have

R ]
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a good enough pictﬁfeutémdéuaﬂytﬁihéAéléé;

Q You worked with kxhibit 7, the figures on there, asg
far as the avsolute open flow is concerned?

A Yes.

Q And then you say you projected some figures. How
did you project it?

A I projected the undrilled acreage absolute open
flows by using the offset absolute open flows and the percent-
age of absolute open flow, in order to determine how much of
that 20 and 100 million I was going to assign to the Morrow. So
on that basis I assigned to the Upper Penn 18 of the 20 million,
and to the MHorrow two of the 20.

Q i*hat figure hi? peen corrected on all the exhibits,
so it should read--

A It shoula read 2M sqguared CF for Natural Gas
Pipeline, they informed me, and I believe this is still a firm
figure ¢f 100 million initial, I assigned that to the Upper
and Lower Penn on the same bhasis--80 million to the Unper Penn
and 20 to the Lower Penn or Morrow. At the bottom part of the
page I made my first estimate for the Upper Pennsylvanian pooll
This is based on the number of productive units that were
either completed and shut-in, or in the process of being com-
pleted. Some of them may show on my Exhibit 7 as drilling

wells as of 4-1-65, and that would be wells within the existing

horizontal limits cf the Upper Pennsylvanian pool as shown on
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Exhibi%érl énd 2;nrfhét”Q6ﬁld béréﬂémﬁniférﬁc-%éit>Qerc pro-
ductive at the time, on the pasis of currcnt information,

1t doesn't include, however, the units that are not drilled.
Meceting those certain qualifications wexe four units for
Southern Union and 18 units for Natural Gas Pipeline. Assiyn-
ing gas production to the units on the basis of 100% acreage,
we have four units into 18 million cubic feet, or 4! million
a day for an allowable, tiwes the four units times 108, 2
days or the average days in a six-months proration unit, I
come up with 3285 MCF for an M squared CF for a proration
period.

0 That's for a six~months proraticn period?

A That's correct. Now, it will be my recommendation
that if we're goiny to assign anything to unconnected wells,
we do it on an equitable basis,’so that is what I used in this
estimate here,

Q You're not going to recommend through this case
that an allowable be assigned to unconnected wells or that it

not be assigned to unconnected wells, is that correct?

A That is correct.
Q All right--
A S50 if we assign 4% million a day to producing wells

-

or connected wells, then the unconnected wells would receive 4%

million a day, according to my plan. Multiply that by 18 units

j




SPECIALIZING IN; DEPOYITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

1120 StMMS BLDG, ® P, O, B(IX 1092 ® PHONE 243.4491 @ ALBUQUERQUE, NEW MEXICO

[
D
=

1]
— 9
ad
—_—
——
o3
[-%-}

-

and the nunber of average days in the proration period, which 1

PAGE 112

would give us 14,000,782 cubic feet for thce proration unit

or assigned uwnderaye, ox a total of 18,000,067 for the pool.

In order to determine how lonyg it's going to take Natural Gas
to produce this acreage underage, it occurred to me that all

you had to do was divide how much gas they were going to take
against accrued underage, or 185 days underproduction in one

six-month proration period, which would be approximately two

years because I felt it very well might bc twWo years before
these people were connected. At the time I nade this I knew
there was a tentative contract in the process, or an open
negotiation, but it wasn't negotiated at that time, so it looks
tike now they might have some wells connected maybe the latter
part of the year,

Q And if it was a less period of time it would
proportionutely adjust the figures down, where if it was a
longer period of time you would adjust them up?

A You can adjust these figures any way you see fit,
for time. On page 2 I made the same estimate for the Morrow
pool...the development as cof Apxil 1, 1965, Southern Union
had ;wo productive units; Natural Gas had six productive units,

The allowable assigned to connected wells would be a million

a day times the number of units and the days in the proration

—
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period agéiﬁlhégpiéérmiilioﬁ‘féf £hé”proration périda. ‘iﬁé
unconnected wells being assigned an allowable on that equitable
basis would recesive s5ix times that for six units, for 1095 or
1460 for the proration. By making simple division we would see
that under those conditions the Natural Gas. people would be
underproduced 55 days in one proration period, and in two years
they would be underproduced something like six-tenths of a year
Q Now, page 2 of Exhibit A is, once again, based on

the produdiiv

(0]
£
0
H
f
()]

e within the existing limits of the pool,

is that right?

A That's correct.
0 As shovwn on Exhibit 37
A Yes, that's right.

Q Will you please proceed Lo thie ncii page.

A On page 3 of this Exhibit 8 I have made an estimate
based on the area that we feel will be productive, based on
information that Mr. Stamets and I arrived at mainly on the
basis of Mr. Stamets' geology;

Q Are you referring to the acreage within the orange
line as shown on Exhibit 2, that Mr., Stamets testified was his
projected production acreage?

A That's correct. And I will call your attention to
the fact that that productive acreage ox estimated productive

acreage does not include the dry hole in Section--what is it?

'3
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E&énty;fuuf, 1 bcliové, which is>in the pool limits.

Q Do you also feel, as lMr. Stamets stated during
his direct examination, that this i1s a conservative estimate,
based on information we have available at this time?

A Yes, sir. X could include 42 preductive units
in all for the Upper Penn. Five of those units would be
assigned to Southern Union; 38 cof thém to Natural Gas. I
note that we have one nore unit assigned to Scuthexrn Union
here which is nct shown on Exhibit 4. That is, I guess you
would say, based on some inside information. I know they're

negotiating for some acreage which I think ig going to be

preductive, in there,
2 Tt i+ dentt chown on the maps?
A It isn't shown on the maps because they didn‘t

want us to divulge where it was, but we know it's there.

Sc of the 18 million which would be taken from this pool
under full development, we have five units attributable to
it for 3.6 cubic feet per day, and the nurber of days in
the unit, 3285 MCF in a proration unit. Unconnected wells
on that basis would have 24,000,966 M squared CF underage
in a period; making the simple division again of 80 million
a day, they would be underproduced at the end of a six-
months period of 312 days, four periods, apout 3-4/10 years.

Q Cnce again, the figures go up and down, depend-

~

S j

* N Ry LT - . - . ’
ing on the length of time in which there was an actual
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Connection by Natural? 7 o iA'AV‘W”>'K7

A As to time ag well ag o difference in Southern

Union'g production.
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Side locations, and we felt there Was a good chance that they

would Le productive.

Q Do yoy feel that thjg is an extremely Conservative

1120 SiMms BIDG. o p, 0. 3Ox 109

Cstimate? /

A

a like computation, it Would pe 365 million for the beriog,
Assigning like allowables to Uhconnecteg wells, Which here !
Number eight, at 4dgp Squareqg cp per broration Periog; makind

the division by 20, we See in one Proration Periog that

< ; Naturaj Gas woulg be underproduced 73 days, or in two Years

—~—
'
T ——
T — — TTTTe—— -
e — — — T — _\_\\\‘,\\\\ \J

B
Yes
Q Is thig area shown by the Orange boundaries on |
Exhibit 3?
A Yes, Sir, i+ is. e €Stimategqg the Morrow Pro- )
duction for Southern Union at two’million 2 day. Going through
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approximately 8/10 of a year. As may be seen from these four
exhibits, based on our estimate, the underproduction situation
would not be too bad in the Morrew, but if we had more area
assigned to MNatural Gas it could be as bad as it would be in
the Upper Penn,

Q Am I correct, as f£ar as bExhibit 8 goes, that the
only way you feel that what you have shown here as a conclusion
would happen, is if all assumptions incorporated in here turn
out to be all true, 100%, the projections in here?

A That's right.

Q Otherwise it would simpiy show what might be
anticipated?

A I think we might mention at this point--I think
the Commission surely understands by now that one of +the
reasons for this would bz to show them what the conditions
would be at the end of an estimated period. If these condition
exist and come to be a fact, at the end of the period at which
Natural Gas yould connect their wells, we assigned an allowableg
to un&én%ectej.wells, we would have a very substantial amount
of underﬁloﬁaétion. During this period, in order to give
Natural Gas an opportunity to produce this underprocduction,
we're going to have to walve balancing procedures for at least

the period shown on these exhibits, which in effect would be,

in one instance 2-4/10 years in accruing underage, and in

4 o _
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énother,‘;;;/lc iﬁwb;ééﬁéing gﬁééfége, uniésé.ébé§ﬂéééimﬁiéher
rates or had less underproduction than I show. S0 in effect

we would be assigning allowables without any balancing proced-
ure for in excess of four years.

Q If the Commission decided to assign an allowable to
unconnected wells, in order for your Exhikbit A to come about
they would have to suspend balancing provisions of the rules
as usually appliea?

A Yes, after Natural Gas had been connected.

0 Now, please procced to S“yhibif 9. and state what
that represents.

A Thai

¢

is a list of four alternatives which could be
ueed in handling the problem of unconnected wells, or proced-
ures to be used in handling unconnected wells.

Q Once again, you're not going to recommend that the
Commission assign allowables to uncennected wells, and wvou're
not- going to recommenda that they do not?

A That's right. They may think I'm unloading the
decision on them, and I am. I think this problem of assig¢gning
allowables to unconnected wells is not only a legal problem

but a policy problem, and since I don't make policy decisions

Q But the wvarious alternatives that appear on your

Axhibit 9 are alternatives thiat tne Commission staff has con-
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sidered and that have been suygested to us, is that correct?

A That 1s correct.

0 vould you please proceed through these figures
numerically, and discuss each one.

A I think the best way would be to read each one. Num
ber 1, "Assign underproduction to a well after it is connected

if the owner of the well establishes that he has been denied the

=

opportunity to produce his just and equitable charc GI yas 1n
the pool" That's just an attorney's way of saying that the

Commission should do nothing unless soumebody comes in for a

hearing.

Q o Number 1 woulida really be, "Do nothing now about

assigning allowables to unconnected wells™?

A Yes. Numpber 2, "Allocate allowable producticn €O
connected w:lls based on the acreage in a proration unit committ
to a connection." That is, a well with 320 acres committed to
Scuthern Union and 320 acres committed to Natural Gas Pipeline
would receive a 320-acre allowable upon connection to 3outhern
Union, and 640 upcen connection to--I should say bkoth Southern
Union and Natural Gas,.

Q Strictly from an administrative standpoint, as far

as handling any type of procedure that would be set up for assig

,

ing allowaklcs to uaconnected wells, do you see any difficulties

to Exhibit 27

A I sece all kinds of cdifficulties.

B —
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O would you point them out.

A One of the difficulties is that we would have to
assiyn partial allowables to a welL on a unit. We have never
done this, and I don't think we ever should...not only because
it's going to cause me a lot of werk and us a lot of adminis-
trative procedures, but we would have to get into a proposition
of determining title within a proration unit, and as we can see
from this hearing, the purchasers haven't ayreed yet what they

own. 1f were going to get into this sort of thing, I would

oy
o o
-

recommend to Mr. Porter that we start hiring another Lawyer to

help you.

MR, DURRETT: I'd like the record clear on that.

MR, UTZ: I think I made the record clear~--that it

SPECIALIIING IN: DEPOSITIONS, HEAR'NGS, STATCIAENTS, EXFPERT TESTIMONY, DALY COPY, CONVENTIONS

1120 SIMALS BLDG, & P, O, BOX 1092 @ PHOME 243.4491 ¢ ABUQUERQUE, NEW MEXICO

dearniey-meier

was an "additional' lawyer.

ALS

Q (MR. DURRETT) You were referring tc £xhibit 4, WX 4

you not, and the testimony of the gas purchaser that was given

vesterday?
) A I meant to refer to Exhibit 4, yes, sir.
Q Please procazed.
A Number 3: "Allow each unconnected well to accrue

underproduction based on total pool producticon divided by the

number of unconnected wells."

@) Do you see too much difficulty from an administrative

standpoint, as far as doing Number 37
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A As far as administrative procedures are concerned,
we can administer Jumber 3 just as well as we can administer

any of the rest of them. I certainly am not recommending Num-

ber 3 because I think it's wrong an¢ will not protect correlativ
rights.

o] Let's proceed to Number 4.

A Number 4 is, "Allow each unconnected well un a stand

unit to accrue underproduction equivalent to the allowable
assigyned tc a connected well on a standard unit.” Of course by
using the word “standard unit" we mean any adjustment in the
sirze of the unit should be made.

Q A non-standard unit would receive corresponding
treatment, then?

A That's right.

0 From an administrative standpoint as far as hand-
ling any assignment of allowables to unconnected wells, do you
feel that this would be the best way or not?

A 1 recommend--if we're going to assign allowables to
unconnected wells, I recommend that we use Procedure Number 4,
which would in effect assign on an acre per acre basis, the
same allowable that is assigned to Southern Union connections,
As far as the administrative procedure is concerned, this would

of course increase the procedures--we would have tc keep books

on the wells from the date of the first assignment of allowable




eace 121

Lhere woﬁld be ﬂo balancing procedu;es uﬁiilnsuch time as we ]
saw fit to put balancing procedures in effect.

Q 30 you would have to suspend balancing procedures
in order to make Number 4 work?

A Yes, sir, after the first connection of Natural Gas

Pipeline,

R

Q Also what you are speaking of here is assignment .of

-

dearniey-meier > °:

allowables to a unit, more than to the well, as such--that's
the way you handle it, as far as prorating?

A In effect that's what we do now on our proration--

we only list the well in order to tie the well to the wiit.

DEPOSITIONS, NEARINGS, S"ATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

Q And as far as split connections, how wculd you

handle them? Under this they would just receive an allowable
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for the unit?

A Yes, sir. We would assign that well a full allow-
able, and any division of allowable would have to be ironed out
among the parties concerned.

Q Going back into the prior testimony concerning
-~ ﬂ‘ instituting prorationing in these pools, that's also the way

vou propose to do it--a straight acreage formula you recommend?

A For connected wells--yes, sir, exactly.
0 Now, is Exhibit 5 a true and correct copy of

Commission Order Number R-24407?

2} Yes, it is.
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0 Is Exnibit 6 a true and correct copy of Commission
Order Number R-244172
A Yes, it is.
Q Were BExhibits 7 through S prepared by you or under

your supervision?
A Yes, they were,

MR. DURRETT: If the Commission please, move the
introduction of Exhibits & through 9, and that will concluge
my direct examination of Mr. Utz.

MR. PORTER: 1Is there any objection? ... The exhibit
will be admitted. Does anyone have a question of Mr. Utz? Maybe
I ought to say, who wants to be first?

CROSS ~EXAMINATION

BY MR, MORRIS:

Q Mr. Utz, how many proratec gas pools do you have
in southeastern New Mexico?

A We have ten.

O

Are all of these pools governed by the provisions

of Order R-1670, as amended?

they are
Q I realize some of these pools have special pool

rules, but as far as the procedures for nominating and balanc-

ing are concerned, are all of the pools presented prorated in

the southeast govarned by the basic provisions of Order Number
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Q I1f chis pool wexe given any special tr
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eatment, then

it would be a gefinite exception amony prorated gas pools in

southeastern New Mexice?

A ves, 1 pelieve 1 stated it wou
Q Assuming, MX. Utz, that the commissio

to assign allowables O unconnected wel

1d be the first time.

n should decid

1s in accordance with

your proposal Nunber 4 on gxhibit 9. 1'd like to see€ if 1

understand oY can figure out how it would work in actual

practice. Do 1 undersiand that the provisio

ns of Orager Numbey

R-1670 would still apply to the extent that wTney woyen't in

ccnflict with the provisions that wou

16 assign allowables to

unconnected wells? 1In other woxds, except for assigning

allowables to unconnected wells, wou L
still apply?

A Yes, they would, Lo conne

g Oxder Number R-

1670 ‘

cted wells. And you

atated your question—-the peginning part of it, that I

rended this. <* don't recommend this,

recom-

put if they're going to

assign allowables toO unconnected wells, I recommend that they

do it this way.

Q How would you contemplate that the purchasers' !

nominations would be made, as soon as southe

first connection?

-

I

e

rn Union makes Lits

|
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A The allowables would be assignedé to southern Union

i

A

connections in exactly the same manner as we assiyn allowables
to connected walls in the ten prorated pools in southeastern
New Mexico. Those noninations would bt adjusted as I explaineag
in the pool balancing procedure here in my dircect examination.
The resulting unit allowables computed from that balancing would
be assigned to the connected wells on an acrecaye to acreage
pasis. Those same allowables would ke assigned to the uncon-
nected wells. In that manner Southern Union would not be denied

ny markei demand wnatsoever,

£J

Q Southern Union would actually submit nominations to

e Co

nmission undcr the present Rule Nunber 167072
A That's correct.

Q And that would require each gas purchaser in the

actually in good faith desires to purchase during the succeed-
ing proration period, in the case of preliminary nomrinations;
and per month in»the case of supplemental nominations?

A That's correct.

Q Do vou contemplate that Natural Gas Pipeline would
make any nominations to the Commission during this period of
time, as to what their market demand would ke f{fox the current
prorxation period?

A Natural Gas will not have a market demand until

0]
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they are recady to take gas from thg“bogi; thercfére thoy
couldn't make nominations under this system. The reason we
can't assign allowables by nominations is hecause they will
have no procduction in ordexry to balance nominations, and we
could end up with any figure from one to as far as you want to
go.

0 30 allowables would be assigned to wells connecitad
to Natural, even though Natural would have no market demand forx
that current vproration period?

A That's right.

GOVERNOR CAMPBELL: When you say "connected," you
don't mean physically connected; ox do you?

MR. MORRIS: Yes, under the contract to Natvral.
Now, when Natural Gas Pipeline is physically connected ©o these
wells, if that comes aboul, how would you contemplate that the

r

proration would work, if the Commission has been assigning
allowables to these unconnected wells; and particularly with
reference to what type of nomination you would expect to
receive from Natural at that time?

A wWell, to begin with, I thought it was pretty much
of a certainty they were going to connect these wells. I
would expect that Natural Gas would make nominations at that
time in accordance with the amount of gas they intended to taksg

fyom their connection. If that is above or below Southiern
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Union's noninations, I should say they should noninate what they

intend to produce.

O So at the time Natural is actually connecte

jof}
rt
o
fo
=]

they will make a nomination as to what their intended takes w

be, without regard to allowables that have been assigned to the

well?
A Yes, they would nominate fox the underproduction.
Q The point is, assuming Natural is going tce nominate

in good faitvh what it actually desires to purchase for the then
current proration period, will those noninations be taken into
consideration by you in fixing new allowables--additional allow-
ables for these wells,‘or will thosc nominatlions L disregarded
at that time, and effect given to the allowables that have been
allowed to stack up on these wells?

A The way I wvisualized this thing, Mr. Morris, is that
when Natural Gas begins connecting, ard in accordance with the
numper of connections they have made and the gas they can pro-
duce, they make nominations for those; those nominations would
go into the pocl palancing procedure the same as Southern Union's
nomwinations.

Q So if those nominations by Natural actually reflect
their current market demand, you're going to be stacking them on
top of the allowables that have already been allowed to stack up

on the wells?
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— g A I'm trying to visualize--this underage when thoy
£
-
% start connecting, I think that's what you're driving at. ihen
- v
.ot v
- § vou start connecting the Natural Gas wells, then the total pool
'0_‘ - N
" . 2 < . . . .l - Lo
o8 ) nat allowable will come into the picture and then an adjustment
- - ¥ =
g %
- X : : 3 1
e 5 would be made on the net allowable figure which would be a
oo =4 z
. Eow
y & g part of their underage; but as far as their nominations againsy
EE -~ w - d
L £ 3 their production, I don't see any difficulty. It may be that
(e " [ ]
P ] —_
-t 2 8 . o _ , _ )
- 3 on the pool balancing figures, the underproduction would cause
cn o § v
o ae 20 8 guite a fluctuation in pool allowables.
" x
: L]
- e 8 % Q What I'm getting at is, if at the time Natural
' ‘ ‘as 3 ®
' = & 3 is connected to these wells--if it then nominates its current
]
N = Q § market demand and what it expects to take for that proration
? = 5 o3
# - 33 s 3 period, and the allowables are assigned based upcn those
e - & =
nominations, at that time, then, Natural will be provided
g
v with allowables that will allow it to meet, no more, no less
3 than its market demand at that time; and this can be accom-
plished under the pvrovisions of Rule 1670, withcut having to
resort to tinkering with the proration schedule by this busi-
- ness of assigning allowables to unconnected wells, is that
N correct?
A That's a pretty good question, Dick. As I
visualize it--mavbe this will answer your question; I'm not
e sure, As 1 visualize it, the only deviation from R-1670
N that would be nevessary would be suspension of the balancing
g
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procedures,_fof the reason that it wéﬁiéﬁﬁéAihpéééibié‘féfmmmﬂuﬁj
Natural to produce these accumulated underages unless we do.

In other words, I don't think they can produce them all in a
six~montii periocd, or two six-month periods. If they don't pro-~
duce them all in the second six~month period thev're going to

be subject to cancellations, and if we're going to do that, wnhat
good would it do to assign them in the first place?

o} “veryvthing depends on what Natural's market demands
are at the time it's assigned?

A That's right.

Q If it nominates at that tiwme Icr what its market
demand then is, an allowable can be provided to Natural to allow
it to take that market demand, without reference to any assiyn-
megt of allowables to any unconnected wells?

A I believe you're correct., At least--yes, £ir, you

are correct.

Q

et

f I am correct, Mr. Utz, in that, and if you are
correct in agreeing with me, the assignment by this Comuission
éf allowables to unconnected wells and the tinkering with the
proration mechanism would be an unnecessary act?

MR, DURRETT: If the Commission please, Mr, Utz
stated on direct examinatiorn that he did not have a recommenda-
tion to make concerning wnether or not the Commission should

1

assign aliowablcc o unconnected wells. This line of questioning
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- Iy rrruwrwmﬂrﬁwﬂrﬂ,ﬂ_ﬁrmr.ﬂ,._
2 iobviousLy is leading to thal, put he has previously stated that \
o
o e has no recommendatlon. e will opject ro the guestion on \
8
(¥
g those grounds .
v
4
O T MR. MORRIS: 1f the commission please. 1 haven't got
Lo - <
- % ; ro the point of askind Mr . UtZ ro make & recommendation o the
e 8 2
s H % commission: put Lf Mre. Utz can restify that tne assiyning of
C,;.:) 5 %
-~ w
wr g 2 allowables TO anconnected wells would be 2 useless act and that
SO -
o < 5 - . L s . . 5 N
o 53 wells 1D guestion rhat axe commltted to watural would be aple to
= i’ 3
[ z w ~ . - P
¢ = & \produce the sane amount of 935 when connected, undgexr tn€ ordinary
E w z
. “‘ : l
— % 2 \provisions of »-1670. then it 18 certainly material to the
ad - x
‘= 3 °
= e o Commission, pecause T know the Commiasion doesn't want Lo an A
= & ¢ \
T z : - . .
a> ° 2 useless act oY make an exception where exceptions are not neede }
— 2 =
P : 3 oOVERNOR CAMPEY Lz The commission of course is going
)
EE !

to ultimately daecice whether ie's 2 uselLess act; 0 1 gon't \
gee much point tO tne question. |
\ MR. PORTER: The objection is sustained.
MR MORRIS 2 Mr. ULz, so iong as gouthern Union Gas
{ company is the only purchaser who 18 actually making takes from\
this pool, is there any danger of production in excess of the
market demand?
A Oon, it’'s poS‘ible; wut 1 would goubt ite. Yyou mean

s3outhern ynion's market gemand?

\
Q YeSe ' \
i

A ¥o, T wouldn't say SO-.

e
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j " Q 30 long as there is only once purchaser in the pooil,
N H
L & is there any real need for prorationing?
F oo~ &
L § MR. COUCH: Owubject to that guesition, I think that's
: N
- - e % a matter the Commission can finally decide. It's a question of
p - ! e o
X [Gid W o
- Z =
i f law as well as a question of fact, as to whether there is any
P €3 7
¢ -
B § é need for prorationing in a pool where there is only one pur-
- o o %
£ n . T
© z = chaser. Asg a lawyer I can say yes, there is a very valid
[ ; :
€ - - . .
- S reason even tnough there is only one purchaser; and I don't
L P4 « . : PO~ -3
sy z g think it's a proper question for this witness,.
. L aad o8 w T
& ']
- . £ 2 MR, MORRIS: If the Commission please, the witness
== 2 3
|50 . —- a 2 )
EE 2 5 stated on direci cuxamination and made hic recommendation to the
o .
' ~ . !
N Z - > . P . . . P
b as TR Commission that prorationing be instituted, and I'm sure that
' — g 2
- = N 2
s I 03 opinion was looking on down the line to where there would be
b a £ g
- — 5 =

two purchasers in the pool; and he nas ctated that in his opin-
ion prorationing is necessary. DMy question here is, so long as
there is just one purchaser, aren't we premature in considering
prorationing, and I think in view of the opinion previously
expraessed by the witness, it's a proper gquestion.

3 A MR. COUCH: The witness previously testified that
the ability of the wells to produce in this field is substant-

ially in excess of the market demand 3outhern Union testified

it would be. The conclusion as to whether prorationing is

proper is a conclnsion for the Commission. I think the question

is not proper.
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GOVERNOR CAMPBE Lis:

Caﬁwfédranswcr thé“éﬁéégidﬁév

HR. ULY: I would be havoy Lo,

MR. PORTISR: The objection is overruled. We feel
tirat's a proper question.

MR, COUCH: HMote our cxception to the ruling.

MR. PORTER: Your exception will be noted.

MR, ULZ: I think it's just as necessary to prorate
one purchaser as it i1s twe purchasers, as far as protection of
correlative rights is concerned, and in granting of ratable
allowables in accordance with the formula, it's just as effect-
ive in protection of correlative rights of one purchaser as it
is a dozen.

MR, COUCH: Will you strike cuxr objection, please.

GOVERNOR CAMPBELL: X was just going to ask you
if you wanted to strike that answer,

VITNESS: The only way one purchaser would protect
correlative rights any more than another, is that he jiunst has
more control.

MR, MORRIS: We have a number of lérge gas pools in
the State of New Mexico that are not subject to proration, do
we not, Mr. Utz?

A We have some that I think should be prorated, Mr.
lorris.

Q That wasn't my question, Mr. Utz. e have a number
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of gasz pools in Ncw prexico that are not prorated?
A Yes, we do,
0 Is it vour understandinu of the situation that the

rules concerning ratable take and common purchasing can apwly

in those pools, without the actual institution of proration in

)

those pools
A It can--could; but some of the studies I have made

nstance issuing

-

indicate tliat it i1sn't. Ve have tried in one
rchacser Lo take the ratabhile
from two small pools. I suddenly found nyself, as far as my
administration of ratable take, denorned, pecause 1 didn't have
the rules to enforce it, And when I discovered that the take
wasn't ratable, I recommended that we prorate it, and we did;
and now we are able to enforce those rules.

Q Previous to prorationing in the instance you re-
ferred to, had any application been made to the Commission or

to you by any of the producers in the field, concerning ratable

take?

0] The one yoﬁ just referred to, when you found that
prorationing helped you to enforce ratakle take.

A Had any of the operators and purchasers--

0 Yes—-had any operators or producers Or purchasers

ever availed themselves of the ratable take or common purchasexr
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statutes, to yowur xnowiedy

o]
e

\ 2y 1 think they eried to. 1 gon't recatl whether they
| made any speciflc formal reguest te us, but if they gidn't maxc

i¢ official, theY dia unofficial. |

Q Mr. UtzZ. has it peen the Commission's practice and

P

b

custom Lo rreat unconnected wells as wells that are not actually
completed? %
\
A No, T gon't think e Lreaked them as uncompleted \
\Wells. The wells are completedm—in othex words, in ouy nomen- \
l
clature when you set a wellhead the well is completed, whethex
ig's connected OF not. We gon't assign allowables to wells
until they 3are physically connected Lo tihe purchaser, undexr ourl

present proceaure.

Q pid T undersiand Yo +hat in some of your exnihits
and studies you have made, you dgia actually contemnplate assign-
ing allcwables co tracts within the produetive arca of the pool

apon which wells have not been grilled?

A No, sir. Yyou mlsuude“ctcod the recommendations, if
you cane o that conclusion. only ~ompleted well ™. \
Q wnhere & tyact is an jmeediate offset to @ producing\

well that is connected <o 3outhern Union or is committed o

o

aoutnern Union, 1t would be equally logical, would it not, tO
2ssign an allowaple o that rract, 8% well as i+ would to a \
1

ryact upon which there were a shut-in well committed to Matural?
\

,.,t__c.____,ﬂ_,t,,t,,,,ﬂ~.,ﬂf,,
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A I don't think so, Thexre has been no expenditure of

mwoney he needs a rcturn from, or any correlative rights he has
proved he owns, until he hits the drill bit.

MR, MORRIS: I think that's all I have.

MR, PORVTER: Does anyone else have a question of

Mr. Utz?

MR, COUCH: May I inguire, with respect to your
four alternatives and particularly with regaréd to Number 1--I
believe you stated that that was a lawyer's way of saying that
the Commission do nothing at the present time with regard to
unconnected wells, Is that your understanding of the interpre-
tation of Numpber 17

A That's correct, yes, sir.

0 And that alternate Number 1, if followed by the
Commiission, would leave the Commission freec at some future date
to grant relief in some other way, perhaps, than assigning
nndervroduction to the wells after they become connected, if
some other means were devised; you're not saying alternate
Number 1 would be assigned to underproduction, are you?

A No. Did you say assigned underproduction afier
they become connected?

Q Yes, sir. That's the way I scce Itcwm L.

A I don't visualize Item 1 as meaning you assign

any underproduction. You merely start assigning allowables at
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the point of connection. You may accrue after thdat tiame under-
production, but it will not be assigned as underproduction,

Q You would recognize sitill a fifth alternative, that
the Commission do nothing at this time and dolng what is es-—
tablished as being necessary at a future date, if it became
necessary?

A Yes. I don'i really considcexr that a f£ifth alter-

n ative--I think that's what Number 1 says.

Q If I happen to consider it a different alternative,
vou wouldn't take exception to the fact that it is an alter-
native, would you?

A No, not at all,

MR, PORTER: Does anyone else have a gquestion?
MR, MUNDELL: You stated that vyou recomnend 100%
.acreage in the consideration of an allowable?

A That's correct.

Q I refer you to AZxhibit 7. Referring to the absolutg
open flow column in that exhibit, under the Upper Pennsylvanian,
those figures given for absolute open flow are correct to
the best of your knowleddge, with what has been supélied you Dy
the overator?

A That's right.

0 And they contain no typographical error, et cetera?

N After finding those fives for S's I wouldn't guar-
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O — — e

antee it, but 1 think they're correcke,

0 There's quite a variation in that absolute open flow
from a low of 3,150,000 CF up to 264,879 cubic feet a day. 1Is

that right?

l..l.

A Viell, there's a 3i50. 1t's lower than 3240,

rou're establishing range,
¥ J

O 3150 is low; 264,879 is high?
A That's correct.
0 And that column was also considered in the 100%

acreage reconmmendacion?

A You mean were abhsolute open flows consideed in my
recommendation for the 100% acreage formula?

Q Yes, sir.

A Well, I don't really know whether I can say they
were considered or not. I knew they were there; I didn't think
they meant anything as far as assigning allowakles is concerned.

MR, MUNDELL: Thank you. That's all.

MR, GPERLING: Jim 3perling. Mr. Utz, turning tco
youy alternative Number 4 in your exhibit, would you explain
for me how it would worX under this situation: Assume both of
the prospective purchasers are connected, and assume that six
months from now or a year from now, total nominations for both

purchasers eguals 120 million a day. Would you explain how you

would allocate those nominations, as to underproduction and
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current allowable?

O The underproduction, pMr. sperling, would be a figure
assigned to a well as of the date--actually it would be assigned
Lo the well as of tihe date of cowmpletion or instigation of
proration, and would bo accrued as a well figure or a beyginning
net allowable figure.  After the wells were connected, then itc
is wmy recommendaicion that balancing procedures ke suspended, Lf
we're going to assign them to unconnected wells, and that
allowables be assigned to all connected wells on the basis of
nominations~-the first previous wonth's data and the second
previous month's data, as we do now. This would assign the
allowables to the wells on exactly the same basis as we assign
them now--not in relation, as I see it, to underproduction
accrued on each individual well., He would merely have the

~

allowauic as

N

zigned against that underproduction, and be able to

make up that underproduction over & considerable period of time.

Q You are assuming then, that production would exceed
noninations by whatever figure was selected for the purpose of
making up the underage, is that what you're saving?

A I'm saying that as I see it, we would adjust pro-
duction against net pool allowable, as we do now. If that
figure compvletely eliminated the original nomination figure,
there wouldn't be any allowable that month., If it was a pos-

itive figure we would divide the allowable up on a 100% acreage
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‘ Production, or whatever you wanted to call jt?

A

J Q

A

lﬁ

Q

Where do I make it up?
Yes--how is it made up? How isg it recouped?

By producing more than the allowable,

On the present wCll basis, it Very well mignt,
Where does it go-~the gasg?

You mean where does the figure go, on 5337
The gas.

bown the Pipeline.,

How can it bpe in excess of the market demand,

assuming nominations are realistic?

A

Well, Mr, Sperling, if they produce in accordance

with their nominations—-

o)

A

ance with

basis, unless Southern Union'sg nominations changed that figure

I can't hear you,

I say, if they produced ©n a pool basis inp accorg-

nominations, on a pool basis, then on a pool basis

the allowables would be equivalent to Production on a pPool

you take all nominations ang all production and put

them together, so what happeneg to allowables as far as what

Natural Gasg wants to buy or doeg take as a matter of fact, woul

—

-

Where do You make up the underage or accumulated ‘]

T
N S
EEEEE—
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depend on what Southern Union did in thg way of nominations and
and production. In other words, what L'wm trying to say, and
probably very awkwardly, is that if Scuthern Union‘®s inarket
demand was lower than Natural Gas, Natural Gas would have an
allowable lower than what they wanted, and they would make nore
gas than what is produced.

Q what you're saying 1is that you are forcing the
purchasers to submit unrealistic nominations?

A No. I don't believe so. Anyway, i1f they did submit
unrealistic nominations the same thing would happren as happens

now--when they submit a nomination that they think is realistic
1

l

and it so happens it turns hot in California, and they only ‘
produce half that much gas., We adjust back to production, so
in reality nominations don't mean a darn thing--they just Xind
of clutter the figures up by having two dead months there bhefore
we get back to production. We can prorate without it.

8! Nominations are supposed to have some relation to
market demand, are they not, under our system?

A That's right.

Q Getting back to my original illustration of 120
million a day, I don't believe you answered me on now much of
that 120 millicn actual production would be credited to accum-

ulated allowable, and how much to current ailowable.

A That 120 million was what--nominations or prcduction®
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Q Nominations. I'm asswaing nominations have some
relation to vroduction.

A viell, Mr. Speriing, if the; nominated 120 million
120 million, and that was assigned to the wells

on that basis, right down the row, then they wouldn't be able

to make up any of their underproduction. But it doesn't nec-

o8

in

arily uold that that
in order to make up underproduction. They have that latituade,
as any pipeline does, and they can shut in half the wells this
six months, and produce enough to make up the underage, and
the still have the next six wonths to balance. 1In this case
they could shut in the wells and on a monthly basis--that's
the way it's determined--produce the other 50% of the wells in

exzcess of what the allowables were, and make it up.

Q Don't they have that same opportunity now?
A Yes.
G So what have we accomplished under your alternative

Number 47

A viell, you understand I'm not really recommending
Nunper 4. If the pinelines did--I guess my attorney wants me
to ans&er this question; I haven't heard any objection., If
the pipelines take in accordance with the way you're propcsing

here, and taking all the allowable and nominating for all this

underproduction, and also taking it--andg, like I say, they‘re
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geing £o have to produce it or it won't do any yood to nominate
it~--the end result in the absence of non-balancing would be the

same. But we have no assurance--the operators have no assurance

s

that they're going to take it.
MR. PORTER: Bince you'rec not going to make any
recommendations, and the Commigaion is going to have to decide

this, I want to clear up a point orx two. In our proration
system production actually 1s the ailswiils, in the final
analysis?

A Yes, sir,.

0 We have testimony in the recoxrd that one purchasex

in all probability will be connected a mininmum of six months

prior to the time the other one is connected.

A That's correct.
Q So that brings up the dquestion how to protect cor-

relative rights. Let me ask this question, and see if you
agree with this statement: Regardless of the amount of under-
production that might accrue during this six months, Watural
Gas can only take so much gas after they are connected?

A Yes, that's true.

Then if the Natural Gas demand is too low--it's

L)

lowcr than Sowthern Union's--then the underproduction would
never be made upe?

A That's right.
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L. e S —— - —
- " Q Then nmy question, in connection with correlative
- 8 J
FO =4 . . . .
+ o b & rights and our duty to protect them, is, would the assignment o
_‘ . z .
AIEANREN g
R 3 allowables to the unconnected wells at this time serve any
b e .
= s
= . = . A B : : -
p - : - & purpose? I believe that's the thing we're all trying to arrive
; - » 2
Z X
pm ~ = at here.
i 5 z
v, b z
ks ] g A I think I can answer your question in this way: If
- 5 s
- g 8 .\ . .
e z 2 Natural Gas produces it, 1t would serve a purpose as far as
ey E3
. [N %< S . . - N
' Ce 5 3 protecting unconnected wells against connected wells. If the
€3 z . . . . .
e : £ Commnission decides that unconnected wells' correlative rights
[ SERE S
! N N, ] _
— § g are not being protected by the non-agsiagnment of allowables--
;e [- &) E §
c— =
R S I'm not making that decision, but if they produce the underage
¢ F w [~
] e
1
- S 2 % . . . " 4 ' . .
: ' a . 8 it will be of some avail. If they don't produce it, no--if
N . = % a
~ = 5 %
. w < 3 it's cancelled. It won't do any good to assign it and cancel
ad g 3
X - 5 =
it.
. 0 Wouldn't that underproduction we're talking about
be produced, reyardless of whether we assign it and call it
o underproduction?
. L.
e - GOVERNOR CAEMPBELL: If they have the market.
¢ - A Like I answered Mr, Sverling's question, yes, 1f
.~ , |
2 . they choose to take in that mannexr, it will; but you wouldn't !
[N
have any guide lines as to whether they ever caught up or not,
} MR, PORTER: I believe I have no more questions.
- MR, DURRETT: That will conclude the Commission's
case, Mr. Chairman and Commissioners.
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[ MR, UTZ:«VI think I might ha§é>3‘ébﬁ§is points I
might want to get in the record, wihich I neglected to do on
direct. These owo small points are in regard o procedures if
we should prorate or assign allowaples to unconnected wells.
MR, DURRETT: You're referring to axhibit--what?

2, Exhibit 9.

0 Exhibit 9 would be in connection with the four
alternatives., ALl right, sir.

A I think we have mentioned that balancing should be
suspended if we are going to do thic job as we are trying to,
Hext, I think we should classify wells during this periocd, not
suspend classification rules. aftcr cix months production,
after we have some history and know it cannot produce the
allowahle, there's no sense in carrying it on--it should be
cancelied. This could ha2lp the marginal wells that can't
produce the marginal allowables. The next point I would iike
to get in the record as part of the recommendations is that I
think we should obsexrve the "six times over-produced” rule,
so that during this period the wells cannot get sou far ocut of
balance that they will be shut in for a long period of time
when balancing rules go into effect.

O Ynat is the "“six times over-produced" rule?

A That means the well has over-produced six times its

current allovaple.
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0] Is that all, Mr. Utz?
A Yes.

MR. DURRETT: That will conclude the Commission's

MR, PORTER: If there are no further questions of

~

)

the witness, he may be excused. DLoes anyone elise

4+
e TC

e-l.

€5

c

present testimony in this case? Are there any statements to
be made in the case?

MR, SMITH: If i1t please the Comwission, at this
time I shou;d like to state Pan American's position.

We have no objection to the instituting of pro-
rationing in this pool. If the New iMexico 0il Conservation
Conmission finds that unconnected wells have not been denied
access to a market, such wells are entitled to no consideratio;
and must wait for a connecticn befcore kbeing assigned allow-
ables. If the Commission finds that unconnected wells have
been unreasonably denied access to a market, then the only
relief such wells are entitled to is the statutory relief of
peing included in the proralion schedule and being subject to
the regular New Mexico 0il Conservation gas balancing pro-
visions,

That, essentially, is our position. We think
this pool should not be treated any different than any other

gas pool in the State of New Mexico has been treated. I
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woulG like to gstrongly urge you, under the definition of waste

in the statute, t©o considexr if the Commission has any authority
Lo yive allowables to unconnected wells. Based upon Mr. Utz!
testimony, 1f the manner in wnich he contemplates it would be
handled is followed, then it would he a violation of the
statute insofar as the definition of waste is concerned, 1I'd
like to direct the Commission's attention to Article 6533, whic]
defines waste, and particularly to paragraph E: TFProduction
in this state of natural gas from any gas well or wells or £rom
any gas pool in excess of the reasonable market demand Ifrom
such source of natural gas of the type produced or in excess
of the capacity of gas transportation facilities for such type
of natural gas is waste." By being able to produce the under-
production over a period of years in excess of the nominations,
the nominations of course relate directly to market demand, soO
such production would be in excess of the market demand and
contrary to the provisions of tiie statute which defines waste,
I suggest that the Commission does not have the
authority to handle this in that particular manner--no statutory
authority, and will have no jurisdiction of the subject matter,
This proceeding reminds me of the trial of a personal injury
suit before the accident occurs. T think the Commission should
wait until such time as you have sufficient history in the

field tc make a determination as to whether or not correlative
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‘ yight have peen impaired

and at that rime GO whatever the \

uommission feels is just and yiaht, pased upon actual facts and\
not upon assumptions. \
GOVERMNOR campBELL: Just for the record, does Pan \
aAmperican nhave acrcage in the area?
MR . SMITH: We do have acreaget in the proven arca
on Bxhibit 2--it's 5ection 11. I'm glad you nentioned that.
1t’s section 11, and you may recall in my interrogation of Mr.

stamets T was trying to establish section 12--we also nave that

-

unger LeRFe:- and I'd 1ike to sugges< to the conmission that \
it's just as reasonable to assign an aliowale to proven acre-
age that's not been drilled yet, pecausc gas is goind to occur,\
\ and correlative rights goes yelate toO drainage. And therecfore
if you decide to grant this aiiowaple; we request that we bhe
granted an allowable on gections 11 and 12, pased upon evidence
now pbeiore the Commission.
MR, PORTER: poes anyone clse have @ statenent
ro make at this rime?
MR . MORRIS @ Just very prieflys concerning the
! unconnected wells and the assignment of allowables to unccnncct
ed wells. e would concur with Hr. Smith's stacement re tuc
commission in that regard, that the cowndss1on should not and
perhaps cannot handle the problen in this wWdYe. under the

statutes governing tne Commission's action, allowab les are Lo

[
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be assigned only to wells that are actually connected Lo ang
producing into a pipeline facility, and there is a specific
exception in that regard set fortn in the statute, which pro-
vides for the assignment of allowables to unconnected wells in
the event the Commission finds that they are beiny unreasonably

denied access to a facility. ©Now, in this regard, we're talkingd

about correlative rights of these other operators. I'd just

voluntary act that affects his correlative rights. I think it
is evident to the Commission without my having to point it ocut
in great detail, that a producer's correlative rights and his
opportunity to produce is largely, if not entirasly, governed
by the purchaser with whom ne contracts, and what that purch-
aser's market is. I think it's obviocus that if Natural wants
to come after it is connected and raise its takes, then
allowables can be provided to wells connected to Natural's
system to make up whatever they are behind. If Natural doesn't
have a market to adjust that, assigning of allowables to
unconnected wells is going to have no effect, and this problem
can adequately be handled by the nomination Natural chooses

to make. In that regard, I suggest that the correlative rights

of the producers are title to what Natural's market and takes




operators to protect their own correlative rights without this

Commission having Lo assign allowables to those wells. Cer-

-meier 1t

tainly the prorationing of gas, I think we would all agree--

sven

v those much more familiar with it than I-~-that this is an
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. - will be. Now, in the contract that these producers committed
e M- g
b e = . . :
. & to Natural have, yesterday we saw and I read to Mr. Ramsey on
bl z
b — S
} ‘ z the stand a provision of that contraci, winich provides that
p - ‘ g
% . . . . .
- S under certain conditions, in order to prevent undue migration
] =y
)
% or drainage from under the producer's tracts, they can sell
Ll QD E
<. -
. E gas to others if they feel that that is necessary; and Southern
| =
o faxio 5
: g Union-—and anyone taking gas in this pool--1s certainly bound
“w
020 e
w w L - o~
e~ = by the common purchaser statutes in effect. In other words,
3 \__. “w
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P % whnat I am suggesting is that there are other ways ror these
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dearnley

o . xtremely complex area. This Commission has well-established

o £ _ I . s, 3 N
rules for procecding in thic area, I think it would be ex-

tremely imprudent for the Commission to alter those procedures

. e e e — A R S ) - _ -7 3
where no real need €xXisis Lo a6 56; and I think it has been

)

amply demonstrated here that no need exists in this case to
alter the established procedures for this pool.

GOVERNOR CAMPBELL: Mr. Morxrris, I couldn't tell
from your line of questioning, and would like to ask now,
whether Southern Union is taking the position whether this
pool should be prorated at all at this time--your only comments

have related to assigning allowables to unconnected wells.
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MR, MORRIG: From Ry questions, Mr. chaiyman, I was

mexrely secking the witness's observation in this regard. cextain-

CONVENTIONS

1y if the pool is not toO Le prorated at this time, this would
eliminate all consideration of what formula we're goind Lo

have, and any consideration concerning assignment of allowables

we have no objection to prorationing of the pool at this time;

\ but it dovs peon premature to us—-put we nhave no objection to
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¢ = B MR. PORTER: pre there any other gtatements? \
i w z
P x P
. z g MR . HOWELL: pen Howell, representing £1 Paso |
a> = »®
. m— “a g
E; e o Natural Ggas. We have neither acreage in this pool nox are we
e «
! . .
— z g . . . . .
a o 1 a purchaser in the pool. The principil® involved, however, 15
—_— 0z 5
Sos = = . - L . .
S < : one thnhat qecply ~oncerns us. itn that statement, may I ingulrg
a? g =]
- & =

if the commission will permit a reflection of views of a
friend of the Ccomerission, that isn't girectly interested.

in?

GOVERNOR CAMPRELL: Why don't you come €
MR, HOWELL: 1 would 1ike ko atate that we feel
that this principle, if applied o other pools in the state,
would have chaotic effects, pecaust traditionally aot all wells
in a pocl are arilled at the same time. 1D fact, X renenber \
evigence in the Jalmat case¢ in which conpletion gaices of wells \
were as much as twelve toO f£ifreen yvears apart. 1t seems tO ne,
as a 1egal matter, tphat the statute simply does not allow the

allocation of allowables £o unconnected wells. 1 am readindyg
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' from aArticle 65-3-13, and I'iw sure Lhe Governey remenbers sone
- 2
j = o , . . .
‘ $ of the negotiations that went on at the time that section was
4
’ e ° . . . A .
- ) Y proposed by the legal committee of the association. It directs
ot | 8
- =
1 - e X the Commission what to do--it says you shall determine rzason-
2N e : 8
. ] F 4 = . 3
P g % able market demand; it doesn't say to determine reasonable
UL B8 market demand plus an allowance for something else that may
. s g
(= [a%s ‘,‘(‘ S
SERE - occur in the future. "It shall determine reasonable market
B y -
T 5 :
i 3 - N - _— S e Y . T - L] o~ P - = . % ’
- 5 3 AEiildild dla lidRKe daLioCdclions Ol proaucuion auring eachh sucih
[
. 2% period upon notice and hearing at least thirty days vrior to
= @ =5 S :
; N x . .
T Thé Deginning oI Sach prolaiidn perliod. dinsolar 4s 1s reasiple
o =4
e 22 X
; a> § ; and practicable, gas wells having i#n allowable in a pool shall
-
. L]
l‘ & g be regularly produced in proportion to their allowables in
: — [ <
? =5 g : . : .
v ;; : 3 effect for the current proration periocd. Without approval of
- T ad ¢ g
o o~
s v =

R the Commission or one of its duly authorized agents, no natural

gas well or pool shall be allowed to produce natural gas in

excess of the allowable assigned ¢

C
w
jo
0

proration period; providing that during an emergency affecting
:~~ a2 gas transportation facility, a gas well or pool having a
nigh deliverability into such facility under prevailing con-
ditions may produce and deliver in excess of its allowable for
a period of emergency not to exceed ten days, without penalty."

That language was put in after much discussion,

pro and con, and it has always been construed by the Comnission

and the industry to apply to a well when completed andé connect-
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ca-~-that its right o an allowable then cowmences.
With these few remarks, Lf 1t would be any help to

vou, 1'd be very happy to try to file ccmaents vpon the legal

question involved, and its possible effect upon other pools in

the state.

MR. PORTHER: Mr. Howell, in connection with your
suggesiion, the Commission will allow a pericd of ten days £fox
anyone to file any coments they may have. Are thexre any other
statements to be made?

MR. COUCH: riay it gloz2szo vhe Commission, Marathon's
recommendations in cconnection with this case will be as follows:

Firet, we definitely thing the evidence presented

here has shown a sound basis for instituting prorationing,

effective with the commencement

=h

of taking of gas from the pool.

¥Mr. Utz has stated that in his opinion the wells in each pool

can produce substantially in excess of the market demand if no
restriction is imposed on these wells. We think it is also clea
ly shown as far as the evidence in the record is concerned
so far as can practicably be deterxrmined, ,in the words of the
statute, as a temporary measure botih poois
on a l00% acreage,

and we 30 recommend as of this time.

7ith regard to the choice of alternatives as indi-

cated by Mr, Utz, it is Marathon's recommendation to the

Commission that at this time the Commission follow what lr.

r—

-
i
! - z
1
[+
v =
4
-
z
o
: ;e S
3 .
SR 3
r- (=}
v O
i p— >
h : =
.., DY g
8 ' L 9
d N z »®
o L
— . X E
[ -3 z
co = z
s - .
T 3
- s 2
W -
. 2
g 3
! z -
i <
o Lan sl ot -
— - -
o < =
R o E
w <
[4) o~
pome z ¥
< [+
- oo
. o e -3 &
. . a e 1
r H + — = Q
5 [ (-] ° =
i = w L]
E~~ = & °
¥ Fon ) = .
ol H S— 4 .
-_— - (4]
(= & a
s —— g 2
= | =g > 2
: P =
. = z
i (o ) 5 &
.
i ——) w =
g
;-
'
'
f
LN
L -
E.
i
[

e




S

Qs

==

=
'

=,
[~
=
g
o3
=5
b —— |

w
z
Q
-
4
“w
>
4
o
W
>
]
\Y4
>
=
<
Q
>
F4
Q
3
=
w»
d
-
1
s
a
»
s
v
-
4
-
¥
w
-
<
»
w
“w
O
z
-
«<
w
x
v
r4
Q
-
“a
o
™
=]
z
<
z
~N
=
<
Lo
w
-
vi

1120 S1MMS BLIG, & 2. O, BOX 1092 ¢ PHONE 243.4491 @ ALBUQUERQUE, NEW MEXICO

ract 153

Utz construca to be within his first alternative bul what I
roagard as a fifth alternative--that on the unconnected well
situation the Comnission take no action other than to include
in the ordexy a specific finding that it will continue to ob-~
serve the situation, and in the event it becomes avparent that
there will be substantial injury to correlative rights which
the Commizsion would have authority to protect against, at that
time, on its own metion or upon application of any interested
party, tone Commission could consider the true facts then, and
make a determination of what, 1f anything, it should do with
respect Lo unconnecied wells,

FR. SPSRLING: I'd just like to say that I concur
with IMr. Coucii.

R, NEWMAN: Kurt Newman, for California 0il Com-
pany. To the extent that the Commission made recommendations,
we would like to endorse those recommendations; and with ref-
erence to the 100% acreage formula for allocation of allowables,

b

hat that will go, be-

Iy

we wholeneartedly endorse the prospect
cause there is not sufficient data to make an allocation on
a reserve pasis.

e would like to make a recommendation where the
Commission staff was_silent——that is, as to allocation of an

allowable to unconnected wells., ile feel that the testimony

which is before the Commission would indicate that in each six-
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ané yet.

MR . KRAUL: Jim Krauf, of the United States Geo-
logical Surveye. T would like to present a statenent by Mr.
Andexrson.

nphe Geological Survey is not convinced that the
establishment of geferred allowables for non-connected wells |
in the Upper Pennsy lvanian and Morrow pcols in Indian Basin is
a practicable or necessary means of protecting correlative

rignts in these pocls. \

P

wie recommend that the Commission establish gas \
prorationing in each pool on an acreage basis with production
limited to market demmand and capacity of gas transportation

facilities. Vi€ furither re

0

ommend that no gspecial rules, such

as deferred allowables with make-up provisions, pe adopted

for wells not connected to a gas rransportation facility."

MR, WILLIAMS: Mr. chairman, Bud wililiams for
Kerxr-McGee. Kerr-McGee has 100% working interest in one well
and partial working interest in five oihex wclls in the Indian

Basin.field. Kerr-McGee believes there will be a need for gas

prorationing in the Indian Basin Upper Pennsylvanian and Indian

Basin Morrow gas pool. We believe there should be a proration

formula; we have no objection €O 100% surface acreade.

e think unconnected wells could become a real

problem. We think the Commission should recognize this &as a
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possible problem of correlative rights, and leave the door open

for future action if the problem docs develow,

As to the problem of diversity of pipeline connec-
tions within a proration unit, we are inclined to feel that
this problem, if at all possible, is something that should ke
worked out by the producers within such unit; but if an
equitable solution cannot be worked oui, we would want to
reserve the right to seek whatever relief we can get from the
Commission.

GOVERMOR CANMPBELL: I'Gd like to concur with the

n

portion of that statement that refers to the respon
working out tihe problem lying with the producers.
MR. CUNNINGHAM: Douglas Cunningham, Sinclair Oil

& Gas. It is the opinion of Sinclair Qil & Gas ¢

ing should be instituted in the Indian Basin gas pool. Sinclaj

recommends L00% acreage as the method for allocating allow-
ables. Sinclair believes that an allowable shcould be assigned
to unconnected as well as to connected wells, and reconmends
tornative nusber 4 as the method of accomplishing
these allowable assignments.

MR, TOMLINSON: ~ Phil Tomlinson for Atlantic Re-
fining Company. /e concur in the position of Caiifornia
Company, Ralph Lowe and Sinclair on the point of getting

proration in the field with allocation by 1L00% acreage, and

hat prorationd
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on the point of making up accrued underage at such time as the
wll will become connected.

As to the effect of sctting a precedent, this point
has necver coine up before in several vears in this state, It
doesn't seem that there was a real need in the past. This is
the time tc set a precedent. If we're going to set a precedent
this is a good time to set one, because there is a real problem
in existence.

MR; MUNDELL: Jack Mundell, with John Trigg. We
agree with Kerr-McGee and Marathon, with the exception that we
don't agree with the point of 100% acreage.

MR. NESTOR: E. W. Mestor, Shell Oil Company. Ve
own an interest in one well completed in the field and we con-
tracted to Natural Gas Pipeline, and our interest will not be
marketed until thev are able to tie us in. We believe that Mr.
Utz's recommendations for instituting prorationing in the two
pools at the time takes commence is sound, and we further agree
with his recommendation that the allocation be based on 100%
acreage.

vie foresee considerable difficulty here in the
underage problein, and a possiple ilLmpairment of correlative
rights, but even though we are on the outside looking in, we
don't like the prospect of setting a precedent which might

affect us all in making allocations to unconnected wells. ‘ie
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F o e certainly don't sec Lhls at this tiue as being necessary ox
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- § gesirable. Ve do pelieve that it would D¢ well for all of vs
p Lo é
r to keep our €YeS3 open and watch what develops, Lo s8¢ how ruch
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) . o 2 1mpa1rment of coryelative rights there is, and we¢ woulda like
o <
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o s i also tO reserve the right to come petore the Commission in the
, 5 ;
P future and giscuss the matter further. Ve would not wantc
o 2
- £ 8
. 4 S anything to pe done nov, in granting allowables tO unconnected \
¥ <
. L pan uoor
o Y % WELlZ. \
o
' T 6 g \
e ER ' 1w . PORTER: Does anyone else have 2 statement? i
o é x \
' — § % ‘ MR . HUNKER: Georde Hunker, representing Monsanto. |
g a> ‘_é % 1
, a> ¢ ; mMonsanto has DO objection to prorationing of this pool at this
S
. [ J
2;; ERE rime; but would like to resexve the right to come in and ask
; e g -
= = E: . . . e s
- = < = the Commission at a future date fox some relief with respect
= i
v - - . N - .
to unconnected wells. ronsanto has on¢ well to grill in the
]
N f£ield, and nhas over one net well at tne prescent time. \
]
. MR . PORTER: poes anyone else have a statement to
. i
e I“ake?
L GOVERNOR CAMPBELL: I think it's really refreshing
[ \
~ \ that we nhave & case of this magnitude inpvolving the production
\ of gas in New iexico, and & little competition over puving it,
~ %
| and apparently expanding markets for it., 1'm sure all of us
- !
; [ A : £ < - .
can rememper that a relatively few years ago in New 1ex1CO.
¥
—

and elsewhere to some extent, this woulé really have peen a

drug on the markete. snd I just hope for the Commission that we

e
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can yget this gas in the line as guickly as possible, and that
the Commission can assist in protecting correlative rights of
all the producers in the field. It lecks like it's going to be
a very fine field, and I'm glad there are so many here that are
interested in it.

MR, PORTER: 1 certainly hope that somebody can
influence the Federal Power Commission to move at a little
faster pare in higir Guilperations on this matter. I made
atament up at Farmington--drew this analogy, rather, in
talking to the &AMls, I told them about the incident where
my brother bought a mule one time for fifteen cents, and we
named the mule Nicodemus. He had three gaits--start, stumble
and fall; and mv brother stated that if that mule were living
today, we'd probably call him the ¥PC.

We have an invitation which we can't act on at this
time, to hold a hearing in Hobbs next April in connection witl.
the automation symposium, The Commission would certainly like
to cooperate., I understand the symposium is the 21lst and 22nd
of April, and the hearing of course would be on the 20th, if
that could be worked out. But we'll notify the proper author-
ities, and we certainly appreciate the invitation,

If there is nothing else to come before the Commissi

we will take the case undexr advisement. The hearin
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adjourned.
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