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L . A . T u r n e r 

GENERAL MANAGER — WESTERN 

U. S. PRODUCTION OPERATIONS 

WESTERN DIV IS ION September 20, 1983 P. O, D r a w e r 1150 
M i d l a n d , T X 7 9 7 0 2 

OIL CONSERVATION DIVISION 
SANTA FE 

SET* 23 1983 

Mr. Joe D. Ramey, D i r e c t o r 
O i l Conservation D i v i s i o n 
Post O f f i c e Box 2088 
Santa Fe, New Mexico 87501 

Dear Mr. Ramey: 

I n r e p l y t o your l e t t e r dated August 24, 1983, attached 
i s Gulf O i l Corporation's suggested a d d i t i o n t o the pro
posed r u l e , which had been submitted t o the I n d u s t r y f o r 
comment. 

Our suggested a d d i t i o n has been underlined. Otherwise 
the r u l e i s unchanged. 

Re: Proposed Ratable Take 
Rule Change 

Yours very t r u l y , 

L. A. TURNER 

JRF:cso 

Attachment 

A D I V I S I O N O F G U L F O I L C O R P O R A T I O N 



902. RATABLE TAKE 

(a) Any person now or hereafter engaged i n purchasing from one or 
more producers, gas produced from gas wells or casinghead gas produced from 
o i l wells shall be a common purchaser thereof withi n each common source of 
supply from which i t purchases, and as such i t shall purchase gas lawfully 
produced from gas wells or casinghead gas produced from o i l wells with which 
i t s gas transportation f a c i l i t i e s are connected i n the pool and other gas 
with which i t s gas transportation f a c i l i t i e s are connected i n the pool and 
other gas lawfully produced withi n the pool and tendered to a point on i t s 
gas transportation f a c i l i t i e s . Such purchases shall be made without unreason
able discrimination i n favor of one producer against another i n the price paid, 
the quantities purchased, the bases of measurement or the gas transportation 
f a c i l i t i e s afforded for gas of l i k e quantity, qual i t y and pressure available 
from such wells. In the event any such person i s likewise a producer, he i s 
prohibited to the same extent from discriminating i n favor of himself on 
production from gas wells or casinghead gas produced from o i l wells i n which 
he has an in t e r e s t , d i r e c t or i n d i r e c t , as against other production from gas 
wells or casinghead gas produced from o i l wells i n the same pool. For the 
purposes of t h i s r u l e , reasonable differences i n prices paid or f a c i l i t i e s 
afforded, or both, shall not constitute unreasonable discrimination i f such 
differences bear a f a i r relationship to differences i n q u a l i t y , quantity or 
pressure of the gas available or to the r e l a t i v e lengths of time during which 
such gas w i l l be available to the purchaser. The provisions of t h i s subsection 
s h a l l not apply (1) to any wells or pools used for storage and withdrawal from 
storage of natural gas o r i g i n a l l y produced not i n v i o l a t i o n of the rules, 
regulations or orders of the Division; or (2) to persons purchasing gas p r i n 
c i p a l l y for use i n the recovery or production of o i l or gas. 

(b) Any common purchaser taking gas produced from gas wells or 
casinghead gas produced from o i l wells from a common source of supply shall 
take ratably under such rules, regulations and orders, concerning quantity, 
as may be promulgated by the Division consistent with t h i s rule. The Division, 
i n promulgating such rules, regulations and orders may consider the q u a l i t y 
and d e l i v e r a b i l i t y of the gas, the pressure of the gas at the point of delivery, 
acreage at t r i b u t a b l e to the w e l l , market requirements i n the case of unprorated 
pools, and other pertinent factors; provided that f i r s t p r i o r i t y i n the purchasing 
and taking of gas sha l l at a l l times be given to casinghead gas produced from o i l 
wells, so that gas produced i n association with o i l w i l l not be wastefully vented 
and o i l production w i l l not be unnecessarily c u r t a i l e d . 

(c) Nothing i n t h i s rule shall be construed or applied to require, 
d i r e c t l y or i n d i r e c t l y any person to purchase gas of a qua l i t y or under a 
pressure or under any other condition by reason of which such gas cannot be 
economically and s a t i s f a c t o r i l y used by such purchaser by means of his gas 
transportation f a c i l i t i e s then i n service. 



SUNDANCE OIL COMPANY 

September 8, 1983 

Energy and Minerals Department " IPlk, 
Oil Conservation Division 'v^e 
Attn: Mr. Joe D. Ramey, Director 
P. 0. Box 2088 
Santa Fe, NM 87501 

RE: Proposed Ratable Take Rule Change 

Gentlemen: 

Sundance's position on referenced rule change is: 

a. Casinghead gas not sold as a result of a ratable take order 
will be wasted, whereas shut-in gas well gas will eventually 
be produced; 

b. Casinghead gas installations often have marginal economics and 
should not be discouraged by the threat of partial takes. 
Furthermore, casinghead gas sales are likely to increase oil 
recovery on marginal wells through additional revenue, more 
likely electrification, and possible reduced casing pressures; 

c. Selling and processing sour casinghead gas is preferable to flaring; 

d. A two tier ratable take arrangement, where available markets are 
allocated ratably first to casinghead and then the remainder to 
gas well gas, would be equitable while preventing waste. This 
would be implemented only after complaint and hearing. 

Thank you for your attention to this letter. Sundance will not be represented 
at the hearing. 

Yours truly, 

TTl Hermanson 
Manager, Engineering 

AH:ds 

one barclay plaza • 1675 larimer street • suite 800 • denver, Colorado 80202 • (303)820-2222 



MONTGOMERY & A N D R E W S 
PROFESSIONAL ASSOCIATION 

ATTORNEYS AND COUNSELORS AT LAW 

J. 0 . Seth (1883-1963) 
Frank Andrews (1914-1981) 

A. K. Montgomery 
Seth D. Montgomery 
Frank Andrews III 
Victor R. Ortega 
John E. Conway 
Jeffrey R. Brannen 
John B. Pound 
Gary R. Kilpatric 
Thomas W. Olson 
William C. Madison 
Walter J. Melendres 
Bruce L. Herr 
Michael W. Brennan 
Robert P. Worcester 
John B. Draper 
Nancy M. Anderson 

Jack M. Morgan 
Of Counsel 

R. Thomas Dailey 
Janet McL. McKay 
Edward F. Mitchell III 
Carrie L. Parker 
Maureen A. Sanders 
Mark F. Sheridan 
Joseph E. Earnest 
Phyllis A. Dow 
Wm. Alan Wright 
Brad V. Coryell 
Candice M. Will 
Wesley B. Howard, Jr. 
Thurman W. Moore III 
Jack L. Fortner 
Michael H. Harbour 
Lanny W. Temple, Jr. 

September 22, 1983 

SANTA FE OFFICE 
325 Paseo de Peralta 
Post Office Box 2307 

Santa Fe, New Mexico 87504-2307 

Telephone (505) 982-3873 
Telecopy (505) 982-4289 

ALBUQUERQUE OFFICE 
Suite 200 

500 Copper Avenue, N.W. 
Post Office Box 2048 

Albuquerque, New Mexico 87103-2048 

Telephone (505) 242-9677 

REPLY TO SAfyTA FE OFFICE 

FARMINGTON OFFICE 
Suite 325 

First National Bank of Farmlngton 
One First Place 

Post Office Box 2700 
Farmineton, New Mexico 87499-2700 

Telephone (505) 327-5074 

New Mexico Energy and . t 
M i n e r a l s Department , 

O i l Conserva t ion D i v i s i o n 
Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87503 

Re: I n the Mat t e r o f the Hearing C a l l e d by the New 
Mexico O i l Conservat ion Commission on I t s Own 
Mot ion t o Consider C e r t a i n Amendments t o Rule 902 
o f the O i l and Gas Rules and Regula t ions 

NMOCD Case No. 7962 
Gentlemen: 

Please be advised t h a t John F. Nance o f the o f f i c e o f 
General Counsel o f E l Paso N a t u r a l Gas Company, E l Paso, Texas, 
i s a s soc ia ted w i t h our f i r m f o r the p r e s e n t a t i o n o f evidence and 
argument i n the above-referenced case. 

Very t r u l y y o u r s , 

GRK:cs 



M O N T G O M E R Y & A N D R E W S 
PROFESSIONAL ASSOCIATION 

ATTORNEYS ANO COUNSELORS AT LAW 

J. 0. Seth (1883-1963) SANTA FE OFFICE 
Frank Andrews (1914-1981) 325 Paseo de Peralta 

September 22 , 1983 
Post Office Box 2307 

A. K. Montgomery R. Thomas Dailey September 22 , 1983 Santa Fe, New Mexico 87504-2307 
Seth D. Montgomery Janet McL. McKay 

September 22 , 1983 
Frank Andrews III Edward F. Mitchell III Telephone (505) 982-3873 
Victor R. Ortega Carrie L. Parker Telecopy (505) 982-4289 
John E. Conway Maureen A. Sanders 
Jeffrey R. Brannen Mark F. Sheridan 
John B. Pound Joseph E. Earnest ALBUQUERQUE OFFICE 
Gary R. Kilpatric Phyllis A. Dow Suite 200 
Thomas W. Olson Wm. Alan Wright 500 Copper Avenue, N.W. 
William C. Madison Brad V. Coryell Post Office Box 2048 
Walter J. Melendres Candice M. Will Albuquerque, New Mexico 87103-2048 
Bruce L. Herr Wesley B. Howard, Jr. 

Albuquerque, New Mexico 87103-2048 

Michael W. Brennan Thurman W. Moore III Telephone (505) 242-9677 
Robert P. Worcester Jack L. Fortner 

Telephone (505) 242-9677 

John B. Draper Michael H. Harbour 
Nancy M. Anderson Lanny W. Temple, Jr. FARMINGTON OFFICE 

Suite 325 
Jack M. Morgan First National Bank of Farmington 

Of Counsel One First Place 
Post Office Box 2700 

REPLY TO SANTA FE OFFICE Farmington, New Mexico 87499-2700 

Telephone (505) 327-5074 

New Mexico Energy and 
M i n e r a l s Department 

O i l C o n s e r v a t i o n D i v i s i o n 
Land O f f i c e B u i l d i n g 
Santa F e , New Mexico 87503 

Re: I n the Mat te r o f the Hearing Ca l l ed by the New 
Mexico O i l Conservat ion Commission on I t s Own 
Mot ion t o Consider C e r t a i n Amendments to Rule 902 
o f the O i l and Gas Rules and Regula t ions 

NMOCD Case No. 7962 
Gentlemen: 

Please be advised t h a t John F. Nance o f the o f f i c e o f 
General Counsel o f E l Paso N a t u r a l Gas Company, E l Paso, Texas, 
i s associa ted w i t h our f i r m f o r the p r e s e n t a t i o n o f evidence and 
argument i n the above-referenced case. 

Very t r u l y your s , 

/ G a r V R . K i l p a t r i c 

GRK:cs 


