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WHEREUPON, the f o l l o w i n g proceedings were had a t 

9:45 a.m.: 

CHAIRMAN LEMAY: We s h a l l now c a l l Case Number 

11,468, which i s the matter c a l l e d by the O i l Conservation 

D i v i s i o n on i t s own motion t o consider the proposed A p r i l , 

1996 - September, 1996, allowable f o r p r o r a t e d pools i n New 

Mexico. 

I ' d l i k e t o c a l l f o r appearances now i n Case 

Number 11,4 68. 

MR. CARROLL: May i t please the Commission, my 

name i s Rand C a r r o l l and I'm here representing the O i l 

Conservation D i v i s i o n . I have one witness. 

CHAIRMAN LEMAY: Thank you, Mr. C a r r o l l . 

A d d i t i o n a l appearances? 

MR. CARR: May i t please the Commission, my name 

i s W i l l i a m F. Carr. 

I ' d l i k e t o enter an appearance on behalf of 

Amoco Production Company and Chevron USA Production 

Company. 

CHAIRMAN LEMAY: Thank you. How many witnesses, 

B i l l ? 

MR. CARR: I have no witnesses. 

I have one statement f o r Amoco on the San Juan 

Basin and statements t o present f o r Chevron on the I n d i a n 

Basin also. 
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CHAIRMAN LEMAY: Okay, thank you. 

Mr. Bruce? 

MR. BRUCE: Jim Bruce of the Hinkle law f i r m i n 

Santa Fe. 

I'm representing Exxon Corporation, and I have 

one witness, and I'm here f o r the Tubb, B l i n e b r y and 

Eumont. 

CHAIRMAN LEMAY: Thank you. 

A d d i t i o n a l appearances? Mr. Kellahin? 

MR. KELLAHIN: Mr. Chairman, I'm Tom K e l l a h i n of 

the Santa Fe law f i r m of K e l l a h i n and K e l l a h i n , appearing 

t h i s morning on behalf of Marathon O i l Company and Kerr-

McGee Corporation. Both companies have a request i n 

southeastern New Mexico. 

CHAIRMAN LEMAY: Any witnesses? 

MR. KELLAHIN: No, s i r . 

CHAIRMAN LEMAY: Okay. A d d i t i o n a l appearances? 

I' d j u s t l i k e t o s t a t e a l i t t l e ahead of time 

what we're doing t h i s time. I n f a c t , our witness who we 

a l l know, Jim Morrow, who was the a r c h i t e c t of t h i s 

concept, we thought we'd t r y i t out, t h a t being, i f there's 

any confusion, we put out those d e f a u l t allowables out 

the r e . 

They're p r e t t y much the same allowables we've had 

f o r some time, and I know both my Commissioners have t o l d 
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me more than once t h a t we — i t ' s k i n d of s i l l y t o come 

here and l i s t e n t o the same t h i n g over and over again when 

we have agreement out there what i t should be. 

So i n the i n t e r e s t of e f f i c i e n c y , I guess you'd 

say — Now, these allowables are out the r e , they're 

j u s t i f i e d w i t h production, the s u b t r a c t i o n , a l l t h a t . 

They're j u s t numbers t h a t we f e e l are appropriate under 

h i s t o r i c a l c o n d i t i o n s and curr e n t c o n d i t i o n s . And i f f o r 

any reason you're disagreeing w i t h these — e i t h e r they're 

not high enough or they're too high -- then w e ' l l take 

testimony on i t . 

But otherwise, j u s t the support of i t , g e n e r a l l y 

i t speaks f o r i t s e l f . And t h a t ' s what we're t r y i n g out 

t h i s time. 

So t h a t ' s k i n d of the format we're going t o work 

today, and then w e ' l l take some comment on whether you a l l 

l i k e t h i s , or maybe my f e l l o w Commissioners here w i l l have 

a d d i t i o n a l suggestions t h a t we can employ. 

With t h a t , w e ' l l begin. 

Mr. C a r r o l l ? 

MR. CARROLL: I c a l l Jim Morrow t o the stand. 

CHAIRMAN LEMAY: Let's — Before we do t h a t , I'm 

so r r y , Jim, you and others t h a t are going t o giv e 

testimony, would you stand and r a i s e your r i g h t hand? 

(Thereupon, the witnesses were sworn.) 
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JIM MORROW, 

the witness h e r e i n , a f t e r having been f i r s t duly sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARROLL: 

Q. Mr. Morrow, w i l l you please s t a t e your name and 

your place of residence f o r the record? 

A. Yes, s i r , my name i s Jim Morrow. I l i v e i n 

Au s t i n , Texas. 

Q. Mr. Morrow, w i l l you please describe the capacity 

i n which you're employed by the D i v i s i o n a t current? 

A. Yes, s i r , I'm on co n t r a c t on a c o n s u l t i n g basis. 

Q. And f o r what matters does your c o n s u l t i n g 

c o n t r a c t cover? 

A. Mostly the gas p r o r a t i o n process, a few other 

t h i n g s . 

Q. Mr. Morrow, have you t e s t i f i e d before the 

Commission before regarding p r o r a t i o n matters and had your 

q u a l i f i c a t i o n s accepted as an expert witness? 

A. Yes, s i r . 

MR. CARROLL: Mr. Chairman, I o f f e r Mr. Morrow as 

an expert witness on p r o r a t i o n matters. 

CHAIRMAN LEMAY: His q u a l i f i c a t i o n s are 

acceptable. 

Q. (By Mr. C a r r o l l ) Mr. Morrow, are you prepared 
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today t o make c e r t a i n recommendations regarding allowables 

f o r p r o r a t e d pools i n New Mexico? 

A. Yes. 

Q. And how are your recommendations set f o r t h ? 

A. Mostly they were o u t l i n e d i n a l e t t e r which -- or 

a memorandum — which B i l l LeMay sent out t o i n d u s t r y i n 

January. And he reviewed those t h i s morning, those 

recommendations. 

We're proposing t h a t we take the allowable 

a l l o c a t i o n f a c t o r s t h a t have been used i n recent p r o r a t i o n 

periods and adopt those f o r the next p e r i o d , the A p r i l -

through-September period, and then continue t o use those 

same f a c t o r s on a c o n t i n u i n g basis, so long as they are 

ap p r o p r i a t e . 

I f we see, here at OCD, or someone i n i n d u s t r y 

has a need t o change one of those -- and there may, 

c e r t a i n l y from a l l i n d i c a t i o n s , be some changes here t h i s 

morning t h a t w i l l be recommended i n c e r t a i n pools, but we 

b e l i e v e those w i l l be confined t o maybe one or two pools 

each time so t h a t we can speed up the process and s k i p some 

of the testimony t h a t u s u a l l y goes on at these hearings by 

saying t h a t we w i l l use these f a c t o r s more or less as 

d e f a u l t allowable a l l o c a t i o n f a c t o r s , unless someone shows 

us t h a t we should change. 

Does t h a t e x p l a i n what I'm — 
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Q. Yeah. And are these d e f a u l t f a c t o r s set f o r t h i n 

what has been marked OCD E x h i b i t Number 1? 

A. Yes, they are. And those are the same f a c t o r s 

t h a t are i n e f f e c t now. 

Q. Do you have anything else t o say about E x h i b i t 

Number 1? 

A. No. 

Q. Okay, l e t ' s move on t o E x h i b i t Number 2. What 

does t h i s show us? 

A. This shows the decline i n the number of acreage 

f a c t o r s i n both southeast New Mexico and northwest New 

Mexico over the past several years. 

As production has increased i n the s t a t e and 

we've moved the allowables up i n these pools t o a l l o w them 

t o produce more t o meet demand, the number of nonmarginal 

w e l l s has shown a s i g n i f i c a n t d e c line, as t h i s shows. 

This i s the number of acreage f a c t o r s , which i s 

roughly c o r r e l a t a b l e t o the number of pror a t e d w e l l s i n a l l 

the pools i n southeast New Mexico and a l l the pools i n 

northwest New Mexico, added up f o r each year. 

And you can see t h a t there's -- p r o r a t i o n i s 

r e a l l y not a f f e c t i n g production i n -- t o any l a r g e e x t e n t , 

e i t h e r i n the southeast or the northwest. 

Q. Mr. Morrow, l e t ' s t u r n t o E x h i b i t Number 3, and 

Number 3 j u s t provides more of t h i s i n f o r m a t i o n , more 

STEVEN T. BRENNER, CCR 
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d e t a i l e d i n f o r m a t i o n t h a t was contained on E x h i b i t Number 

2? 

A. Yes, s i r . This i s — There are s i x f i e l d s which 

were selected, and the production, monthly average 

pro d u c t i o n , as w e l l as the number of nonmarginal acreage 

f a c t o r s i n each pool, i s summarized here t o show, f o r the 

most p a r t , increased production w i t h time, i n most of the 

pools, and a decl i n e i n the number of nonmarginal acreage 

f a c t o r s . 

MR. CARROLL: Mr. Chairman, may I approach the 

witness? 

CHAIRMAN LEMAY: Yes, please do. 

(Off the record) 

Q. (By Mr. C a r r o l l ) Mr. Morrow, what do E x h i b i t s 

Number 4 and 5 show us? 

A. E x h i b i t s 4 and 5 are the market demand and 

allowable determination schedules which we -- which the 

ONGARD system generates. Normally, we — and the ONGARD 

system d i d generate these f o r the A p r i l of 1996 through 

September, 1996, periods. 

And normally what we do i s put pool adjustments 

i n t o these schedules t o b r i n g the allowables t o what we 

consider the desired l e v e l , c i r c u l a t e those t o i n d u s t r y , 

and then receive comments at t h i s hearing. 

This time we d i d n ' t do t h a t . We chose t o 

STEVEN T. BRENNER, CCR 
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recommend t h a t the e x i s t i n g allowables be continued, and 

we've put these i n as e x h i b i t s j u s t f o r the record, f o r 

comparison purposes, so t h a t you can look a t what we've 

recommended and compare what ONGARD has sa i d should be the 

s t a r t i n g place f o r the allowables, j u s t t o see i t f o r 

comparison purposes, t o -- and t o have t h a t data i n the 

record. 

Q. Right. But the OCD's recommendations are 

contained i n E x h i b i t Number 1 — 

A. As shown i n E x h i b i t Number 1. 

MR. CARROLL: — not Numbers 4 and 5? 

A l l r i g h t . Mr. Chairman, I o f f e r what have been 

marked OCD E x h i b i t s 1 through 5 as evidence t o be entered 

i n t o the record. 

CHAIRMAN LEMAY: Without o b j e c t i o n , E x h i b i t s 1 

through 5 w i l l be admitted i n t o the record. 

And questions of the witness? 

Mr. Kellahin? 

MR. KELLAHIN: Thank you, Mr. Chairman. 

Good morning, Jim. 

THE WITNESS: Hell o , Tom. 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Question of c l a r i f i c a t i o n , Mr. Morrow, please. 

On E x h i b i t 4, when I look down — And perhaps we 

STEVEN T. BRENNER, CCR 
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could p i c k the column over — i t ' s the t h i r d from the r i g h t 

t h a t says the monthly nonmarginal pool allowable, and i f we 

read down t o the Blinebry, you get 38,000. Do you see t h a t 

number? 

A. Yes. 

Q. I f you t u r n over on E x h i b i t 1 and f i n d the 

Bl i n e b r y again, which i s the second row down under the 

pool — 

A. Right. 

Q. — monthly a l l o c a t i o n , F l , i s 44,000-plus. 

A. Right. 

Q. Are those two d i f f e r e n t numbers, or should they 

be the same? 

A. No, they shouldn't be the same. The ONGARD 

system believed there were no nonmarginal acreage f a c t o r s 

i n the Bl i n e b r y . 

Q. And we know t h a t ' s not correct? 

A. That's not r i g h t . So — Or I don't t h i n k i t ' s 

r i g h t . 

So the monthly acreage a l l o c a t i o n f a c t o r would be 

zero i f there's nothing t o a l l o c a t e any allowable t o . 

Since there probably i s , we have suggested here t h a t the 

allowable be set at 44,500. 

Q. A l l r i g h t . 

So the request by the D i v i s i o n t o the Commission 

STEVEN T. BRENNER, CCR 
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i s t o use page 1 — E x h i b i t 1, these monthly a l l o c a t i o n 

numbers, and not be disturbe d i f i t doesn't match or can't 

be explained when you look a t E x h i b i t 4? 

A. That's r i g h t . 

Q. A l l r i g h t . When we look --

A. Even i f there were no nonmarginal acreage 

f a c t o r s , as there probably are not i n the Atoka-Penn, we 

would recommend these f a c t o r s , or some p o s i t i v e number 

other than zero, because the system assigns a shadow 

allowable even t o the marginal w e l l s , and we need a number 

i n t h e r e t o assign t o each one of the marginal w e l l s as a 

shadow w e l l . 

Q. What's happening i n the I n d i a n Basin Upper Penn 

Gas Pool? When you look a t E x h i b i t Number 4 and you read 

down under the monthly nonmargin allowables, you see 

330,000 — 

A. Yes, s i r . 

Q. — and then you come over and you compare t o what 

I b e l i e v e i s a consensus of the operators i n t h a t p o o l , 

which i s t o continue the 200,000 — 

A. Right, instead of 165,000, we're proposing t h a t 

the 200,000 be used. 

The acreage a l l o c a t i o n f a c t o r i s i n the l a s t 

column, Tom. 

Q. Ah, I'm read- — A l l r i g h t . 

STEVEN T. BRENNER, CCR 
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A. That's the one you need t o compare i t w i t h what 

we recommend --

Q. Okay, on E x h i b i t 4, the f a r r i g h t column i s the 

one I need t o look a t when I compare t o the E x h i b i t 1? 

A. Yes, s i r . 

Q. A l l r i g h t . L a s t l y , then, on the I n d i a n Basin 

Morrow Gas Pool, on E x h i b i t 4, i t ' s 14.5, and then on 

E x h i b i t 1 i t ' s 20.6. 

What's the d i f f e r e n c e there? What's the 

explanation f o r the dif f e r e n c e ? 

A. Well, the system took the numbers and ground 

through them and said the allowable should be 14 m i l l i o n a 

month. 

Q. Okay. 

A. Instead of t h a t , we're recommending 20 m i l l i o n a 

month. 

Q. A l l r i g h t . And then from t h i s E x h i b i t 1, 

companies t h i s morning t h a t want t o request adjustments 

would be making adjustments as t o E x h i b i t 1? 

A. That's r i g h t . 

MR. KELLAHIN: A l l r i g h t , s i r . Thank you, Mr. 

Morrow. 

CHAIRMAN LEMAY: Thank you, Mr. K e l l a h i n . 

A d d i t i o n a l questions of the witness? 

Commissioner Bailey? 

STEVEN T. BRENNER, CCR 
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EXAMINATION 

BY COMMISSIONER BAILEY: 

Q. ONGARD i s constantly progressing. Do you expect 

w i t h i n s i x months t h a t i t w i l l be more r e l i a b l e than t h i s ? 

A. I guess I shouldn't respond t o t h a t . I have not 

been out here and up against i t l i k e you a l l have. You 

probably know b e t t e r than I do, Jami. 

Q. As f a r as you know, though, i s there work 

c o n t i n u i n g t o be able t o come up w i t h a cl o s e r c o r r e l a t i o n 

here, or 

A. As f a r as I know, i t i s •— 

Q. — anything l i k e that? 

A. — i t i s progressing, yes. But as f a r — as t o 

the s i x months, I'm not sure about t h a t . 

Q. Do you see any lack or any change i n 

responsiveness i f t h i s d e f a u l t system i s put i n t o e f f e c t ? 

A. Any — Say i t again? 

Q. Do you see any change i n the responsiveness of 

the Commission t o ind u s t r y ' s needs i f t h i s d e f a u l t system 

i s put i n t o e f f e c t ? 

A. We would probably gr a d u a l l y look a t them a l i t t l e 

l ess i f the number of nonmarginal w e l l s continues t o 

de c l i n e . You know, as i t gets t o zero and stays zero a few 

months or a few periods, we would probably go ahead and 

j u s t drop t h a t pool from the p r o r a t i o n process. 
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But, you know, as long as there's some 

nonmarginal w e l l s there, I t h i n k i f anything we probably 

should look a t i t even closer than we are now. And as 

ONGARD gets t o p r o v i d i n g b e t t e r data, I t h i n k w e ' l l look a t 

t h a t c l o s e r . 

CHAIRMAN LEMAY: Okay, Commissioner Weiss? 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. Haven't we t r i e d t o deregulate or deprorate some 

of these, a couple f i e l d s ? 

A. Yes, s i r , we d i d drop several of them. Several 

have been dropped from here which don't even appear on 

here. 

Q. What's been the e f f e c t of th a t ? 

A. None t h a t I know of. 

COMMISSIONER WEISS: Thank you. 

THE WITNESS: And there's — You know, there's 

one or two t h a t are f a i r l y close t o being recommended f o r 

dropping now. 

COMMISSIONER WEISS: Thank you. 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. Jim, I guess we're t a l k i n g about something less 

than one percent, three-quarters of one percent of the 

w e l l s i n the s t a t e . We've got 20,000-plus gas w e l l s , and 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

18 

we're only c u r t a i l i n g 192 of them? 

A. Yes. 

Q. Or 182, I guess, yeah, a very small percentage of 

the w e l l s being — 

A. I t i s , yes, very small p a r t of your business. 

CHAIRMAN LEMAY: Yeah, okay. Appreciate i t , 

a ppreciate your recommendations. 

Anything else? 

COMMISSIONER WEISS: No. 

CHAIRMAN LEMAY: Any other questions of the 

witness? 

Thank you very much, Mr. Morrow. You may be 

excused. 

Anything else, Mr. C a r r o l l ? 

MR. CARROLL: That's a l l I have, Mr. Chairman. 

CHAIRMAN LEMAY: Okay. Mr. Carr? 

We u s u a l l y run t h i s southeast-northwest. Do you 

s t i l l want t o do t h a t , or are your witnesses — I mean, we 

can do t h a t i f we have a l o t of testimony on t h a t . What 

does your witness — 

MR. CARR: I don't t h i n k we care. I'm not 

in t e n d i n g t o c a l l a witness myself. 

CHAIRMAN LEMAY: Oh, I'm so r r y , t h a t ' s r i g h t . 

You j u s t have statement? 

MR. CARR: I have a general statement on the 
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northwest, r i g h t . 

CHAIRMAN LEMAY: Okay. Well, l e t ' s — I'm so r r y , 

I had the one there and couldn't see t h a t . Mr. Bruce, you 

have a witness, don't you? 

MR. BRUCE: Yeah, we have a witness on the 

southeast. 

CHAIRMAN LEMAY: On the southeast, okay. Let's 

swear him i n , and you're on. 

My notes here i n d i c a t e , I t h i n k , t h i s w i l l be the 

only witness. The r e s t have statements, or i s the r e anyone 

else going t o be a witness? 

Okay, w e ' l l do t h i s w i t h statements then. 

WILLIAM T. DUNCAN, J r . , 

the witness h e r e i n , a f t e r having been f i r s t duly sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please s t a t e your name f o r the record? 

A. My name i s W i l l i a m Thomas Duncan, J r . 

Q. Who do you work f o r and i n what capacity? 

A. I work f o r Exxon Corporation as a s t a f f engineer 

i n the r e g u l a t o r y compliance group 

Q. Have you pr e v i o u s l y t e s t i f i e d before the 

Commission as a petroleum engineer? 

A. Yes, I have. 
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Q. And were your c r e d e n t i a l s as an expert accepted 

as a matter of record? 

A. Yes, they were. 

Q. And are you f a m i l i a r w i t h the gas p r o r a t i o n i n g i n 

the Tubb and Blin e b r y Pools? 

A. Yes, I am. 

MR. BRUCE: Mr. Chairman, I would tender Mr. 

Duncan as an expert petroleum engineer. 

CHAIRMAN LEMAY: His q u a l i f i c a t i o n s are 

acceptable. 

Q. (By Mr. Bruce) What three pools are you here f o r 

today, Mr. Duncan? 

A. We're here f o r the Tubb, B l i n e b r y and the Eumont 

Pools. 

Q. Okay. Well, l e t ' s discuss the Tubb f i r s t . What 

i s Exxon's proposal i n the Tubb? 

A. Exxon i s proposing t o r a i s e the nonmarginal 

acreage a l l o c a t i o n f a c t o r f o r the Tubb Gas Pool t o 

18,425,000 per month. 

Q. And what type of increase i s t h a t , or what amount 

from the proposal contained i n the hearing notice? 

A. That i s a 10-percent increase from the proposal 

i n the hearing n o t i c e . 

Q. Does Exxon have w e l l s l i m i t e d by c u r r e n t 

allowables i n the Tubb pool? 
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A. Yes, we do. 

Q. Okay. Well, l e t ' s r e f e r t o E x h i b i t 1, and would 

you i d e n t i f y t h a t and discuss i t s contents f o r the 

Commission? 

A. E x h i b i t Number 1 i s a t a b u l a t i o n of Exxon's 

allowable l i m i t e d gas p r o r a t i o n u n i t s i n the Tubb pool. 

We've l i s t e d two wells on t h i s p a r t i c u l a r e x h i b i t , the New 

Mexico S State Well Number 2 0 and the New Mexico S State 

Well Number 13U. 

Each of those w e l l s has a 160-acre gas p r o r a t i o n 

u n i t w i t h an acreage f a c t o r of one, and c u r r e n t c a p a b i l i t y 

i n excess of the t r i a l allowable t h a t was included i n the 

n o t i c e and i n excess of the allowable t h a t we're proposing, 

which i s a 10-percent increase. 

There remains some a d d i t i o n a l c a p a b i l i t y t h a t 

would not be r e a l i z a b l e , but we're proposing a 10-percent 

increase as shown. 

Q. Okay. Why don't you r e f e r t o E x h i b i t s 2A, 2B and 

2C and discuss the reason f o r your proposed increase as i t 

r e l a t e s t o the S State Number 20 well? 

A. Okay. E x h i b i t s 2A, 2B and 2C are a l l d e t a i l on 

the New Mexico S State Number 20, showing the produc t i o n 

h i s t o r y of t h a t w e l l . 

E x h i b i t Number 2A i s a t a b u l a t i o n showing f o r 

t h i s p a r t i c u l a r w e l l i t s production h i s t o r y from October of 
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1994 through c u r r e n t and then extending on i n t o the f u t u r e , 

through September of 199 6. 

The monthly sales i s shown i n the second column 

on the e x h i b i t . 

The allowable f o r the w e l l i s shown i n the t h i r d 

column. 

The monthly over- or under-status — i n t h i s case 

i t ' s over-status — i s shown i n the f o u r t h column. 

And the f i f t h column or f a r r i g h t column i s the 

cumulative overproduction f o r the w e l l . 

The New Mexico S State Number 2 0 has produ c t i o n 

included i n t h i s t a b u l a t i o n through the end of November, 

1995. Anything a f t e r the end of November, 1995, i s 

estimated. So as you see, we've estimated t h a t the w e l l 

w i l l continue t o produce and s e l l gas at a r a t e of about 

18,500,000 per month. 

As you look at the cumulative overproduction 

column on the f a r r i g h t , the w e l l produced through the end 

of September, 1995, at which time i t was s i x times 

overproduced at t h a t p o i n t . 

The acreage a l l o c a t i o n f a c t o r was increased a t 

t h a t — at the hearing i n August and became e f f e c t i v e i n 

October of 1995, and t h e r e f o r e the w e l l continued t o 

produce and accumulated a d d i t i o n a l overproduction. And i f 

the allowable a l l o c a t i o n f a c t o r i s not increased over 
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what's included i n the n o t i c e , the w e l l w i l l be s i x times 

overproduced during the months of August and September. 

Q. Okay. Does E x h i b i t 2B show s i m i l a r data, then? 

A. Yes, E x h i b i t 2B i s e x a c t l y the same type of 

p r e s e n t a t i o n , w i t h the one change t h a t f o r t h i s w e l l we've 

included, instead of the a l l o c a t i o n f a c t o r t h a t was 

included i n the n o t i c e , we've increased the a l l o c a t i o n 

f a c t o r by 10 percent, t o 18,425,000 per month. 

With t h i s change, the w e l l can continue t o 

produce throughout the e n t i r e balancing p e r i o d w i t h o u t 

going s i x times over. 

Q. And what i s E x h i b i t 2C? 

A. E x h i b i t Number 2C i s simply a p l o t of what was 

shown on E x h i b i t 2B. Again, i t ' s f o r the New Mexico S 

State 20, and i t includes our proposed Tubb allo w a b l e . 

We've shown the same period, and you can see t h a t 

the allowable and sales get very, very close f o r the e n t i r e 

April-through-September balancing p e r i o d . 

Q. Do E x h i b i t s 3A, 3B and 3C show s i m i l a r data, 

then, f o r the S State 13U well? 

A. That's c o r r e c t , and they're i n the same format. 

For the 13U on E x h i b i t Number 3A, i t shows t h a t 

w h i l e the w e l l never gets more than s i x times overproduced, 

i t does approach f i v e times overproduced w i t h the allowable 

a l l o c a t i o n f a c t o r t h a t ' s proposed i n the n o t i c e . 
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E x h i b i t 3B shows t h a t w i t h the 10-percent 

increase i n the allowable a l l o c a t i o n f a c t o r , the w e l l i s — 

i t s overproduction i s moderated somewhat. 

The p l o t i n E x h i b i t 3C shows t h a t the w e l l i s 

s t i l l — s t i l l has s i g n i f i c a n t c a p a b i l i t y i n excess of 

allowable, even w i t h the proposed Tubb allowable, but, you 

know, we are proposing only a 10-percent increase. 

I f anyone else proposes more, we would support 

t h a t too, but we're proposing a 10-percent increase. 

Q. I s there — Does Exxon have a d d i t i o n a l p o t e n t i a l 

t o increase production from the Tubb Pool? 

A. Yes, we do. The production increases t h a t we've 

seen i n the past two or three years are j u s t the r e s u l t of 

a f a i r l y aggressive production program, j u s t t r y i n g t o keep 

our w e l l s producing at t h e i r greatest a b i l i t y . 

And we have a d d i t i o n a l work t h a t we do plan t o 

do. They're not major t h i n g s , they're i n some cases not 

even workovers, but we do believe t h a t we can continue 

producing a t c u r r e n t rates or even higher over the next 

couple of years. 

Q. Let's move on t o the Blinebry. Again, what i s 

your proposal on the Blinebry, as f a r as allowable? 

A. Exxon i s proposing t h a t the B l i n e b r y nonmarginal 

a l l o c a t i o n f a c t o r be increased by 10 percent a l s o , from 

44,500 — a c t u a l l y from the c u r r e n t 42,500 t o 46,800. 
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Q. Okay. Well, l e t ' s move on t o your E x h i b i t 4. 

What does t h a t show? 

A. E x h i b i t 4 shows the same type of t a b u l a t i o n t h a t 

you saw f o r the beginning of E x h i b i t Number — I guess i t ' s 

E x h i b i t Number 1. 

Q. E x h i b i t 1? 

A. I t shows t h a t we have one allowable l i m i t e d gas 

p r o r a t i o n u n i t i n the Blinebry, the New Mexico S State 

Number 38. 

That w e l l has an acreage f a c t o r of 0.5, c u r r e n t 

c a p a b i l i t y of about 27 m i l l i o n cubic f e e t per month, and 

the t r i a l allowable or the allowable t h a t you would get 

w i t h the acreage f a c t o r t h a t ' s a c t u a l l y shown on the n o t i c e 

would be 2 2,27 5 per month. 

We're proposing t h a t the nonmarginal a l l o c a t i o n 

f a c t o r be increased 10 percent from the 42,550 t h a t was i n 

e f f e c t d u r i n g the summer — excuse me, duri n g the w i n t e r . 

And t h a t would give us a proposed allowable f o r t h i s w e l l 

of 23,400 per month, and t h a t s t i l l leaves capacity i n 

excess of the allowable. 

Q. And what are E x h i b i t s 5A through 5D? 

A. 5A i s a t a b u l a t i o n f o r Well Number 38 showing the 

w e l l ' s h i s t o r y and i t s forecasted cumulative overproduction 

on the f a r right-hand column. 

I t shows t h a t w i t h the w e l l c o n t i n u i n g t o produce 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

a t i t s capacity of about 27 m i l l i o n per month, the w e l l 

would be about 85 m i l l i o n cubic f e e t overproduced a t the 

end of the next — t h i s coming balancing p e r i o d . That i s 

w i t h the allowable set at the r a t e -- w i t h the allowable 

a l l o c a t i o n f a c t o r set j u s t l i k e i t was duri n g t h i s past 

a l l o c a t i o n p e r i o d , or balancing p e r i o d . 

E x h i b i t Number 5B changes t h a t allowable 

a l l o c a t i o n f a c t o r t o the 44,550, which was shown i n the 

n o t i c e , and t h e r e f o r e you can see i n the bold numbers down 

at the bottom of the page t h a t the allowable i s increased 

somewhat. But the w e l l i s s t i l l s i g n i f i c a n t l y overproduced 

a t the end of the period . 

E x h i b i t Number 5C shows i n bold a t the bottom of 

the page the proposed allowable a l l o c a t i o n f a c t o r , reduced 

t o the allowable f o r t h i s p a r t i c u l a r w e l l , and i t shows 

t h a t the cumulative overproduction would be somewhat l e s s , 

although the w e l l would s t i l l be producing i n excess of i t s 

allowable. 

E x h i b i t Number 5D i s a t a b u l a t i o n of t h i s same 

i n f o r m a t i o n , again w i t h the w e l l -- You can see on the f a r 

ri g h t - h a n d side of the p l o t t h a t the l a s t s i x months shows 

the w e l l t o be producing i n excess of allowable, but t h a t 

the cumulative overproduction would be reduced somewhat by 

an increase i n the acreage a l l o c a t i o n f a c t o r . 

Q. And again, does Exxon have ongoing workover 
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programs i n the Blinebry pool? 

A. Well, workover and work programs, also r e l a t e d t o 

surface production equipment and r e s t r i c t i o n s t h a t we might 

be able t o e l i m i n a t e . 

Q. And g e n e r a l l y what Exxon has been doing has been 

r e l a t i v e l y low-cost work programs? 

A. That's c o r r e c t , very low-cost. 

Q. And as a r e s u l t , I t h i n k we've been here f o r 

about the l a s t three years, Mr. Duncan, asking various 

increases i n the allowables because of the w e l l — or 

production r e s t r i c t i o n s i n those three pools? 

A. That's c o r r e c t . 

Q. I s there a market f o r the a d d i t i o n a l gas? 

A. Yes, there very much i s . We have had -- We have 

been working w i t h f i v e d i f f e r e n t gas purchasers d u r i n g the 

past — recent months, t o t r y and s a t i s f y t h e i r f u t u r e 

demands f o r gas, and they are very much i n t e r e s t e d i n 

g e t t i n g more gas from the leases t h a t we operate i n these 

pools. 

Q. Just one question on the Eumont, Mr. Duncan. 

What i s Exxon's p o s i t i o n on the proposed Eumont allowable? 

A. We propose — or support s e t t i n g i t a t the l e v e l 

t h a t was included i n the n o t i c e and b e l i e v e t h a t we w i l l be 

able t o produce very close t o some of those nonmarginal 

r a t e s . 
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Q. Were E x h i b i t s 1 through 5D prepared by you or 

under your d i r e c t i o n ? 

A. Yes, they were. 

Q. And i n your opinion, i s the g r a n t i n g of Exxon's 

proposals i n the i n t e r e s t s of conservation and the 

prevention of waste? 

A. Yes. 

MR. BRUCE: Mr. Chairman, I ' d move the admission 

of Exxon E x h i b i t s 1 through 5D. 

CHAIRMAN LEMAY: Without o b j e c t i o n , Exxon's 

E x h i b i t s 1 through 5D w i l l be admitted i n t o the record. 

MR. BRUCE: And I have no f u r t h e r questions. 

CHAIRMAN LEMAY: Questions of Mr. Duncan? Mr. 

C a r r o l l ? 

MR. CARROLL: Yes, I have one. 

EXAMINATION 

BY MR. CARROLL: 

Q. Mr. Duncan, how many prorated w e l l s does Exxon 

have i n each of these pools? 

A. We have c u r r e n t l y two nonmarginal w e l l s i n the 

Bl i n e b r y Pool and one i n the Tubb, and c u r r e n t l y we're j u s t 

below nonmarginal status f o r our Eumont w e l l s . 

MR. CARROLL: Thank you. 

CHAIRMAN LEMAY: Other questions? Commissioner 

Bailey? 
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EXAMINATION 

BY COMMISSIONER BAILEY: 

Q. Production f o r these w e l l s r e f l e c t s the work t h a t 

you d i d i n e a r l y 1995? 

A. Continuing work. I t ' s not j u s t a one-time piece 

of work. 

For instance, i n one of the w e l l s — I b e l i e v e i t 

was the Well Number 38, I believe we i n s t a l l e d a plunger 

l i f t i n t h a t w e l l . I t might have been the S State 20. But 

i n cases l i k e t h a t where we're i n s t a l l i n g a new a r t i f i c i a l 

l i f t mode, then the subsequent months u s u a l l y show 

increases t h a t are j u s t increases based on the f i e l d 

personnel l e a r n i n g t o operate t h a t p a r t i c u l a r piece of 

equipment b e t t e r . 

So there are increases a f t e r a major investment, 

o f t e n , t h a t are j u s t l i n i n g out or improvements i n 

product i o n operations. 

De-bottlenecking i s also a f a c t o r . 

Q. Do you expect these w e l l s w i l l be the most 

successful of the workovers t h a t you contemplate? 

A. No, a c t u a l l y we're not looking a t any s i g n i f i c a n t 

workover program, more de-bottlenecking i n the f u t u r e . 

COMMISSIONER BAILEY: Okay, t h a t ' s a l l I have. 

CHAIRMAN LEMAY: Commissioner Weiss? 

COMMISSIONER WEISS: I have no questions. 
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EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. You had two w e l l s c u r t a i l e d out of how many? How 

many w e l l s does t h a t have i n the Tubb f i e l d ? 

A. Oh, gee, offhand I can't r e c a l l . I can r e f e r t o 

the p r o r a t i o n schedule and t e l l you. 

Q. Just a guess i s a l l r i g h t . I j u s t wondered, two 

out of how many? 

A. I t h i n k e i g h t . 

Q. Eight? 

A. Let me see. 

We've got s i x gas p r o r a t i o n u n i t s shown. Some of 

those gas p r o r a t i o n s have m u l t i p l e w e l l s on them. 

Q. How about Blinebry, offhand? Do you know? 

A. Bli n e b r y . Offhand, I ' d say 16, but l e t me check. 

Q. I j u s t wondered what percentage, roughly, of the 

w e l l s t h a t you have i n the f i e l d are c u r t a i l e d . 

A. The l a s t time I checked, we were i n the 10-

percent range of the pool. I don't remember whether t h a t ' s 

based on a w e l l basis or on a volume basis. So we're — 

We're not the l a r g e s t operator i n the pools. 

Q. Does the higher allowable -- I s i t easier t o get 

a u t h o r i z a t i o n t o propose workovers and spend some money i n 

New Mexico on other wells? 

A. Very much so. I n f a c t , the f i r s t question t h a t ' s 
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asked when you're proposing anything from a surface 

standpoint or a subsurface standpoint i s whether an 

a d d i t i o n a l production increase w i l l be r e a l i z a b l e w i t h the 

allowables i n place. And i f you can't answer t h a t question 

the r i g h t way, w e l l , the work j u s t i s n ' t done. I t can't be 

j u s t i f i e d . 

CHAIRMAN LEMAY: Thank you. Commissioner Weiss? 

COMMISSIONER WEISS: I have no — 

CHAIRMAN LEMAY: Any other questions of Mr. 

Duncan? 

Thank you. You may be excused, B i l l . Thank you. 

There are no other witnesses, I take i t , so why 

don't we wrap i t up w i t h some statements? Now, Mr. Carr. 

MR. CARR: May i t please the Commission, I would 

l i k e t o make j u s t a b r i e f statement on behalf of Amoco. 

Amoco Production Company concurs w i t h the 

recommendations and suggestions set f o r t h i n the January 

2 6th memorandum from Mr. LeMay. They encourage the 

Commission t o adopt the allowable f a c t o r s used f o r October, 

1995, through March, 1996, f o r t h a t a l l o c a t i o n p e r i o d , on a 

co n t i n u i n g basis, and they would support using these 

f a c t o r s f o r f u t u r e a l l o c a t i o n periods u n t i l such time as i t 

i s determined t h a t changes are needed, and we b e l i e v e based 

on past experience the changes t h a t you're c o n s i d e r i n g are 

appr o p r i a t e , and we would encourage you t o do i t . 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

32 

Now, on behalf of Chevron, Chevron has i n the 

past t e s t i f i e d , I believe a l l allowable hearings, on both 

the Eumont and the Indian Basin. They have asked me t o 

read a statement as t o each pool, and I would s t a r t w i t h 

the I n d i a n Basin. 

Chevron USA Production company operates t e n 

producing gas w e l l s i n the subject f i e l d and has a working 

i n t e r e s t i n three nonprorated p r o p e r t i e s i n the I n d i a n 

Basin Upper Penn Gas Pool. Chevron USA supports the O i l 

Conservation D i v i s i o n ' s proposed allowable assignment 

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

f a c t o r of 200,000 MCF. 

Seven of Chevron's ten w e l l s are capable of 

producing a t or above the proposed allowables. Our c u r r e n t 

e f f o r t s i n a d d i t i o n a l compression i n s t a l l a t i o n s i s expected 

t o maintain an improved c u r r e n t production c a p a b i l i t y i n 

t h i s f i e l d , and an allowable of 200,000 MCF per month w i l l 

p r o t e c t the i n t e r e s t , we believe, of a m a j o r i t y of 

operators i n t h i s pool. 

As t o the Eumont, Chevron i s a p r i n c i p a l operator 

i n the Eumont prorated gas f i e l d and f u l l y supports the 

D i v i s i o n ' s proposed allowable adjustments, which r e s u l t i n 

a monthly acreage a l l o c a t i o n f a c t o r of 38,000 MCF f o r the 

Eumont-Yates-Seven Rivers-Queen Prorated Gas Pool. 

During 1985 [ s i c ] , Chevron has completed two new 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

33 

d r i l l s and 15 recompletions or r e s t i m u l a t i o n s , y i e l d i n g an 

incremental increase of approximately 5 MMCF of gas per day 

i n the subject pool. Furthermore, Chevron plans t o pursue 

a s i m i l a r program i n 1996, augmenting c u r r e n t pool d a i l y 

p r o d u c t i o n w i t h an estimated incremental increase of 

approximately 3.2 MMCF per day. 

I n order t o economically pursue these already 

budgeted proposals f o r 1996, Chevron requests t h a t the 

proposed monthly acreage a l l o c a t i o n f a c t o r of 38,000 MCF be 

adopted f o r the period running from A p r i l , 1996, through 

September, 1996. Any lower allowables, we would b e l i e v e , 

would have an economic impact on operators i n the pool and 

would jeopardize c o n t i n u a t i o n of Chevron's development 

program i n the Eumont Prorated Gas Pool. 

We f e e l t h a t maintaining the monthly acreage 

a l l o c a t i o n f a c t o r a t the proposed 38,000 MCF f o r t h i s pool 

through the upcoming p r o r a t i o n period w i l l a llow 

c o n t i n u a t i o n of cu r r e n t development throughout t h i s p ool, 

w i l l prevent waste and at the same time w i l l p r o t e c t 

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

I ' d l i k e t o leave w i t h you copies of those 

statements, and t h a t includes the statements f o r Chevron 

and Amoco. 

CHAIRMAN LEMAY: Thank you, Mr. Carr. 

Anything else on Amoco or — We're okay, aren't 
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we? Okay. 

Mr. Kellahin? 

MR. KELLAHIN: Members of the Commission, on 

behalf of Marathon O i l Company, Marathon O i l Company i s an 

operator i n the Blinebry O i l and Gas Pool. They've asked 

me t o advise you t h a t they support the 10-percent increase 

t h a t Exxon has requested f o r t h a t p a r t i c u l a r pool. 

I n a d d i t i o n , Marathon supports and requests the 

c o n t i n u a t i o n of the 200,000-MCF-per-month allowable f o r the 

I n d i a n Basin Upper Penn Gas Pool. That i s c o n s i s t e n t w i t h 

how the D i v i s i o n and the Commission have handled t h a t 

r e s e r v o i r f o r some time. Marathon has a l e t t e r , which I 

have submitted t o you, i n which they d e t a i l and summarize 

f o r you t h e i r p o s i t i o n w i t h regards t o the I n d i a n Basin 

Upper Penn. 

The l a s t pool t h a t they asked me t o comment on 

w i t h regards t o southeastern New Mexico i s the I n d i a n Basin 

Morrow Pool. I've submitted t o you a l e t t e r concerning 

t h a t pool. Kerr-McGee Corporation also j o i n s w i t h Marathon 

i n the I n d i a n Basin Morrow Pool. 

You may remember t h a t the Indian Basin Morrow i s 

an unusual r e s e r v o i r . I n f a c t , i t -- The Morrow r e s e r v o i r 

i s d i v i d e d i n t o two pools. The northeastern p o r t i o n i s 

Cemetery Morrow. I t ' s a nonprorated gas pool on 320-acre 

spacing. And as you move t o the southwestern p o r t i o n of 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

35 

the same r e s e r v o i r , you get i n t o the I n d i a n Basin Morrow, 

which i s on 640 gas spacing, and we've pror a t e d t h a t pool. 

Both Kerr-McGee and Marathon b e l i e v e t h a t the 

688-MCF-per-day nonmarginal allowable f o r t h a t pool i s f a r 

too low. We are preparing an examiner case t o present t o 

the D i v i s i o n t o consider deprorating the I n d i a n Basin 

Morrow Gas Pool, and we're p u t t i n g together the science and 

the i n f o r m a t i o n t o go forward w i t h t h a t case and t o p o l l 

the operators i n t h a t pool as t o t h e i r preference. 

We conducted a p o l l l a s t summer, and I b e l i e v e of 

the operators i n the pool, a l l of them at t h a t p o i n t 

supported both higher allowables and pursuing d e p r o r a t i o n . 

We have taken an i n i t i a l step w i t h a D i v i s i o n 

order i n November of 1995; i t ' s Order Number R-8170-0. 

Because the two pools were growing together, t h e r e was a 

t r a n s i t i o n area of about e i g h t or nine sections i n between 

the two. And as Marathon and others began t o d r i l l t o the 

southwest i n the Cemetery Morrow, we were overlapping i n 

our pool r u l e s . 

So the D i v i s i o n , based upon Marathon's request, 

f r o z e the boundaries of the prorated pool so t h a t the 

nonprorated pool could be expanded. 

We're now coming back and preparing an examiner 

case t o t a l k t o the D i v i s i o n about t e r m i n a t i n g p r o r a t i o n i n g 

i n the I n d i a n Basin Morrow, and we hope t h a t w i l l address 
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the operators' concerns i n t h a t pool f o r the low allowables 

as w e l l as s a t i s f y any c o r r e l a t i v e - r i g h t s and waste issues 

the D i v i s i o n might have. 

So r a t h e r than presenting t o you a lengthy 

testimony today on increasing Indian Basin Morrow, we're 

choosing another o p t i o n , but we wanted t o l e t you know t h a t 

t h a t was i n the works. 

That's a l l I have. 

CHAIRMAN LEMAY: Thank you, Mr. K e l l a h i n . 

Anyone else have anything t o say on p r o r a t i o n ? 

Commissioner Bailey? 

COMMISSIONER BAILEY: No. 

CHAIRMAN LEMAY: Commissioner Weiss? 

COMMISSIONER WEISS: No. 

CHAIRMAN LEMAY: That's the quickest one we've 

had y e t . 

We s h a l l take t h a t case under advisement, and 

w e ' l l have a recess of about f i f t e e n minutes. We'll come 

back a t a quarter t o eleven and l i s t e n t o you a l l ; i t ' s 

your agenda. Thank you. 

(Thereupon, these proceedings were concluded a t 
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