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CHAIRMAN LEMAY: W e ' l l now c a l l case 

10799. Case 10799, t h e O i l C o n s e r v a t i o n has 

c a l l e d t h i s case t o a c c e p t n o m i n a t i o n s and o t h e r 

e v i d e n c e and i n f o r m a t i o n t o a s s i s t t h e Commission 

i n d e t e r m i n i n g t h e Oc t o b e r 1993 t h r o u g h March 

1994 gas a l l o w a b l e s , i n p r o r a t e d f i e l d s i n New 

Mexi co. 

I ' l l c a l l f o r app e a r a n c e s i n Case 

10799 . 

MR. STOVALL: Mr. Chairman, R o b e r t G. 

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

CHAIRMAN LEMAY: A d d i t i o n a l 

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

MS. AUBREY: Karen Aubrey, Santa Fe, on 

b e h a l f o f Kerr-McGee C o r p o r a t i o n . 

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

Commission, W i l l i a m F. C a r r w i t h t h e Santa Fe Law 

F i r m , C a m b e l l , C a r r , Berg and S h e r i d a n . I w o u l d 

l i k e t o e n t e r my appearance on b e h a l f o f Amoco 

P r o d u c t i o n Company and Chevron, USA. 

CHAIRMAN LEMAY: A d d i t i o n a l 

a p p e arances? Mr. K e l l a h i n ? 

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

K e l l a h i n o f t h e Santa Fe law f i r m o f K e l l a h i n & 

K e l l a h i n , a p p e a r i n g t o d a y on b e h a l f o f P h i l l i p s 
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P e t r o l e u m Company, M e r i d i a n O i l , I n c . , M a r a t h o n 

O i l Company, i n a s s o c i a t i o n w i t h Mr. Dow 

Ca m p b e l l , and ORYX Energy Company. 

CHAIRMAN LEMAY: A d d i t i o n a l 

a p p e a rances? 

MR. LYON: I'm V i c t o r T. Lyon a p p e a r i n g 

f o r Gas Company o f New Me x i c o . We're j u s t h e r e 

t o l i s t e n . 

CHAIRMAN LEMAY: No t e s t i m o n y , Mr. 

Lyon? 

MR. LYON: No. 

CHAIRMAN LEMAY: A d d i t i o n a l 

a p p e a rances? Okay. As u s u a l , we w i l l t a k e t h i s 

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

t h a t have t e s t i m o n y f o r t h e d i f f e r e n t f i e l d s , 

come f o r t h and g i v e t h e t e s t i m o n y . You w i l l be 

back and f o r t h i f you r e p r e s e n t a c l i e n t on more 

t h a n one f i e l d . 

W e ' l l b e g i n , Mr. S t o v a l l , w i t h t h e 

D i v i s i o n ' s w i t n e s s e s . 

MR. STOVALL: Mr. Chairman, I w o u l d ask 

t h a t we swear t h e w i t n e s s e s . 

CHAIRMAN LEMAY: A l l t h o s e who w i l l 

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

hand. 
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[And t h e w i t n e s s e s were d u l y s w o r n . ] 

MR. STOVALL: B e f o r e I p r e s e n t a 

t e c h n i c a l w i t n e s s , Mr. Chairman, as we have done 

i n t h e p a s t , I w o u l d l i k e t o ask Mr. Ron M e r r e t t 

t o come f o r w a r d and g i v e an o v e r v i e w o f t h e New 

Mexico gas ma r k e t s i t u a t i o n . 

CHAIRMAN LEMAY: Mr. S t o v a l l , does t h a t 

i m p l y t h a t Mr. M e r r e t t i s n o t a t e c h n i c a l 

w i t n e s s ? 

THE WITNESS: I ' l l a d d r e s s t h a t . 

RONALD H. MERRETT 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. STOVALL: 

Q. W h i l e y o u ' r e g e t t i n g o r g a n i z e d , Mr. 

M e r r e t t , w o u l d you p l e a s e s t a t e y o u r name and 

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

A. Yes. My name i s Ron M e r r e t t . I'm 

d i r e c t o r o f t h e O f f i c e o f I n t e r s t a t e N a t u r a l Gas 

M a r k e t s . Today, I ' l l p r e s e n t a b r i e f o v e r v i e w o f 

t h e n a t u r a l gas ma r k e t as we p e r c e i v e i t f r o m New 

Mexic o . 

Q. P l e a s e p r o c e e d , Mr. M e r r e t t . You do 

have some s l i d e s t o show t h e a u d i e n c e and t h e 
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Commission w i t h r e s p e c t t o changes s i n c e t h e l a s t 

h e a r i n g , i s t h a t c o r r e c t ? 

A. That i s c o r r e c t . I c a n ' t r e c a l l now, I 

t h i n k i t ' s p r o b a b l y e i g h t s l i d e s , and t h a t w i l l 

c o n s t i t u t e my t e s t i m o n y . 

These s l i d e s a r e s i m i l a r t o t h e s l i d e s 

w h i c h I p r e s e n t e d a t t h e l a s t h e a r i n g s i x months 

ago, and t h e y ' r e s i m p l y an u p d a t e t o i n c l u d e t h e 

months s i n c e t h e l a s t h e a r i n g . Our l a t e s t month 

o f i n f o r m a t i o n i s , i n f a c t , May o f 1993. 

As you see f r o m t h i s g r a p h , New 

Mex i c o ' s p r o d u c t i o n i s as h i g h , or pe r h a p s a 

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

p r o b a b l y 1977. T h i s i s a n n u a l p r o d u c t i o n by 

ye a r . 

The n e x t s l i d e i s one you n e e d n ' t d w e l l 

on, i t s i m p l y shows t h e r e s e r v e t o p r o d u c t i o n 

r a t i o i n New Mexico i s s t i l l c o n s i d e r a b l y h i g h e r 

t h a n any o t h e r o f t h e s t a t e s i n t h e U.S. 

T h i s s l i d e s i m p l y shows t h e l o c a t i o n o f 

New Mexi c o ' s gas p r i n c i p a l l y i n t h e San Juan 

B a s i n . The r e s e r v e s a r e more t h a n t h r e e - f o u r t h s 

i n t h e San Juan B a s i n . 

T h i s s l i d e shows n a t u r a l gas p r o d u c t i o n 

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

Permian c o n v e n t i o n a l gas, o n e - t h i r d i n San Juan 

i n c o n v e n t i o n a l gas, and o n e - t h i r d i n San Juan 

c o a l seam gas. That c o n t i n u e s t o be t h e 

p r o p o r t i on. 

I t h i n k i t ' s i n t e r e s t i n g t o n o t e t h a t 

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

l e v e l , j u s t above 40 b i l l i o n Mcf a month. 

T h i s s i m p l y shows t h e m o n t h l y gas 

p r o d u c t i o n by y e a r . The most s i g n i f i c a n t t h i n g 

h e r e i s t h e orange b a r s show t h e m o n t h l y 

p r o d u c t i o n f o r 1993, and May o f 1993 i s t h e 

h i g h e s t month we've had i n q u i t e a l o n g t i m e . 

P r o d u c t i o n c o n t i n u e s t o r e m a i n a t a h i g h l e v e l . 

T h i s i s t h e p r o d u c t i o n e s t i m a t e ; by 

month. T h i s i s our own e s t i m a t e . May i s t h e r e , 

and i t ' s a c t u a l p r o d u c t i o n up t o May. Our 

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

c o n t i n u e w i t h v e r y l i t t l e i n c r e a s e . 

I t h i n k t h e most s i g n i f i c a n t t h i n g i s , 

t h e r e ' s v e r y l i t t l e s e a s o n a l v a r i a t i o n . No 

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

l i t t l e s e a s o n a l v a r i a t i o n i n t h e Permian 

c o n v e n t i o n a l . There i s some s e a s o n a l v a r i a t i o n 

i n t h e San Juan c o n v e n t i o n a l , w h i c h seems t o t a k e 
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t h e s w i n g s , and t h e San Juan c o a l seam shows v e r y 

l i t t l e s e a s o n a l s w i n g . 

T h i s s l i d e a t t e m p t s t o p r o j e c t 

p r o d u c t i o n . And I emphasize p r o d u c t i o n and n o t 

demand. I t p r o j e c t s p r o d u c t i o n o v e r t h e n e x t 

y e a r . And t h e r e i s some s e a s o n a l v a r i a t i o n 

shown. T h i s i s a p r o j e c t i o n , and my e c o n o m i s t 

t e l l s me t h a t ' s n o t t h e same t h i n g as a f o r e c a s t , 

t h o u g h I'm n o t q u i t e s u r e why. T h i s i s our own 

p r o j e c t i o n , and t h e r e i s a f a i r l y w i d e band o f 

u n c e r t a i n t y s u r r o u n d i n g t h e p r o j e c t i o n . However, 

t h e s i g n i f i c a n t t h i n g i s t h a t t h e f o r e c a s t 

p r o d u c t i o n has c o n t i n u e d t o r i s e . 

F i n a l s l i d e i s our p r o j e c t i o n c a r r i e d 

on i n t o 1994. I n 1992, we p r o d u c e d 1.248 Tcf i n 

t h e s t a t e . We p r o j e c t 1.385 Tcf i n t h e s t a t e i n 

1993, and t h a t p r o j e c t i o n a p p e a r s t o be f a i r l y i n 

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

g o i n g . 

I f you e x t r a p o l a t e t h a t t o 199 4, and 

we've no r e a s o n n o t t o , t h e p r o j e c t i o n i s n e a r l y 

one and a h a l f T c f i n 1994. 

That c o n c l u d e s my s e r i e s o f s l i d e s , and 

my t e s t imony. 

Q. The i n f o r m a t i o n you've p r e s e n t e d i s 
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s o r t o f , t o assume an e c o n o m i s t ' s v i e w , a macro 

p i c t u r e o f t h e gas p r o d u c t i o n and m a r k e t s f o r New 

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

A. W e l l , what i t does, y e s , t h a t ' s 

c o r r e c t , i t says New Mexico i s s i m p l y m e e t i n g 

p a r t o f t h e demand o f t h e N o r t h A m e r i c a n gas 

m a r k e t . The demand i s n o t i n New Me x i c o , b u t i t 

i s i n N o r t h A m e r i c a , and we meet p a r t o f t h a t 

demand. 

Q . Demand f o r New Mexico gas as opposed t o 

New Mexico demand, y e s . 

And w o u l d i t be c o r r e c t t o say, f r o m 

t h e i n f o r m a t i o n and f r o m y o u r p r o j e c t i o n s , t h a t 

a t l e a s t f o r t h e n e x t s i x months, p r o d u c t i o n and 

p o t e n t i a l l y demand f o r gas a r e g o i n g t o r e m a i n 

s t e a d y o r i n c r e a s e s l i g h t l y o v e r a l l ? 

A. There w i l l be an i n c r e a s e , y e s . 

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

CHAIRMAN LEMAY: Thank you, Mr. 

S t o v a l l . Q u e s t i o n s o f Mr. M e r r e t t ? Any 

q u e s t i o n s by Commissioner Weiss? 

COMMISSIONER WEISS: Yes. 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. On y o u r f o r e c a s t , how do you do i t ? 
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A. I t ' s done under my d i r e c t i o n , Mr. 

Weiss, and i t ' s done p a r t l y on the ba s i s of the 

Futures p r i c i n g market, i t ' s done p a r t l y on the 

bas i s of our i n f o r m a t i o n we gather from f e d e r a l 

government, and from t r a d e p u b l i c a t i o n s , and from 

other f o r e c a s t s of demand i n the Un i t e d S t a t e s . 

And al s o the C a l i f o r n i a Gas Report, 

which giv e s demand f o r C a l i f o r n i a , where probably 

80 percent of New Mexico's gas s t i l l goes. I t ' s 

done from a combination of demand f o r e c a s t s , p l u s 

our own knowledge of w e l l s connected ctnd t o be 

connected i n the s t a t e . 

So, i t ' s a combination of data, and 

i t ' s our own f o r e c a s t , and i t ' s nobody e l s e ' s . 

COMMISSIONER WEISS: Thank you. 

CHAIRMAN LEMAY: Mr. M e r r e t t , j u s t one 

quest i o n . 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. I n terms of the market i n C a l i f o r n i a , 

t h e r e ' s a p r o j e c t e d o v e r c a p a c i t y , I assume, at 

some p o i n t i n tim e , maybe when the PGT expansion 

i s completed. How does t h a t r e l a t e t o the next 

s i x months i n our f o r e c a s t f o r demand? I s t h e r 

any t i m i n g when t h a t expansion would be i n pla* 
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t o b r i n g more Canadian gas i n t o C a l i f o r n i a ? 

A. My r e c o l l e c t i o n i s t h a t t h e t i m i n g o f 

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

t h e p r o r a t i o n p e r i o d we're l o o k i n g a t . So, i t 

wo u l d n o t a f f e c t i t . 

There i s some s e r v i c e o f p i p e l i n e 

c a p a c i t y i n t o C a l i f o r n i a , however, so as f a r as 

know, t h e r e ' s no, on an average b a s i s , t h e r e ' s : 

r e a s o n t o suppose any r e s t r i c t i o n o f p i p e l i n e 

space i n t o C a l i f o r n i a . There w i l l be s p o t 

s h o r t a g e s caused by p l a n t o u t a g e s or compressor 

s t a t i o n s b e i n g down, or w h a t e v e r . 

I n p r i n c i p l e , t h e r e ' s no r e a s o n why 

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

r e s t r i c t demand f r o m t h e s t a t e . 

Q. Assuming t h a t PGT r e m a i n s , i t ' s f u l l , 

and I guess you c a n ' t g e t any more gas i n i t , t l 

l o g i c a l p l a c e t o meet C a l i f o r n i a ' s demand w o u l d 

be t h e Southwest s u p p l i e s and p o s s i b l y Rocky 

M o u n t a i n ? 

A. T h a t ' s c o r r e c t , Mr. Chairman. 

CHAIRMAN LEMAY: Thank you, Mr. 

M e r r e t t . A d d i t i o n a l q u e s t i o n s ? I f n o t , t h e 

w i t n e s s may be excused. 

You may c a l l y o u r n e x t w i t n e s s , Mr. 
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S t o v a l 1 . 

MR. STOVALL: Mr. Van Ryan. 

LARRY VAN RYAN 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. STOVALL: 

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

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

A. My name i s L a r r y Van Ryan, and I l i v e 

i n Santa Fe, New Mexi c o . 

Q. How a r e you employed, Mr. Van Ryan? 

A. I'm employed by t h e O i l C o n s e r v a t i o n 

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

Q. Mr. Van Ryan, among y o u r d u t i e s as t h e 

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

you r e s p o n s i b l e f o r t h e gas p r o r a t i o n s y s t e m and 

a l l o w a b l e d e t e r m i n a t i o n s ? 

A. Yes. 

Q. Would you e x p l a i n b r i e f l y any changes 

i n t h e t e c h n i c a l p r o c e s s by w h i c h t h o s e 

d e t e r m i n a t i o n s c h e d u l e s have been g e n e r a t e d t h i s 

t i m e ? 

A. We're i n t h e p r o c e s s o f t a k i n g , t h e 

OCD, t h e S t a t e Land O f f i c e and t h e T a x a t i o n & 
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Revenue D e p a r t m e n t , i n t o a combined computer d a t 

base c a l l e d OnGuard. 

We have a c c e l e r a t e d one pr o g r a m i n 

OnGuard, w h i c h i s gas p r o r a t i o n . We have used a 

c o m b i n a t i o n o f what we're a b l e t o g e t o u t o f 

OnGuard, f o r v e r i f i c a t i o n o f d a t a w i t h our 

e x i s t i n g s y s t e m s . T h a t ' s t h e o n l y change t h a t 

we've had. 

Bu t , I f e e l t h a t we a r e p r o g r e s s i n g , 

and we have p r o b a b l y l e s s e r r o r s i n t h e new 

sys t e m t h a n we've had i n t h e o l d one. 

Q. A g a i n , t h i s i s p r i m a r i l y i n f o r m a t i o n a l 

b u t t h e e x h i b i t s t h a t we a r e ab o u t t o p r e s e n t , i 

i t c o r r e c t t h a t t h e y were g e n e r a t e d on t h e 

OnGuard system? 

A. W e l l t h e y ' r e a c o m b i n a t i o n . They were 

a c o m b i n a t i o n o f OnGuard and hand c a l c u l a t i o n s 

u s i n g o ur o l d s y s t e m , t o a r r i v e a t t h e a c t u a l 

p r o d u c t i o n f i g u r e s . 

Q. And i s i t y o u r o p i n i o n i n r e v i e w i n g 

t h a t t h a t t h e base o f i n f o r m a t i o n t h a t goes i n t o 

t h i s i s more r e l i a b l e t h a n has been even i n t h e 

p a s t ? 

A. I t h i n k i t i s . 

0. And t h i s w i l l s e t t h e base f o r f u t u r e 
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such s c h e d u l e s t o be g e n e r a t e d t h r o u g h OnGuard, 

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

i n f o r m a t i o n and a progr a m t h a t ' s u n d e r s t o o d t o 

c a l c u l a t e c o r r e c t l y ? 

A. R i g h t . Three o f t h e l a s t couple; o f 

p r o r a t i o n p e r i o d s we've made some changes, as 

most e v e r y b o d y i s aware, and I f e e l t h a t we have 

more a c c u r a t e d a t a t h a n we've had f o r q u i t e some 

t i m e . 

Q. Mr. Van Ryan, t u r n i n g s p e c i f i c a l l y , we 

have p r e p a r e d e x h i b i t s i n c o n n e c t i o n w i t h t h i s 

h e a r i n g , have we n o t ? 

A. Yes, we have. 

Q. And j u s t f o r i n f o r m a t i o n , E x h i b i t 1 has 

been d e n o m i n a t e d f o r t h e s o u t h e a s t New Mexico 

p r o r a t e d gas p o o l s , and E x h i b i t 2 has been 

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

p o o l s . 

Mr. Van Ryan, have t h e r e been any 

changes, f r o m E x h i b i t s 1 and 2, f r o m t h o s e 

s c h e d u l e s w h i c h were s e n t o u t w i t h t h e n o t i c e o f 

t h i s h ear i n g ? 

A. There a r e , e s s e n t i a l l y , no changes. 

T h e r e ' s one c o r r e c t i o n i n E x h i b i t 1 , f o r 

S o u t h e a s t New M e x i c o . On l i n e 4, under t h e 
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Eumont p o o l . We had made a c o r r e c t i o n on l i n e 1 

and i t was n o t c a r r i e d o v e r t o l i n e 4. I t s h o u l d 

r e a d 2,681,478. We had a t y p o t h e r e , w h i c h was 

2,631,000. The f i g u r e s b elow t h a t a r e s t i l l 

c o r r e c t . I t was j u s t a t y p o t h a t o c c u r r e d . 

Q. And t h a t c o r r e c t i o n has been made on 

E x h i b i t 1, w h i c h i s d i s t r i b u t e d t o d a y ? 

A. I t has. 

Q. L e t ' s t u r n f i r s t t o t h e N o r t h w e s t 

p o o l s , and w o u l d you j u s t b r i e f l y summarize t h e 

i n f o r m a t i o n t h a t i s c o n t a i n e d on E x h i b i t 2, and 

e x p l a i n how i t ' s used and what t h e b o t t o m l i n e 

f i g u r e i s , i f you w i l l ? 

A. Okay. The b a s i s f o r t h e p r o r a t i o n 

s y s t e m i n t h e S t a t e o f New Mexico i s t o base our 

f i g u r e s on t h e p r o d u c t i o n f o r a s i x - m o n t h p e r i o d , 

t h e p r e v i o u s , t h e y e a r - a g o s i x - m o n t h p e r i o d , so 

t h a t we're t a l k i n g a b o u t e q u i v a l e n t t i m e s o f 

y e a r . T h i s was based o r i g i n a l l y on t h e f a c t t h a t 

we had h i r e d a man i n t h e w i n t e r t i m e i n h i g h e r 

p r o d u c t i o n , and we f e l t t h a t t h e two p e r i o d s 

r e f l e c t e d w i n t e r p r o d u c t i o n and summer 

produc t i on. 

So, f o r t h i s p e r i o d w h i c h we're t a l k i n g 

a b o u t , w h i c h w i l l be t h e O c t o b e r 93 t o March 94 
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p r o d u c t i o n , we have t a k e n t h e a v e r a g e m o n t h l y 

s a l e s f o r t h e p e r i o d f r o m O c t o b e r 92 t h r o u g h 

March o f 93, and t h e s e a r e shown on l i n e 1 on 

E x h i b i t 2. 

Q. These a r e a c t u a l s a l e s f i g u r e s f o r t h e 

p r e v i o u s O c t o b e r t h r o u g h March p e r i o d ? 

A. T h a t ' s c o r r e c t . 

Q. We p r o b a b l y see t h i s w i t h a p l a c e i n 

t h e r e f o r a d j u s t m e n t s and n o m i n a t i o n s . However, 

we d o n ' t a d v i s e any a t t h i s t i m e . T h i s i s what 

t h i s h e a r i n g i s f o r . Beyond t h a t , we go t h r o u g h 

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

a l l o w a b l e w o u l d be or what t h e F l and F2 f a c t o r s 

a r e . 

Those w i l l be shown on l i n e 9, where we 

have t h e a c r e a g e f a c t o r , w h i c h we sometimes c a l l 

t h e F l f a c t o r , and on l i n e 10, w h i c h i s t h e 

acr e a g e t i m e s d e l i v e r a b i l i t y f a c t o r . I t ' s most 

n o r m a l l y r e f e r r e d t o as t h e F2 f a c t o r . 

A l l o f t h e s e f i g u r e s a r e h i s t o r i c a l 

f i g u r e s , where we t a k e t h e t o t a l a v e r a g e f o r t h e 

s a l e s f o r t h e p o o l , we d e t e r m i n e a number o f 

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

p r o d u c t i o n o u t o f t h a t f i g u r e , t o come up w i t h a 

m o n t h l y m a r g i n a l p o o l a l l o w a b l e . We do n o t 
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p r o r a t e t h e m a r g i n a l p o o l s , m a r g i n a l gas 

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

n o n - m a r g i n a l s . 

The f i g u r e s below l i n e 6 a r e c a l c u l a t e d 

w i t h t h e n o n - m a r g i n a l p o o l v o l u m e s . T h a t ' s how 

we a r r i v e a t l i n e s 9 and 10, w h i c h a r e t h e 

c r i t i c a l numbers h e r e . 

Q. So, i n o r d e r t o d e t e r m i n e t h e a l l o w a b l e 

f o r any p a r t i c u l a r gas p r o r a t i o n u n i t , an 

o p e r a t o r c o u l d use t h e a p p r o p r i a t e m a t h e m a t i c a l 

f o r m u l a , w i t h l i n e s 9 and 10, t o d e t e r m i n e what a 

s p e c i f i c gas p r o r a t i o n u n i t w o u l d be a l l o w e d t o 

pr o d u c e ? 

A. T h a t ' s c o r r e c t . 

Q. Are t h e s e s p e c i f i c r e c o m m e n d a t i o n s o f 

t h e D i v i s i o n f o r an a l l o w a b l e f o r t h e s e f o u r 

p o o l s i n t h e N o r t h w e s t ? 

A. These a r e what we w o u l d recommend j u s t 

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

pu r p o s e o f t h i s h e a r i n g i s t o t a k e a d j u s t m e n t s , 

i f t h e r e i s some t e s t i m o n y t h a t w o u l d p r o v e t h a t 

t h e s e s h o u l d be changed. 

Q. These a r e r e a l l y a s t a r t i n g p o i n t ? 

A. Yes. 

Q. J u s t f o r t h e p u r p o s e o f t h e use o f t h e 
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f o r m , i t r e a l l y d o e s n ' t m a t t e r where you make 

a d j u s t m e n t s , r e a l l y ? We c o u l d , f o r a l l p r a c t i c a l 

p u r p o s e s , e l i m i n a t e l i n e 2, c a l l e d " n o m i n a t i o n s , " 

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

A. N o r m a l l y , y e s , t h a t has k i n d o f f a l l e n 

o u t . T h a t ' s a c a r r y o v e r f r o m t h e t i m e when t h e 

p i p e l i n e s were t h e p u r c h a s e r s and t h e y came i n 

and n o m i n a t e d t h e amount o f gas t h e y e x p e c t e d t o 

p u r c h a s e . I t ' s a c a r r y o v e r f r o m t h e o l d syst e m . 

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

t o add w i t h r e s p e c t t o t h e N o r t h w e s t p o o l s i n 

E x h i b i t 2? 

A. No. I b e l i e v e e v e r y t h i n g i n t h e r e i s 

based on h i s t o r i c a l d a t a , and l i n e s 9 and 10 a r e 

what we c a l c u l a t e o u t o f t h a t . 

Q. Now, w o u l d you t u r n t o t h e S o u t h e a s t , 

E x h i b i t 1. I s i t e s s e n t i a l l y t h e same p r o c e s s t o 

go t h r o u g h t o g a t h e r t h e i n f o r m a t i o n and i n s e r t 

h i s t o r i c a l d a t a i n t o t h e e x h i b i t ? 

A. The same r u l e s a p p l y , as f a r as how we 

s e t t h e a v e r a g e p o o l s a l e s . And t h e a l l o w a b l e s , 

t h e n , a r e o n l y based on a c r e a g e i n t h e S o u t h e a s t 

p a r t o f t h e s t a t e . So, i n s t e a d o f h a v i n g an F l 

and an F2 f a c t o r , we s i m p l y have an F l f a c t o r , 

b u t we do e v e r y t h i n g e l s e i d e n t i c a l . 
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Q. Once a g a i n , i n o r d e r t o d e t e r m i n e an 

a l l o w a b l e , t h e o p e r a t o r can t a k e t h e i n f o r m a t i o n 

on l i n e 8, m u l t i p l y i t t i m e s t h e number o f 

ac r e a g e f a c t o r s f o r a p a r t i c u l a r gas p r o r a t i o n 

u n i t , and d e t e r m i n e t h e m o n t h l y a l l o w a b l e ? 

A. T h a t ' s c o r r e c t . 

Q. And a g a i n , t h i s i s based s t r i c t l y on 

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

p e r i o d f o r t h e p r e v i o u s y e a r ? 

A. Yes. 

Q. These a r e n o t s p e c i f i c r e c o m m e n d a t i o n s , 

b u t r a t h e r a s t a r t i n g p o i n t f o r t h e D i v i s i o n , t o 

w h i c h a d j u s t m e n t s may be made based upon e v i d e n c e 

t a k e n a t t h i s h e a r i n g ? 

A. Yes. 

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

w i s h t o add t o y o u r t e s t i m o n y r e g a r d i n g t h e s e 

e x h i b i t s ? 

A. W e l l , I w o u l d l i k e t o p o i n t o u t on t h i s 

E x h i b i t 1, t h a t we have t h r e e p o o l s i n t h e 

S o u t h e a s t p a r t o f t h i s s t a t e , w h i c h have minimum 

a l l o w a b l e s . They have t h e a s t e r i s k s j u s t above 

t h e poo 1. 

The f i g u r e s t h a t we have f o r F1 f a c t o r s 

a r e o b v i o u s l y below t h o s e . That d o e s n ' t mean 
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t h a t ' s what w e ' l l come up w i t h . These w o u l d 

n o r m a l l y be a d j u s t e d by t h e Commission, t o go 

ahead and g i v e t h e minimum a l l o w a b l e s . T h e r e ' s 

no change i n t h o s e p o o l s j u s t because o f t h i s 

h e a r i n g , f o r t h e minimum a l l o w a b l e s . 

Q. I n o t h e r w o r d s , even i n t h o s e p o o l s 

w i t h t h e minimum, you've j u s t t a k e n t h e 

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

A. R i g h t . 

Q. And, based upon t h e p r e v i o u s o r d e r s 

e s t a b l i s h e d i n t h e a l l o w a b l e , t h e r e w i l l be an 

a d j u s t m e n t e n t e r e d on l i n e 3 t o r a i s e t h o s e 

a l l o w a b l e s t o t h e minimum f o r t h e p o o l ? 

A. T h a t ' s c o r r e c t . We have two o f t h e 

p o o l s w h i c h a r e below t h e minumum, and one p o o l 

w h i c h i s above, b u t we won't l o w e r t h e one above, 

because t h a t ' s how i t c a l c u l a t e s o u t . Minimum 

i s , as I s a i d , a minimum. T h a t ' s j u s t t h e f l o o r . 

Q. I n o t i c e a l s o , on l i n e 7, i t l i s t s t h e 

number o f t h e n o n - m a r g i n a l a c r e a g e f a c t o r s i n 

each p o o l , i s t h a t c o r r e c t ? 

A. Yes. 

Q. And I n o t i c e d t h a t t h e r e a r e two p o o l s , 

t h e C a r l s b a d Morrow and t h e C a t c l a w Draw Morrow 

w h i c h show no f i g u r e s on l i n e 7. Can you e x p l a i n 
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t h a t ? 

A. T h a t ' s c o r r e c t . When we d i d our 

c a l c u l a t i o n s w i t h t h e p r i o r a l l o w a b l e s t h a t we 

had s e t , when we r e c l a s s i f i e d t h e w e l l s and 

checked t h e i r o v e r - and u n d e r p r o d u c t i o n , we 

d e t e r m i n e d a t t h i s t i m e t h e r e was n o t any 

n o n - m a r g i n a l gas p r o r a t i o n u n i t s i n t h o s e two 

p o o l s . 

So we made a r e c o m m e n d a t i o n , on l i n e 8, 

t o e s t a b l i s h some F l f a c t o r s t h a t a r e above, i n 

most cases h e r e , above any o f t h e w e l l s t h a t 

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

do a c a l c u l a t i o n and a check. I t w o u l d a l s o , i n 

t h e e v e n t o f a new w e l l or r e c o m p l e t i o n i n one o f 

t h e s e zones, i t w o u l d g i v e us t h e i n f o r m a t i o n or 

t h e a b i l i t y t o keep t r a c k o f t h a t w e l l and be 

s u r e we're n o t a l l o w i n g somebody t o come i n w i t h 

a r e a l b a r n b u r n e r and p e r h a p s d r a i n somebody 

e l s e . 

Q. Does t h a t c o m p l e t e y o u r t e s t i m o n y w i t h 

r e s p e c t t o t h e s e e x h i b i t s ? 

A. Yes, i t does. 

MR. STOVALL: Mr. Chairman, I have no 

f u r t h e r q u e s t i o n s . I w o u l d o f f e r E x h i b i t s 1 and 

2 i n t o t h e r e c o r d , as t h e p r e l i m i n a r y 
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re c o m m e n d a t i o n s o f t h e D i v i s i o n . 

CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n . 

E x h i b i t s 1 and 2 w i l l be e n t e r e d i n t o t h e 

r e c o r d . Q u e s t i o n s o f t h e w i t n e s s ? 

Commissioner B a i l e y ? 

COMMISSIONER BAILEY: No. 

CHAIRMAN LEMAY: Commissioner Weiss? 

COMMISSIONER WEISS: Two t h i n g s . 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. T e l l me w h i c h one i s F l and F2 a g a i n ? 

A. F l w o u l d be l i n e 9, w h i c h i s t h e 

acr e a g e f a c t o r a l o n e on E x h i b i t 2, and F2 w o u l d 

be l i n e 10 on E x h i b i t 2. 

Q. And t h e n on E x h i b i t 1, w h i c h a r e t h e y ? 

A. E x h i b i t 1 o n l y has an F l f a c t o r and 

t h a t ' s l i n e 8. 

Q. These e x h i b i t s , n e i t h e r one a l l o w s f o r 

t h i s p r o j e c t e d f o r e c a s t i n c r e a s e o f Ron 

M e r r e t t ' s ? 

A. No. These a r e a l l h i s t o r i c a l f i g u r e s 

o n l y . 

COMMISSIONER WEISS: Thank y o u . 

CHAIRMAN LEMAY: A d d i t i o n a l q u e s t i o n s ? 

I have none. 
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The w i t n e s s may be excused. Thank you. 

Do you have any p r e f e r e n c e w h e t h e r we go 

N o r t h w e s t f i r s t o r S o u t h e a s t ? 

MR. STOVALL: Mr. Chairman, we've 

g o t t e n i n t o a d i s c u s s i o n a b o u t d o i n g t h e 

N o r t h w e s t f i r s t . There a r e fe w e r p a r t i e s and 

few e r p o o l s . 

CHAIRMAN LEMAY: Sure, t h a t ' s f i n e . 

W e ' l l do t h e N o r t h w e s t f i r s t , t h e n . 

CHAIRMAN LEMAY: The f i r s t f i e l d i n t h e 

N o r t h w e s t w i l l be t h e B a s i n Dakota. Do you w i s h 

t o c a l l y o u r w i t n e s s , Mr. K e l l a h i n . 

MR. KELLAHIN: Thank you, Mr. 

Chairman. I have v i s i t e d w i t h Mr. C a r r , and he 

and I have a l l t h e p r e s e n t a t i o n s i n t h e 

N o r t h w e s t . I b e l i e v e t h e way t h e w i t n e s s e s have 

o r g a n i z e d t h e i r e x h i b i t s and p r e s e n t a t i o n s , t h e y 

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

each i n d i v i d u a l w i t n e s s . And we're d e a l i n g w i t h 

B a s i n Dakota and t h e B l a n c o Mesaverde. I s t h a t 

a l l r i g h t ? 

CHAIRMAN LEMAY: F i n e , w h i c h e v e r i s 

e a s i e r f o r you a l l . 

KIRK CZIRR 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 
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examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. C z i r r , f o r t h e r e c o r d , w o u l d you 

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

A. K i r k C z i r r , f i e l d d e v e l o p m e n t 

s u p e r v i s o r f o r P h i l l i p s P e t r o l e u m Company i n 

F a r m i n g t o n . 

Q. On p r i o r o c c a s i o n s , have you t e s t i f i e d 

as an e x p e r t i n p r o r a t i o n i n g m a t t e r s b e f o r e t h e 

O i l C o n s e r v a t i o n Commission, c o n c e r n i n g t h e 

p r o r a t e d gas p o o l s i n N o r t h w e s t New Mexico? 

A. Yes, s i r , I have. 

Q. P u r s u a n t t o y o u r d u t i e s and employment 

by y o u r company, have you c o n t i n u e d t o be 

f a m i l i a r w i t h and i n f o r m e d on t h e p r o r a t e d gas 

p o o l s and y o u r company's p r o d u c t i o n and 

i n v o l v e m e n t i n t h o s e p o o l s ? 

A. I have. 

MR. KELLAHIN: We t e n d e r Mr. C z i r r as 

an e x p e r t w i t n e s s . 

CHAIRMAN LEMAY: H i s q u a l i f i c a t i o n s a r e 

accep t ab1e. 

Q. L e t ' s l o o k a t Dakota f i r s t . 

A. Okay. 
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Q. And b e f o r e we t a l k a b o u t s p e c i f i c 

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

Commission any a d j u s t m e n t t h a t you p r o p o s e t o 

make i n t h a t p o o l . And, i f an a d j u s t m e n t i s 

p r o p o s e d , what t h a t number i s . 

A. Okay. On my E x h i b i t No. 1, t h e 

l e f t - h a n d column o f numbers, w h i c h i s f o r t h e 

B a s i n Dakota p o o l , P h i l l i p s P e t r o l e u m i s 

recommending a p p r o x i m a t e l y a 68 m i l l i o n c u b i c 

f e e t per month a d j u s t m e n t . On paper i t ' s 67593, 

i n a d d i t i o n t o t h e OCD-proposed n o n - m a r g i n a l p o o l 

a l l o w a b l e o f 182 m i l l i o n c u b i c f e e t p e r month. 

T h i s g i v e us a t o t a l n o n - m a r g i n a l p o o l 

a l l o w a b l e o f 250 m i l l i o n c u b i c f e e t p e r month. 

Q. To do t h e a r i t h m e t i c and t h e 

c a l c u l a t i o n , you w o u l d s i m p l y t a k e l i n e 1, o f f o f 

t h e D i v i s i o n s p r e a d s h e e t f o r t h i s p o o l , t h e 9.5 

Bcf ? 

A . Yes. 

Q. And t h e n you w o u l d add i n t h e 

6 7 , 0 0 0 - p l u s a d j u s t m e n t ? 

A. Yes, s i r . 

Q. And w h a t e v e r t h a t t o t a l i s , t h e n , 

becomes t h e m o n t h l y p o o l a l l o w a b l e ? 

A. Yes, s i r . 
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Q. A l l r i g h t . H a v i n g u n d e r s t o o d t h e 

me c h a n i c s , d e s c r i b e f o r us t h e r e a s o n t o make t h e 

a d j u s t m e n t , i n y o u r o p i n i o n . 

A. F i r s t o f a l l , w i t h t h e p r o p o s e d 

a d j u s t m e n t i n p l a c e , i t b r i n g s t h e o v e r a l l gas 

p r o r a t i o n u n i t a l l o w a b l e s i n l i n e w i t h t h o s e 

g r a n t e d d u r i n g t h e 1992-1993 w i n t e r p e r i o d a y e a r 

ago. So we're b e i n g c o n s i s t e n t t h e r e . 

We f e e l t h a t t h a t i s t h e minimum l e v e l 

n e c e s s a r y t o c o n t i n u e t o enco u r a g e d e v e l o p m e n t o f 

i n d i v i d u a l gas p r o r a t i o n u n i t s . I t w o u l d s t i l l , 

c e r t a i n l y , c a l l f o r p r o r a t i o n . For 

d e 1 i v e r a b i 1 i t i e s i n excess o f 700 Mcf a day, we 

w o u l d s t i l l be s u b j e c t t o c u r t a i l m e n t . 

Q. You're s p e c i f i c a l l y a d d r e s s i n g t h e 

n o n - m a r g i n a l w e l l s ? 

A. Yes. 

Q. A l l r i g h t . Give us an i n d i c a t i o n , i f 

you w i l l , i n a g e n e r a l way, f o r t h e n o n - m a r g i n a 1 

GPUs, I u n d e r s t a n d i s s u b j e c t t o a d j u s t m e n t f o r 

d e l i v e r a b i l i t y , b u t on a d a i l y b a s i s , w i t h t h i s 

a d j u s t m e n t , what's t h e volume o f gas we're 

d e a l i n g w i t h ? 

A. I'm n o t s u r e I u n d e r s t a n d . 

Q. Take a n o n - m a r g i n a l GPU. On a d a i l y 
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b a s i s , w h a t ' s t h e cap? 

A. Okay. Again, for a 700 Mcf a day 

d e l i v e r a b i l i t y , w i t h t h e a d j u s t m e n t , our 

a l l o w a b l e w o u l d be 98 p e r c e n t o f t h a t 

d e l i v e r a b i l i t y . W i t h o u t t h e a d j u s t m e n t , i t w o u l d 

o n l y be 72 p e r c e n t o f t h a t d e l i v e r a b i l i t y . 

Q. So, on a v e r a g e , y o u ' r e d e a l i n g w i t h a 

n o n - m a r g i n a l GPU s u b j e c t t o a d j u s t m e n t f o r 

d e l i v e r a b i l i t y , t h a t ' s making 700 Mcf a day or 

l e s s ? 

A. R i g h t . 

Q. And t h e r e a s o n t o have t h a t number i n 

p l a c e , t h e n , i s an i n c e n t i v e t o do what, Mr. 

C z i r r ? 

A. For c o n t i n u e d d e v e l o p m e n t o f gas 

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

r e c e n t l y spudded our f i r s t o f n i n e B a s i n Dakota 

i n f i l l w e l l s . These have v e r y m a r g i n a l 

e c o n o m i c s , and we d i d i t on t h e p r e m i s e t h a t we 

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

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

Q. And t h i s a d j u s t m e n t , t h e n , w i l l 

m a i n t a i n t h e l e v e l o f a l l o w a b l e f o r t h e 

n o n - m a r g i n a l w e l l s t h a t you e n j o y e d f o r t h e l a s t 

c o m p a r a b l e p e r i o d ? 
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A. Yes, s i r . 

Q. L e t ' s go now t o t h e MesaVerde p o o l . 

A. Okay. 

Q. Give us t h e number. What i s t h e 

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

A. The p r o p o s e d a d j u s t m e n t i s a p o s i t i v e 

437 m i l l i o n c u b i c f e e t . Which, added t o L i n e No 

1 i n t h e OCD s c h e d u l e , w o u l d g i v e you an o v e r a l l 

p o o l a l l o w a b l e o f 17.15 Bcf a month. 

Q. H a v i n g u n d e r s t o o d y o u r method, what i s 

t h e r e a s o n f o r t h e a d j u s t m e n t ? 

A. A g a i n , t h i s i s c o n s i s t e n t w i t h t h e 

a l l o w a b l e s g r a n t e d i n t h e p r e v i o u s w i n t e r p e r i o d 

1992 t o 1993. And a g a i n , t h e s e a l l o w a b l e s 

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

d e v e l o p m e n t i n t h e MesaVerde. 

Q. You've summarized t h a t i n f o r m a t i o n on 

E x h i b i t No. 1. I w i l l n o t have you r e p e a t i t . 

T u r n t o E x h i b i t 2, and h e l p us u n d e r s t a n d t h a t 

d i s p l a y . 

A. Okay. The main t h i n g I'm t r y i n g t o do 

w i t h E x h i b i t No. 2 i s p o i n t o u t t h a t , r e a l l y , i n 

b o t h p o o l s , t h e B a s i n Dakota and t h e B l a n c o 

MesaVerde, we're d e a l i n g w i t h an e x t r e m e l y s m a l l 

number o f n o n - m a r g i n a l w e l l s , n o n - m a r g i n a l GPUs. 
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You have a p p r o x i m a t e l y 3800 w e l l s , n o t 

GPUs, b u t w e l l s w i t h i n each p o o l . What we've 

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

Bl a n c o MesaVerde and t h e B a s i n Dakota p o o l s f o r 

t h e y e a r 1992, and s o r t e d t h a t d a t a , t o a r r i v e a t 

a p r o d u c t i o n d i s t r i b u t i o n , w h i c h i s shown on 

E x h i b i t No. 2. 

The bar g r a p h s a s s o c i a t e d w i t h t h i s 

e x h i b i t , t h e y go a l o n g w i t h t h e l e f t v e r t i c a l 

a x i s on t h i s e x h i b i t , s h o w i n g t h e number o f 

MesaVerde and Dakota w e l l s w h i c h p r o d u c e d w i t h i n 

a s p e c i f i c volume range d u r i n g t h e y e a r 1992, and 

t h a t volume r a n g e went f r o m 1 m i l l i o n c u b i c f e e t 

up t o j u s t o v e r 250 m i l l i o n c u b i c f e e t f o r t h e 

y e a r . A n y t h i n g o v e r 250 m i l l i o n c u b i c f e e t was 

lumped i n a t t h a t p o i n t . 

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

e x h i b i t , t h e y go w i t h t h e r i g h t v e r t i c a l a x i s , 

and t h e y show t h e c u m u l a t i v e number o f MesaVerde 

and Dakota w e l l s , w i t h 1992 gas p r o d u c t i o n l e s s 

t h a n o r e q u a l t o a s p e c i f i c l e v e l . So, i t ' s k i n d 

of a c u m u l a t i v e d i s t r i b u t i o n . 

The main p o i n t o f t h e e x h i b i t i s t h a t 

y o u ' l l n o t e t h a t o u t o f t h e p l u s o r minus 3800 

w e l l s i n each p o o l , t h e v a s t , v a s t m a j o r i t y o f 

RODRIGUEZ REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

19 

20 

2 1 

2 2 

23 

24 

2 5 

33 

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

d u r i n g t h e y e a r 1992. A l l we're r e a l l y 

c u r t a i l i n g i s t h e v e r y few w e l l s on t h e f a r 

r i g h t - h a n d s i d e o f t h e g r a p h . 

I b e l i e v e t h a t t h i s i s c o n s i s t e n t w i t h 

t h e number o f n o n - m a r g i n a l GPUs w h i c h t h e OCD has 

r e p r e s e n t e d i n t h e i r m a i l i n g s t o us. I t becomes, 

when y o u ' r e d e a l i n g w i t h t h a t s m a l l number o f 

n o n - m a r g i n a l w e l l s , i n P h i l l i p s P e t r o l e u m ' s 

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

e s t a b l i s h i n g a l l o w a b l e s based on what e f f e c t i t 

has t o t h e i n d i v i d u a l GPU a l l o w a b l e . 

When y o u ' r e l o o k i n g a t an o v e r a l l p o o l 

a l l o w a b l e , you can l o s e 68 m i l l i o n c u b i c f e e t 

a d j u s t m e n t , w h i c h was recommended f o r t h e B a s i n 

Dakota p o o l , you can l o s e t h a t v e r y e a s i l y , o u t 

of a p p r o x i m a t e l y 10 Bcf p e r month. B u t , s i n c e 

y o u ' r e d e a l i n g w i t h such a s m a l l number o f 

n o n - m a r g i n a l w e l l s , i t has a v e r y l a r g e e f f e c t on 

t h o s e n o n - m a r g i n a l w e l l s and our a b i l i t y t o 

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

Q. T h a t ' s n o t a c r i t i c i s m o f t h e s y s t e m , 

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

t h e system? 

A. R i g h t . I t h i n k i t ' s j u s t , as we've 

RODRIGUEZ REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

15 

16 

1 7 

18 

19 

20 

2 1 

2 2 

2 3 

2 4 

2 5 

34 

p r o d u c e d t h e s e p o o l s , more and more w e l l s have 

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

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

and we a r e , r i g h t f u l l y so, o n l y p r o r a t i n g a few 

o f t h e l a r g e r w e l l s on t h e r i g h t - h a n d s i d e o f 

t h i s e x h i b i t . 

Q. I f t h e Commission a p p r o v e s t h e 

a d j u s t m e n t , i s t h e r e m a r k e t demand s u f f i c i e n t t o 

a c c e p t t h e a d d i t i o n a l p r o d u c t i o n t h a t y o u ' r e 

r e q u e s t i n g f r o m t h e p o o l s ? 

A. Yes, s i r , i n our o p i n i o n t h e r e i s . 

Q. Do you see any p i p e l i n e r e s t r i c t i o n s o 

p h y s i c a l l i m i t a t i o n s on t h e a b i l i t y o f t h e s y s t e 

t o h a n d l e t h a t a d d i t i o n a l gas t h a t y o u ' r e 

p r o p o s i n g t o be a p p l i e d i n t o t h e s e p o o l s ? 

A. No, s i r . 

MR. KELLAHIN: That c o n c l u d e s my 

e x a m i n a t i o n o f Mr. C z i r r . We move t h e 

i n t r o d u c t i o n o f h i s E x h i b i t s 1 and 2. 

CHAIRMAN LEMAY: E x h i b i t s 1 and 2 w i l l 

be a d m i t t e d i n t o t h e r e c o r d w i t h o u t o b j e c t i o n . 

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

Commissioner B a i l e y ? Commissioner Mr. 

We i s s ? 
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EXAMINATION 

BY COMMISSIONER WEISS: 

Q. I f I r e a d t h i s g r a p h r i g h t , t h e r e ' s 

o n l y a h a n d f u l o f w e l l s — none o f them make a 

m i l l i o n a day, huh? 

A. I b e l i e v e , i n t h e B l a n c o MesaVerde, 

t h e r e a r e j u s t a v e r y few w e l l s t h a t m i g h t be 

ov e r a m i l l i o n a day, p r o b a b l y l e s s t h a n h a l f a 

dozen. And t h e y were g r o u p e d i n t o t h e f i n a l d a t a 

r a n g e on t h a t g r a p h . 

Q. Now, t h e s e i n f i l l w e l l s y o u ' r e g o i n g t o 

d r i l l , and t h e r e f o r e want t h e i n c r e a s e d a l l o w a b l e 

based on y o u r e x p e c t e d p e r f o r m a n c e f r o m t h e s e 

w e l l s , i s t h a t r i g h t ? 

A. Yes. W e l l , t h e a l l o w a b l e t h a t we're 

r e q u e s t i n g a g a i n i s c o n s i s t e n t w i t h what we had a 

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

o f w e l l s t h a t we're d r i l l i n g , o n l y moderate 

c u r t a i l m e n t . And t h a t ' s what we can l i v e w i t h 

and s t i l l j u s t i f y d r i l l i n g t h e w e l l s . 

Q. Are t h e s e p r o p o s e d w e l l s , t h e ones 

y o u ' r e d r i l l i n g now, do t h e y f a l l g e o g r a p h i c a l l y 

a r o u n d t h e w e l l s t h a t a r e i n t h e X a x i s a t 255, 

on y o u r c h a r t ? 

A. T y p i c a l l y , okay, t h e w e l l s we're 
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d r i l l i n g r i g h t now a r e i n f i l l w e l l s . The 

e x i s t i n g p a r e n t w e l l s on t h o s e 3 2 0 - a c r e gas 

p r o r a t i o n u n i t s , t y p i c a l l y have c u r r e n t 

p r o d u c t i o n i n t h e 200 t o 350 Mcf a day r a n g e . 

Q. Which i s how many a y e a r ? I have 

t r oub1e t h e r e . 

A. A p p r o x i m a t e l y 60 t o 100 m i l l i o n c u b i c 

f e e t a y e a r . 

COMMISSIONER WEISS: T h a t ' s a l l t h e 

q u e s t i o n s I have. Thank you. 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. Mr. C z i r r , i s i t y o u r t e s t i m o n y t h a t 

you had t h i s a l l o w a b l e a y e a r ago, b u t g i v e n t h e 

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

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

measured up t o , maybe, what you e x p e c t e d ? 

Because t h e s t a t i s t i c s show t h a t y o u ' r e 

n o t p r o d u c i n g what y o u ' r e r e q u e s t i n g . I s i t 

r e a l l y an i n c e n t i v e t o d r i l l a d d i t i o n a l w e l l s , 

l i k e Commissioner Weiss s a i d , or i s t h e r e some 

mechanism i n t h e r e t h a t u n d e r s t a t e s t h e 

p r o d u c t i o n ? 

Can you g e t i n t o t h a t a l i t t l e b i t 

more? I'm n o t q u i t e c l e a r why you want t h e 
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h i g h e r a l l o w a b l e , i f t h e w e l l s h a v e n ' t p r o d u c e d 

i n t h e p a s t . 

A. W e l l , i n c l u d e d i n t h i s b a r c h a r t , t h e 

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

d r i l l e d , were i n t h e B a s i n D akota. Those were 

y e a r - e n d 1991, so t h e y w o u l d be i n c l u d e d i n t h i s 

1992 p r o d u c t i o n . There were o n l y t h r e e o f t h o s e 

w e l l s we d r i l l e d a t t h a t t i m e . So, t h e y h a r d l y 

make an i m p a c t on t h i s c h a r t . 

Two o f t h o s e w e l l s were v e r y s u c c e s s f u l 

and t h e y p r o d u c e d i n i t i a l l y a t r a t e s o f 5 m i l l i o n 

a day, and r a p i d l y d e c l i n e d t o a p p r o x i m a t e l y 700 

Mcf a day, and t h e t h i r d w e l l was e s s e n t i a l l y a 

d r y h o l e . 

Q. So you've had some i n d i c a t i o n s o f 

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

d r i l l i n g , you w o u l d need r o u g h l y a 10 m i l l i o n a 

month a l l o w a b l e t o do t h a t i n t h e B a s i n Dakota? 

I s t h a t what y o u ' r e s a y i n g ? 

A. 10 m i l l i o n a month? I'm n o t s u r e I 

u n d e r s t a n d . A 68 m i l l i o n a d j u s t m e n t was what we 

were a s k i n g f o r . 

Q. But on a n o n - m a r g i n a l w e l l , what w o u l d 

t h a t be, i n t e r m s o f an a v e r a g e m o n t h l y ? 

A. W e l l , we w o u l d be c u r t a i l i n g a t 700 Mcf 
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a d a y f o r GPU. Any d e 1 i v e r a b i 1 i t i e s i n e x c e s s o f 

t h a t w o u l d be s u b j e c t t o t h e c a l e n d a r . 

Q. You w o u l d a n t i c i p a t e d e 1 i v e r a b i 1 i t i e s 

i n e x c e s s o f 700 Mcf a d a y , t h e n ? 

A. C o m b i n e d GPU, y e s , t a k i n g i n t o a c c o u n t 

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

300 Mcf a d a y , a n d i n i t i a l d e 1 i v e r a b i 1 i t i e s i n 

t h e , maybe, 1 m i l l i o n a d a y r a n g e a n d a r e r a p i d l y 

d e c l i n i n g , y e s . So, we m i g h t h a v e an o v e r a l l GPU 

o f 1300 o r so f o r t h e f i r s t y e a r . 

Q. And t h i s was i n t e r m s o f an i n f i l l 

d r i l l i n g p r o g r a m , so y o u ' r e c o m b i n i n g t h e t w o 

d e l i v e r a b i l i t i e s ? 

A. Y e s , s i r . 

CHAIRMAN LEMAY: I h a v e no f u r t h e r 

q u e s t i o n s . A d d i t i o n a l q u e s t i o n s o f t h e w i t n e s s ? 

I f n o t , he may be e x c u s e d . T h a n k y o u , 

Mr. C z i r r . Mr. K e l l a h i n ? 

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

C o m m i s s i o n , a t t h i s t i m e we w o u l d l i k e t o make a 

p r e s e n t a t i o n f o r Amoco, a n d t h e n Mr. K e l l a h i n 

w i l l f o l l o w w i t h a p r e s e n t a t i o n f o r M e r i d i a n . 

CHAIRMAN LEMAY: T h a t ' s f i n e , Mr. 

C a r r . You may do s o . 
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JAMES WILLIAM HAWKINS 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e y o u r name f o r t h e 

r e c o r d , p l e a s e . 

A. James W i l l i a m Hawkins. 

Q. Mr. Hawkins, where do you r e s i d e ? 

A. I n Denver, C o l o r a d o . 

Q. By whom a r e you employed? 

A. Amoco P r o d u c t i o n Company. 

Q. I n what c a p a c i t y ? 

A. As a p e t r o l e u m e n g i n e e r . 

Q. Do y o u r d u t i e s w i t h Amoco r e q u i r e t h a t 

you f a m i l i a r i z e y o u r s e l f w i t h t h e New Mexico 

p r o r a t i o n i n g system? 

A. Yes, t h e y do. 

Q. And have you done t h a t ? 

A. Yes, I have. 

Q. Are you f a m i l i a r w i t h t h e p r o d u c t i o n 

l e v e l s and t r e n d s f o r t h e p r o r a t e d p o o l s i n t h e 

San Juan B a s i n ? 

A. Yes, I am. 

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e 
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t h i s D i v i s i o n and had y o u r c r e d e n t i a l s as a 

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

r e c o r d ? 

A. Yes, I have. 

Q. You've t e s t i f i e d i n p r i o r a l l o w a b l e 

h e a r i n g s , have you n o t ? 

A. Yes, I have. 

Q. Are you f a m i l i a r w i t h t h e p r e l i m i n a r y 

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

N o r t h w e s t New Mexico t h a t have been p r o p o s e d by 

t h e O i l C o n s e r v a t i o n D i v i s i o n ? 

A. Yes. 

Q. And a r e you p r e p a r e d t o make 

rec o m m e n d a t i o n s t o t h e Commission c o n c e r n i n g 

a d j u s t m e n t s t o t h e s e p r e l i m i n a r y f i g u r e s ? 

A. Yes, l a m . 

MR. CARR: Are t h e w i t n e s s ' 

q u a l i f i c a t i o n s a c c e p t a b l e ? 

CHAIRMAN LEMAY: H i s q u a l i f i c a t i o n s a r e 

ac c e p t ab1e. 

Q. Have you p r e p a r e d c e r t a i n e x h i b i t s f o r 

p r e s e n t a t i o n h e r e t o d a y ? 

A. Yes, I have. 

Q. Would you r e f e r t o what has bee:n marked 

as Amoco E x h i b i t No. 1, i d e n t i f y t h a t e x h i b i t , 
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and t h e n r e v i e w t h i s f o r t h e Commission? 

A. Yes. Amoco E x h i b i t No. 1 i s a t a b l e 

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

B a s i n , and i t shows t h e NMOCD p r e l i m i n a r y 

e s t i m a t e w h i c h i s based on t h e p r i o r y e a r ' s 

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

say . 

I t a l s o has a l i n e f o r an 

Araoco-recoramended a d j u s t m e n t f o r each o f t h o s e 

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

a l l o w a b l e . We've l o o k e d a t a l l f o u r o f t h e p o o l 

i n t h e N o r t h w e s t . The B a s i n Dakota, B l a n c o P.C. 

South and T a p a c i t o . I n our o p i n i o n , t h e y a l l 

have a s u f f i c i e n t a l l o w a b l e t o accommodate 

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

d i f f e r e n c e s f r o m c u r r e n t p r o d u c t i o n , i n our 

o p i n i o n . 

The B l a n c o MesaVerde a l l o w a b l e o f 16.7 

m i l l i o n c u b i c f e e t p er month i s p r o b a b l y — o r I 

guess i t ' s Bcf per month, i s , i n our o p i n i o n , a 

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

t h a t p o o l . We w o u l d recommend a 500 m i l l i o n a 

month c o r r e c t i o n t o b r i n g t h a t m o n t h l y p o o l 

a l l o w a b l e up t o 17.2 B c f . 

Q. Would you now go t o Amoco E x h i b i t No. 
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2, i d e n t i f y and r e v i e w t h a t f o r t h e Commission? 

A. Yes, E x h i b i t No. 2 i s a p r o d u c t i o n 

c u r v e f r o m t h e B l a n c o MesaVerde p o o l . I t ' s shown 

i n Bcf a month, and i t ' s shown o v e r t h e l a s t two 

and a h a l f y e a r s . 

You can see t h a t , i f you l o o k i n 1993, 

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

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

r e p o r t p u b l i s h e d by t h e NMOCD, has a c t u a l 

p r o d u c t i o n f i g u r e s f o r J a n u a r y , F e b r u a r y , March 

and A p r i l , and May and June we have shown w i t h 

t r i a n g l e s , e s t i m a t e s o f p o o l p r o d u c t i o n based on 

Amoco's i n t e r n a l p r o d u c t i o n f i g u r e s f r o m our 

o p e r a t e d w e l l s . 

And we've g r o s s e d up, on a r a t i o o f our 

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

what we t h i n k t h e t o t a l p o o l p r o d u c t i o n p r o b a b l y 

i s . Our p r o d u c t i o n i n c r e a s e d i n May and June, 

and, based on t h a t , w o u l d r e f l e c t an i n c r e a s e i n 

t o t a l p o o l p r o d u c t i o n , May b e i n g r o u g h l y 18 Bcf a 

month, and June, a p p r o x i m a t e l y 17 Bcf a month. 

And j u s t our o v e r a l l r e f l e c t i o n o f t h i s 

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

MesaVerde i s h o l d i n g f a i r l y s t e a d y , a r o u n d t h e 17 

Bcf a month r a n g e , maybe s l i g h t l y h i g h e r i n t h e 
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l a s t c o u p l e o f months' p r o d u c t i o n t h a t we have 

a v a i l a b l e . 

So, i t ' s on t h a t b a s i s t h a t we wo u l d 

recommend t h e p o o l a l l o w a b l e be s e t a t 17.2 B c f , 

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

p er i o d . 

Q. Mr. Hawkins, i f Amoco's re c o m m e n d a t i o n 

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

a l l o w a b l e s more i n l i n e w i t h t h e a b i l i t y o f t h i s 

p o o l t o pro d u c e ? 

A. I b e l i e v e i t w i l l s t a y i n l i n e w i t h t h e 

c u r r e n t p r o d u c t i o n l e v e l , y e s . 

Q. Would t h e s e recommended a l l o w a b l e s more 

a c c u r a t e l y r e f l e c t t h e demand f o r n a t u r a l gas 

f r o m t h e p o o l ? 

A. Yes, I t h i n k t h e y w i l l . 

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

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

A. No. I do n o t . 

Q. Were E x h i b i t s 1 and 2 p r e p a r e d by you? 

A. Yes, t h e y were. 

MR. CARR: At t h i s t i m e , Mr. LeMay, we 

move t h e a d m i s s i o n o f Amoco E x h i b i t s 1 and 2. 

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

E x h i b i t s 1 and 2 w i l l be a d m i t t e d i n t o t h e 
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r e c o r d . 

MR. KELLAHIN: That c o n c l u d e s my 

e x a m i n a t i o n o f Mr. Hawkins. 

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

wi t n e s s ? 

EXAMINATION 

BY COMMISSIONER BAILEY: 

Q. Do you e x p e c t t o be d r i l l i n g more w e l l 

i n t h e MesaVerde t h i s y e a r ? 

A. I n f a c t we're g o i n g t o be l o o k i n g a t a 

number o f w e l l s t o be d r i l l e d i n 93 and 94, and 

w e ' l l be l o o k i n g a t a l l o f t h e p o o l s , p r i m a r i l y 

D akota and MesaVerde. Some P.C. w e l l s , a l s o . 

Q. Have you t a k e n t h a t i n t o a c c o u n t i n 

y o u r r e c o m m e n d a t i o n h e r e , o r i s t h a t s e p a r a t e ? 

A. I t h i n k t h a t t h e d r i l l i n g t h a t we're 

d o i n g r i g h t now w i l l have a v e r y s m a l l amount o f 

im p a c t on t h e n e x t s i x - m o n t h p r o d u c t i o n p e r i o d . 

As we g e t t h r o u g h our 94 d r i l l i n g , we migrht see 

some i m p a c t on t h e t o t a l p o o l , b u t r i g h t now i t ' 

g o i n g t o be a r e l a t i v e l y s m a l l i m p a c t on t h e 

t o t a l p o o l p r o d u c t i o n . 

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

have . 

CHAIRMAN LEMAY: Commissioner Weiss? 
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COMMISSIONER WEISS: Yes. 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. Are you f a m i l i a r w i t h t h e l o c a t i o n o f 

t h e P h i l l i p s i n f i l l w e l l s ? 

A. Yes, s i r , I am. 

Q. W i l l t h e y r e s u l t i n d r a i n a g e o f Amoco's 

l e a s e s ? 

A. I d o n ' t t h i n k t h e y w i l l . 

COMMISSIONER WEISS: Thank you. 

CHAIRMAN LEMAY: I have no q u e s t i o n s o f 

t h e w i t n e s s . You may be ex c u s e d , Mr. Hawkins. 

Thank y o u . 

JAMES B. FRASER 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

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

o c c u p a t i o n ? 

A. My name i s James F r a s e r . I'm a. 

p r o d u c t i o n s u p e r i n t e n d e n t f o r M e r i d i a n Oi. 1, I n c . , 

l o c a t e d i n F a r m i n g t o n , New Me x i c o . 

Q. As t h e p r o d u c t i o n s u p e r i n t e n d e n t f o r 

M e r i d i a n i n F a r m i n g t o n , have you had p a s t 
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e x p e r i e n c e s w i t h t h e p r o r a t e d gas p o o l s i n 

N o r t h w e s t e r n New Mexico? 

A. Yes s i r , I have. 

Q. And have you p r e v i o u s l y q u a l i f i e d and 

p r o v i d e d t e s t i m o n y as an e x p e r t w i t n e s s b e f o r e 

t h i s Commission on t h a t s u b j e c t ? 

A. Yes, s i r , I have. 

Q. And you c o n t i n u e i n t h a t c a p a c i t y 

t o d a y , w i t h y o u r e x p e r t t e s t i m o n y c o n c e r n i n g you: 

company's r e c o m m e n d a t i o n s f o r t h e s e p r o r a t e d 

p o o l s ? 

A. Yes, s i r . 

MR. KELLAHIN: We t e n d e r Mr. F r a s e r as 

an e x p e r t w i t n e s s . 

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

a c c e p t a b l e . 

Q. L e t me have you t u r n , s i r , t o E x h i b i t 

No. 1. Summarize f o r us what, i f any, 

recom m e n d a t i o n s you have f o r a d j u s t m e n t s i n t h e 

p r o r a t e d p o o l s i n N o r t h w e s t e r n New Me x i c o . 

A. E x h i b i t No. 1 c o n s i s t s o f t h e t o p l i n e 

b e i n g t h e re c o m m e n d a t i o n made by t h e O i l and Gas 

Commission on t h e p r o r a t e d p o o l s f o r t h e n e x t 

s i x - m o n t h t i m e f r a m e ; s p e c i a l l y , t h e B a s i n 

D a k o t a , t h e B l a n c o MesaVerde, and t h e B l a n c o P.C 
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S o u t h . Under t h e " C u r r e n t " l i n e i s l i s t e d t h e 

OCD number, a p p r o x i m a t e l y 9.6 Bcf a month f o r the; 

Dako t a , a p p r o x i m a t e l y 16.7 Bcf f o r t h e MesaVerde, 

and a p p r o x i m a t e l y 1.4 Bcf per month on t h e B l a n c o 

P.C. So u t h . 

The second l i n e t h e r e i s a 

Meri d i a n - r e c o m m e n d e d a d j u s t m e n t . S i m i l a r t o 

Amoco's r e c o m m e n d a t i o n , we d o n ' t recommend any 

a d j u s t m e n t s i n e i t h e r t h e Dakota o r t h e B l a n c o 

P.C. S o u t h , and a r e recommending a 500,000 Mcf 

per month i n c r e a s e on t h e B l a n c o MesaVerde. 

That w o u l d g i v e a t o t a l m o n t h l y p o o l 

a l l o w a b l e f o r t h e r e s p e c t i v e p o o l s o f 9.6 Bcf per 

month, 17.2 Bcf p e r month, and 1.4 Bcf per month, 

r e s p e c t i v e l y . 

Q. Mr. F r a s e r , d e s c r i b e f o r us t h e b a s i s 

upon w h i c h you make t h a t c o n c l u s i o n c o n c e r n i n g 

t h e a d j u s t m e n t s o r l a c k o f a d j u s t m e n t s . 

A. I f you t u r n t o E x h i b i t 2, w h i c h i s a 

two and a h a l f y e a r p r o d u c t i o n p l o t o f t h e B a s i n 

Dakota p o o l , t h e r e a r e s e v e r a l p o i n t s I w o u l d 

l i k e t o make about t h i s e x h i b i t . 

The f i r s t b e i n g t h a t t h e s o l i d s q u a r e s 

on t h e r i g h t - h a n d s i d e o f t h e c u r v e a r e 

M e r i d i a n ' s e s t i m a t e s o f t h e p o o l ' s p r o d u c t i o n f o r 
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t h e months o f May and June o f 1993. 

The s o l i d l i n e t h a t says "average 

e q u a l s 9.6" i s t h e a r i t h m e t i c a v e r a g e o f t h e 

p r e c e d i n g 12 months' p o o l p r o d u c t i o n f o r t h e 

Dakota. You can see t h a t a r i t h m e t i c a v e r a g e i s 

9.6 Bcf per month, w h i c h i s e s s e n t i a l l y t h e same 

as t h e recommended a l l o w a b l e f o r t h e n e x t 

s i x - m o n t h t i m e f r a m e . 

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

l i k e t o p o i n t o u t , and I ' v e made t h i s t e s t i m o n y 

s e v e r a l t i m e s , i s t h a t i n March, A p r i l and May o f 

1992, t h e r e was a s i g n i f i c a n t e v e n t i n t h e San 

Juan B a s i n t h a t a l l o w e d a l l o f t h e s e c o n v e n t i o n a l 

p o o l s t o i n c r e a s e p r o d u c t i o n d r a m a t i c a l l y . And 

t h a t was t h e e x p a n s i o n s o u t o f t h e b a s i n o f t h e 

two m a j o r p i p e l i n e s t h a t t r a n s p o r t gas o u t o f t h e 

b a s i n . 

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

g a t h e r i n g p r e s s u r e s have d e c r e a s e d i n t h e b a s i n , 

w h i c h have a l l o w e d t h e s e two c o n v e n t i o n a l p o o l s 

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

y e a r . B u t , as r e g a r d s t h e a l l o w a b l e f o r t h e n e x t 

t i m e f r a m e , we b e l i e v e t h a t t h e Dakota v a l u e o f 

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

of t h i s p o o l . 
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Q. And t h a t w o u l d t r a c k t h e h i s t o r i c a l 

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

p e r i o d o f t i m e shown on t h e d i s p l a y ? 

A. Yes, i t ' s e s s e n t i a l l y t h e same number 

as t h e p r e v i o u s 12-month a v e r a g e . 

Q. E x p l a i n t h e p u r p o s e o f t h e dashed 

f o r e c a s t , t h a t has a peak i n May o f 93. 

A. Once a g a i n , t h o s e a r e s i m p l y M e r i d i a n ' s 

e s t i m a t e o f t h e p o o l ' s p r o d u c t i o n , based on our 

i n t e r n a l e s t i m a t e o f M e r i d i a n ' s o p e r a t e d 

p r o d u c t i o n , g r o s s e d up by a f a c t o r o f what has 

been our h i s t o r i c r a t i o i n t h e p o o l ' s 

p r o d u c t i o n . We h i s t o r i c a l l y a v e r a g e between 29 

and 30 p e r c e n t o f t h e p o o l ' s p r o d u c t i o n . 

Q. How good a r e you a t f o r e c a s t i n g t h e 

f u t u r e demand f o r p r o d u c t i o n f r o m t h e p o o l ? 

A. I t ' s been f a i r l y a c c u r a t e t h e l a s t 

c o u p l e o f p r o r a t i o n h e a r i n g s . We've d i s c u s s e d 

t h i s i s s u e b e f o r e , and we've been w i t h i n a c o u p l e 

h u n d r e d t h o u s a n d Bcf per month, f o r e v e r y month 

we've e s t i m a t e d ; so, i t ' s f a i r l y accurate'. 

The n e x t c u r v e , E x h i b i t No. 3, i s j u s t 

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

made. T h i s i s a b a r g r a p h f r o m t h e l a s t e l e v e n 

y e a r s o f t h e B a s i n Dakota p r o d u c t i o n on ci Bcf per 
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month bas i s. 

The f a r r i g h t - h a n d s i d e has a s c a l e o f 

p r e s s u r e on p s i , f r o m z e r o t o 400 pounds. The 

s i g n i f i c a n c e o f t h i s , once a g a i n , i s t h a t t h e 

1993 y e a r - t o - d a t e Dakota p r o d u c t i o n has been 

h i g h e r i n t h e l a s t seven y e a r s , I b e l i e v e , s i n c e 

1985. T h i s i s a d i r e c t r e l a t i o n s h i p , I b e l i e v e , 

i n t h e d e c r e a s i n g p r e s s u r e s t h a t have been 

d e s i g n a t e d as t h e t r i a n g l e s on t h e e x h i b i t . 

I n 1991, t h e r e was a f i e l d g a t h e r i n g 

p r e s s u r e o f a p p r o x i m a t e l y 390 p s i . I n t h e l a s t 

two y e a r s t h a t p r e s s u r e has d r o p p e d t o 300 p s i . 

S u b s e q u e n t l y , t h e p r o d u c t i o n i n t h e Dakota has 

r i s e n f r o m s l i g h t l y u nder 7 Bcf per month i n 

1991, t o a p p r o a c h i n g 10 Bcf per month i n 1993. 

Q. L e t ' s t u r n now t o t h e B l a n c o MesaVerde, 

t o Exh i b i t 4. 

A. T h i s i s t h e same p r e s e n t a t i o n on t h e 

MesaVerde as we've j u s t gone t h r o u g h on t h e 

Dako t a . Once a g a i n , t h i s i s m o n t h l y p r o d u c t i o n 

o f t h e B l a n c o MesaVerde p o o l on a Bcf p e r month 

b a s i s , f r o m J a n u a r y o f 1991, or t h e l a s t two and 

a h a l f y e a r s . 

Once a g a i n , I ' v e e s t i m a t e d t h e May and 

June numbers, based on M e r i d i a n ' s i n t e r n a l 
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v a l u e s , and g r o s s e d t h a t up t o t h e t o t a l p o o l 

p r o d u c t i o n . I ' v e e s t i m a t e d 18.2 Bcf per month i n 

May, and 17.0 Bcf per month i n June. 

U s i n g t h o s e two numbers, as w e l l as t h e 

p r e v i o u s 10 months, t h e su b s e q u e n t 12-month 

a v e r a g e f o r t h e MesaVerde i s 16.8 Bcf a month. 

Q. I f you l o o k a t t h a t a v e r a g e , t h a t ' s 

p r e t t y c l o s e t o t h e D i v i s i o n ' s s c h e d u l e w i t h o u t 

a d j u s t m e n t , t h e 16.7 Bc f ? 

A. T h a t ' s c o r r e c t . 

Q. And y e t , y o u ' r e r e q u e s t i n g h a l f a Bcf 

a d j u s t m e n t . What's t h e pur p o s e ? 

A. S e v e r a l r e a s o n s f o r t h a t , s i r . The 

f i r s t b e i n g t h a t even o v e r t h a t 12-month t i m e 

f r a m e , t h e MesaVerde has shown a c o n s i s t e n t 

a b i l i t y t o p r o d u c e above 17 Bcf per month. S i x 

of t h o s e 12 months, i n t h a t l a s t 12 months, have 

p r o d u c t i o n o v e r 17 B c f . The two months t h a t 

r e a l l y k i n d o f knocked t h e av e r a g e down, i f you 

w i l l , a r e F e b r u a r y and A p r i l o f 1993. 

I t h i n k t h e r e ' s two r e a s o n s f o r 1 t h a t . 

One i s , e s p e c i a l l y i n F e b r u a r y , o f c o u r s e , i t ' s a 

s h o r t month. There's o n l y 28 days i n t h e month. 

The o t h e r t h i n g i s , t h e s p r i n g o f t h i s y e a r , b o t h 

F e b r u a r y and A p r i l , t h e San Juan B a s i n had a 
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t r e m e n d o u s l y wet w i n t e r , and i t was i n c r e d i b l y 

h a r d t o g e t t o a l l t h e w e l l s and m a i n t a i n 

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

T h a t ' s why I b e l i e v e t h o s e two months had an 

a d v e r s e e f f e c t , due t o t h e i n c l e m e n t w e a t h e r 

c o n d i t i o n s . 

As I s a i d , i n t h e n e x t s i x - m o n t h t i m e 

f r a m e , I t h i n k t h e p r o d u c t i o n o f t h e MesaVerde 

p o o l w i l l i n c r e a s e t o a v e r a g e i n t h e 17.2 Bcf 

r a n g e . I t h i n k t h a t ' s due t o s e v e r a l r e a s o n s . 

M e r i d i a n i s c o n c e n t r a t i n g t h e b u l k o f our 

dev e l o p m e n t a c t i v i t y , b o t h i n 1993 and 1994, 

t o w a r d s t h e MesaVerde. 

I n a d d i t i o n , o p e r a t o r s , as w e l l as 

o t h e r p i p e l i n e companies, a r e l o o k i n g f o r more 

e f f i c i e n t ways t o u t i l i z e t h e a s s e t i n t h e 

MesaVerde p o o l , t o e x p l o i t t h e e x i s t i n g 

p r o d u c t i o n . One o f t h o s e methods i s i n c r e a s e d 

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

s y s t e m s . 

B o t h M e r i d i a n , and I know s e v e r a l o f 

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

t o i n c r e a s e p r o d u c t i o n f r o m e x i s t i n g MesaVerde 

w e l l s w i t h c o m p r e s s i o n p r o j e c t s . 

And I b e l i e v e t h o s e two c o n d i t i o n s w i l l 
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a l l o w t h e MesaVerde p r o d u c t i o n t o i n c r e a s e i n t h e 

n e x t s i x - m o n t h t i m e f r a m e . The MesaVerde i s more; 

a p p l i c a b l e t o c o m p r e s s i o n p r o j e c t s t h a n t h e 

Dak o t a , due t o t h e n a t u r e o f t h e r e s e r v o i r r o c k . 

I t ' s more h i g h l y p e r m e a b l e t h a n t h e D a k o t a , and 

t h e r e f o r e i t r e s p o n d s q u i c k e r and b e t t e r t o 

r e d u c e d g a t h e r i n g p r e s s u r e s . 

For t h o s e r e a s o n s , I b e l i e v e t h e 

MesaVerde p r o d u c t i o n w i l l i n c r e a s e above t h a t 

a r i t h m e t i c a v e r a g e t h a t we've seen i n t h e l a s t 12 

months. 

Q. Do you have a d i s p l a y t h a t shows t h e 

e f f e c t , i f any, o f a d j u s t m e n t s i n p i p e l i n e 

p r e s s u r e on p r o d u c t i o n ? 

A. Yes, s i r , E x h i b i t No. 5 shows t h e same 

p r e s e n t a t i o n as I ' v e shown on t h e Dakota. Once 

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

p r o d u c t i o n o f t h e p o o l on a B e f - p e r - m o n t h b a s i s 

on t h e MesaVerde. 

As you can see by t h e bar g r a p h , I 

e s t i m a t e 1993 w i l l have t h e h i g h e s t p r o d u c t i o n i n 

t h e MesaVerde p o o l s i n c e b e f o r e 1982; so, w i t h 

t h e l a s t 11 y e a r s , 1993 w i l l be t h e h i g h e s t 

p r o d u c t i o n y e a r . 

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

As I p r e v i o u s l y t e s t i f i e d , t h e 390 p s i , i n 1991, 

has d r o p p e d t o 300 p s i a p p r o x i m a t e l y i n 1993, 

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

i n c r e a s e . I n 1991, t h e p o o l ' s p r o d u c t i o n was 

l e s s t h a n 13 Bcf per month. R i g h t now, I t h i n k 

t h e p o o l ' s d e l i v e r a b i l i t y i s i n t h e 17 Bcf per 

month r a n g e . 

Q. Would you t u r n t o y o u r l a s t e x h i b i t , 

No. 6. Summarize i t f o r us what you've shown. 

A. T h i s i s a s p r e a d s h e e t w h i c h d e t a i l s t h e 

l a s t t h r e e p r o r a t i o n p e r i o d s ; t h e summer o f 1992, 

t h e w i n t e r o f 1992-93, t h i s c u r r e n t summer o f 

1993, and t h e n t h e n e x t w i n t e r p e r i o d . What i t 

summarizes i s t h e a l l o w a b l e f o r t h o s e t h r e e p o o l s 

I ' v e d i s c u s s e d t h i s m o r n i n g , and t h e a c t u a l 

p r o d u c t i o n f o r t h e same t i m e f r a m e . 

The p o i n t on a l l t h r e e p o o l s i s t h a t 

t h e a c t u a l p r o d u c t i o n has e q u a l e d t o or exceeded 

t h e a l l o w a b l e f o r t h o s e t h r e e t i m e frames;. Once 

a g a i n , I t h i n k t h i s i s a d i r e c t e f f e c t o f t h e 

p i p e l i n e p r e s s u r e s i n t h e b a s i n t h a t have; a l l o w e d 

t h e b a s i n s t o i n c r e a s e p r o d u c t i o n and have been 

a b l e t o exceed o r meet t h e a l l o w a b l e t h a t has 

been g r a n t e d i n t h e l a s t t h r e e p r o r a t i o n p e r i o d s . 
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Q. I s t h e r e m a r k e t demand f o r p o o l 

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

l e v e l o f p r o d u c t i o n ? 

A. Yes, s i r , t h e r e i s . 

Q. W i l l t h i s l e v e l o f p r o d u c t i o n exceed 

marke t demand? 

A. No, s i r , I d o n ' t b e l i e v e i t w i l l . 

Q. How about t h e c a p a c i t y o f t h e syst e m t o 

t a k e t h e s e l e v e l s o f p r o d u c t i o n ? 

A. Yes. As t h e syst e m c u r r e n t l y e x i s t s , 

t h e r e ' s s t i l l e xcess c a p a c i t y i n t h e m a i n - l i n e 

take-away c a p a c i t y o u t o f t h e b a s i n . 

MR. KELLAHIN: That c o n c l u d e s my 

e x a m i n a t i o n Mr. F r a s e r . We move t h e i n t r o d u c t i o n 

o f h i s E x h i b i t s 1 t h r o u g h 6. 

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

E x h i b i t s 1 t h r o u g h 6 w i l l be a d m i t t e d i n t o t h e 

r e c o r d . 

Q u e s t i o n s o f Mr. F r a s e r ? Commissioner 

B a i l e y ? 

MS. BAILEY: No. 

CHAIRMAN LEMAY: Commissioner Weiss? 

COMMISSIONER WEISS: Yes. I have t h e 

same q u e s t i o n on t h e B a s i n D a k o t a . 
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EXAMINATION 

BY COMMISSIONER WEISS: 

Q. Are you f a m i l i a r w i t h t h e p r o p o s e d 

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

w e l l s ? 

A. No, s i r , I'm s p e c i f i c a l l y n o t . 

COMMISSIONER WEISS: I have no o t h e r 

q u e s t i o n s . Thank you. 

CHAIRMAN LEMAY: J u s t a c o u p l e , Mr. 

F r a s e r . 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. Does M e r i d i a n p l a n t o d r i l l some i n f i l 

w e l l s i n t h e B a s i n Dakota F i e l d , as w e l l as t h e 

MesaVerde ? 

A. We have a few p l a n n e d , b u t i t won't 

s i g n i f i c a n t l y i m p a c t t h e t o t a l p o o l a l l o w a b l e . 

Q. Do you happen t o know, on t h e 

p r o j e c t i o n o f f u e l g a t h e r i n g p r e s s u r e s , when t h e 

p l a n s a r e t o i n s t a l l a d d i t i o n a l c o m p r e s s o r s , and 

how much e f f e c t t h a t w i l l have on f u e l g a t h e r i n g 

p r e s s u r e s i n t h e f i e l d ? 

A. S p e c i f i c a l l y no, I t h i n k t h e p r o j e c t s 

a r e on t h e d r a w i n g b o a r d , s i r , b u t I d o n ' t know 

e x a c t l y t h e t i m e f r a m e . I b e l i e v e we're t a l k i n g 
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t h e 1994 t i m e f r a m e , s p r i n g 1994. 

M e r i d i a n i s i n s t a l l i n g s e v e r a l p r o j e c t s 

r i g h t now on some o f our c o n v e n t i o n a l systems 

t h a t we o p e r a t e , and we're i n s t a l l i n g c o m p r e s s i o n 

t h i s month and n e x t month t o r e d u c e t h o s e 

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

Q. So, i f t h a t t i m e frame was a d h e r e d t o , 

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

a f f e c t i n g t h e p r o r a t i o n p e r i o d we're t a l k i n g 

a b o u t now? 

A. I b e l i e v e J a n u a r y i s a c t u a l l y when some 

of t h e s e w i l l t a k e e f f e c t , w h i c h w o u l d be h a l f o f 

t h e p r o r a t i o n p e r i o d we're d i s c u s s i n g . 

Q. Have you done any work a t a l l t o 

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

p r o d u c e d , w i t h pounds d r o p p e d i n g a t h e r i n g 

p r e s s u r e ? 

A. J u s t on an i s o l a t e d b a s i s , s i r . On 

i n d i v i d u a l w e l l s we have, y e s , b u t n o t on a 

p o o l - w i d e b a s i s . 

CHAIRMAN LEMAY: I have no a d d i t i o n a l 

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

Any a d d i t i o n a l q u e s t i o n s ? I f n o t , he 

may be excu s e d . Thank y o u , Mr. F r a s e r . 

MR. KELLAHIN: I t h i n k t h a t c o m p l e t e s 
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t h e p r e s e n t a t i o n i n t h e N o r t h w e s t p o o l s . 

CHAIRMAN LEMAY: Mr. C a r r , i s t h e r e 

a n y t h i n g e l s e i n t h e N o r t h w e s t ? 

MR. CARR: N o t h i n g f u r t h e r on t h e 

N o r t h w e s t p o o l s . 

CHAIRMAN LEMAY: Does anyone have any 

a d d i t i o n a l comments or s t a t e m e n t s c o n c e r n i n g t h e 

N o r t h w e s t ? 

Okay. L e t ' s t a k e a b o u t a 15-minu.te 

b r e a k , and t h e n w e ' l l t a k e up t h e S o u t h e a s t . 

[A r e c e s s was t a k e n . ] 

CHAIRMAN LEMAY: We s h a l l c o n t i n u e , 

w i t h t h e Eumont F i e l d , Mr. C a r r , i n t h e 

S o u t h e a s t . 

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

Commission, I w o u l d c a l l , a t t h i s t i m e , R o b e r t E. 

Green. 

ROBERT E. GREEN 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e y o u r f u l l name f o r t h e 

r e c o r d , p l e a s e . 

A. My name i s R o b e r t E. Green. I'm a 
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n a t u r a l gas c o o r d i n a t o r w i t h Chevron, U.S.A., i n 

M i d l a n d , Texas. 

Q. C o u l d you t e l l u s , Mr. Green, what a 

n a t u r a l gas c o o r d i n a t o r a c t u a l l y does? 

A. As such, I s u p e r v i s e p r o c e s s e s , 

f o r e c a s t i n g o f gas a v a i l a b l e f o r s a l e , n o m i n a t i n g 

and c o n f i r m i n g t h a t gas, and d e l i v e r i n g i t i n t o 

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

A d d i t i o n a l l y , I c o o r d i n a t e and 

n e g o t i a t e gas s a l e s , c o n t r a c t s , b o t h on t h e 

s h o r t - t e r m s p o t m a r k e t s and on t h e l o n g e r t e r m 

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

Q . How l o n g have you been i n t h i s 

p o s i t i o n ? 

A. I have been i n t h i s c u r r e n t p o s i t i o n 

f o r one y e a r . However, I have been i n t h e 

n a t u r a l gas p a r t o f t h e company s i n c e 19 8 1.. 

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e 

t h i s Commission a t gas a l l o w a b l e h e a r i n g s ? 

A. Yes, I have. As I s a i d i n t h e F e b r u a r y 

2 5 t h h e a r i n g b e f o r e t h i s Commission, Chevron i s 

b u l l i s h on n a t u r a l gas, and we s t i l l a r e t o d a y . 

N a t u r a l gas i n t h e U n i t e d S t a t e s r e m a i n s t o be 

v e r y br i g h t . 

Chevron has m a i n t a i n e d i t s m u l t i p l e 
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m a r k e t p o s i t i o n f o r New M e x i c o g a s i n t o t h e 

M i d w e s t , T e x a s G u l f C o a s t , a n d e a s t o f t h e 

M i s s i s s i p p i , as w e l l as t h e C a l i f o r n i a m a r k e t s . 

Q. A t t h e t i m e o f y o u r p r i o r t e s t i m o n y , 

w e r e y o u r c r e d e n t i a l s as an e x p e r t i n t h e a r e a o f 

n a t u r a l g a s m a r k e t i n g m a t t e r s a c c e p t e d a n d made a 

m a t t e r o f r e c o r d ? 

A. Y e s, t h e y w e r e . 

Q. A r e y o u f a m i l i a r w i t h t h e c u r r e n t 

demand f o r n a t u r a l g a s f r o m New M e x i c o ? 

A. Y es, I am. 

Q. Have y o u p r e p a r e d e x h i b i t s w h i c h 

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

i n d u s t r y a n d t h e m a r k e t f o r n a t u r a l g a s ? 

A. Y es, I h a v e . 

MR. CARR: A r e Mr. G r e e n ' s c r e d e n t i a l s 

a c c e p t a b l e ? 

CHAIRMAN LEMAY: T h e y ' r e a c c e p t a b l e . 

Q. Have y o u p r e p a r e d c e r t a i n e x h i b i t s f o r 

p r e s e n t a t i o n h e r e t o d a y ? 

A. Y e s , I h a v e p r e p a r e d some e x h i b i t s 

h e r e . 

Q. W o u l d y o u r e f e r t o w h a t h a s b e e n m a r k e d 

as C h e v r o n E x h i b i t No. 1 , i d e n t i f y t h i s a n d 

r e v i e w i t f o r t h e C o m m i s s i o n . 
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A. Yes. Chevron E x h i b i t No. 1 i s t h e 

U n i t e d S t a t e s R i g Count as assembled by 

Baker-Hughes C o r p o r a t i o n . On t h a t , I w o u l d l i k e 

t o p o i n t o u t t o t h e Commission t h e n a t u r a l gas 

r i g l i n e t h e r e . 

Chevron p r e d i c t s t h a t t h e r e i s a need 

f o r up t o 500 n a t u r a l gas r i g s r u n n i n g i n t h e 

U n i t e d S t a t e s t o m a i n t a i n t h e r e s e r v e r e p l a c e m e n t 

t h a t we need f o r t h e p r o d u c t i o n i n t h e U n i t e d 

S t a t e s . 

C u r r e n t l y , we l o o k t o have a b o u t a 

3 5 0 - r i g a v e r a g e f o r 1993. 

Q. L e t ' s move now t o Chevron E x h i b i t 2. 

Would you i d e n t i f y t h a t ? 

A. Chevron E x h i b i t 2 i s t h e d o m e s t i c 

i n d u s t r y e x p l o r a t i o n and de v e l o p m e n t e x p e n d i t u r e s 

o v e r t h e p a s t few y e a r s . I w o u l d l i k e t o p o i n t 

o u t on t h i s t h e e f f e c t s o f t h e e x t e n d e d d e c l i n e , 

and t h e Domestic E & P b u d g e t s . And t h e y ' r e 

becoming more a p p a r e n t as t h e n a t u r a l gas 

d e l i v e r a b i l i t y l e v e l s c o n t i n u e t o d e c l i n e . 

G i v en t h e two t o f i v e - y e a r t i m e p e r i o d 

t h a t i t t a k e s a m a j o r o i l company t o d e v e l o p a 

p r o j e c t , i t w i l l t a k e s e v e r a l y e a r s o f 

c o n t i n u a l l y i n c r e a s i n g d o m e s t i c b u d g e t s b e f o r e we 
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can g e t major n a t u r a l gas r e s o u r c e s o n t o l i n e . 

T h i s y e a r ' s s t r e n g t h , however, i n t h e 

n a t u r a l gas p r i c e s , has p r o v i d e d f o r some 

i n c e n t i v e t o p r o d u c e r s , and w h i l e Chevron has n o t 

i n c r e a s e d i t s d o m e s t i c b u d g e t , we have s h i f t e d 

our b u d g e t t o gas p r o j e c t s i n t h e S t a t e o f New 

Mex i c o . 

E x p e n d i t u r e s t h i s y e a r a r e up i n our 

I n d i a n B a s i n and Eumont p o o l s , because o f t h e 

o p p o r t u n i t y t h a t we're p r o v i d e d i n t h o s e f i e l d s . 

A s i g n i f i c a n t f a c t o r i n t h o s e o p p o r t u n i t i e s has 

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

see i n New Mexi c o . 

Q. L e t ' s now go t o y o u r r e s e r v e e x h i b i t , 

E x h i b i t No. 3. W i l l you r e v i e w t h a t f o r t h e 

Commiss i o n ? 

A. Yes. E x h i b i t 3 i s t h e r e s e r v e 

a d d i t i o n s and p r o d u c t i o n i n t h e U n i t e d S t a t e s and 

t h e p e t r o l e u m i n d u s t r y . As y o u ' l l n o t i c e , t h e 

r e s e r v e a d d i t i o n s have n o t m a i n t a i n e d pace w i t h 

p r o d u c t i o n i n t h e U n i t e d S t a t e s o v e r t h e p a s t 11 

y e a r s . 

The A m e r i c a n Gas A s s o c i a t i o n f u r t h e r 

f o r e c a s t s t h a t i n 1992, t h e r e s e r v e a d d i t i o n s 

were o n l y i n t h e 12 t o 14 T c f r a n g e , and t h e 1993 
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r e s e r v e a d d i t i o n s w i l l f o l l o w t h e 1992 f o r e c a s t . 

T h e r e f o r e , w e ' l l o n l y r e p l a c e 70 t o 85 p e r c e n t o f 

th e p r o d u c t i o n i n t h e U n i t e d S t a t e s i n 19 9 3. 

Q. Mr. Green, l e t ' s now go t o E x h i b i t No. 

4. R e f e r r i n g t o t h i s e x h i b i t , w i l l you r e v i e w 

f o r t h e Commission what you see t o be t h e s t a t u s 

of gas s t o r a g e l e v e l s ? 

A. Yes. E x h i b i t 4 i s t h e U n i t e d S t a t e s 

w o r k i n g gas s t o r a g e l e v e l s and t h e i n v e n t o r i e s . 

As y o u ' l l n o t i c e , and as we s t a t e d i n 

th e F e b r u a r y h e a r i n g , gas s t o r a g e l e v e l s were a t 

a s i g n i f i c a n t low. R i g h t i n t h e m i d d l e o f t h e 

gr a p h y o u ' l l see t h a t i n t h e F e b r u a r y t i m e , i t 

was a t a s i g n i f i c a n t l ow, and i t b o t t o m e d o u t i n 

March, and some p e o p l e i n t h e i n d u s t r y seemed t o 

t h i n k t h a t we a c t u a l l y r a n o u t o f gas s t o r a g e 

d u r i n g t h e March t i m e f r a m e . T h i s has caused a 

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

th e i n d u s t r y t o d a y . 

The gas s t o r a g e l e v e l s , as y o u ' l l n o t e 

on t h e g r a p h — a n d t h e u p d a t e s a r e n o t on t h e r e 

t h r o u g h J u l y , h o w e v e r — b u t y o u ' l l n o t i c e on t h e 

gr a p h t h a t s i g n i f i c a n t amounts o f n a t u r a l gas 

were i n p u t i n t o s t o r a g e d u r i n g t h e May and June, 

as w e l l as J u l y t i m e f r a m e , t o come back i n t o 
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l i n e . However, t h e y ' r e o n l y w i t h i n a b o u t one 

p e r c e n t o f where t h e y were a t t h i s t i m e l a s t 

y e a r , w h i c h was a t a f o u r - y e a r low. 

Q. L e t ' s go now t o E x h i b i t No. 5. Would 

you i d e n t i f y t h a t ? 

A. E x h i b i t 5 d e p i c t s t h e s p o t gas p r i c e s 

i n t o t h e E l Paso n a t u r a l gas p i p e l i n e i n t h e 

Permian B a s i n . We have two t h i n g s on t h e r e . 

One, we have t h e h i s t o r i c a l p r i c e s s i n c e 1991, 

and t h e n , f o l l o w i n g f o r w a r d , September 1993 i s 

t h e New York M e r c a n t i l e Exchange p r i c e s , as t h e y 

c l o s e d on Tuesday, August 17, 1993. Th e y ' r e 

a d j u s t e d f o r t h e Waha i n t e r c h a n g e . 

As you can see, and as we f o r e c a s t back 

i n F e b r u a r y o f 1993, we saw t h e l o w e s t p r i c e f o r 

n a t u r a l gas t h i s y e a r . The f o r e c a s t shows t h a t 

i t ' s g o i n g t o be a v e r y s t r o n g w i n t e r h e a t i n g 

season, 1993-94. W i t h t h i s m a r k e t s t r e n g t h , we 

want New Mexico n a t u r a l gas r e s e r v e s t o 

p a r t i c i p a t e i n t h a t o p p o r t u n i t y and n o t t o be 

d i s p l a c e d by o t h e r gas. 

Chevron r e q u e s t s t h a t t h e Commission 

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

and t o n o t r e s t r i c t New Mexico p r o d u c t i o n f r o m 

t h e m a r k e t . 
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Q. Mr. G r e e n , w e r e E x h i b i t s 1 t h r o u g h 5 

p r e p a r e d b y y o u ? 

A. T h e s e e x h i b i t s w e r e p r e p a r e d w i t h t h e 

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

my r e q u e s t . 

Q. Have y o u r e v i e w e d them? 

A. Y es, I h a v e . 

Q. A r e t h e y a c c u r a t e ? 

A. Y e s , t h e y a r e . 

MR. CARR: A t t h i s t i m e , Mr. LeMay, we 

move t h e a d m i s s i o n o f C h e v r o n E x h i b i t s 1 t h r o u g h 

5 . 

CHAIRMAN LEMAY: C h e v r o n E x h i b i t s 1 

t h r o u g h 5 w i l l be a d m i t t e d i n t o t h e r e c o r d 

w i t h o u t a n y c o n f l i c t . 

MR. CARR: T h a t c o n c l u d e s my d i r e c t 

e x a m i n a t i o n o f Mr. G r e e n . 

EXAMINER STOGNER: Q u e s t i o n s o f Mr. 

G r e e n ? C o m m i s s i o n e r B a i l e y ? 

EXAMINATION 

BY COMMISSIONER BAILEY: 

Q. On E x h i b i t No. 3, c o u l d y o u p l e a s e 

e x p l a i n t h e r e v i s i o n s a n d a d j u s t m e n t s p o r t i o n o f 

e a c h b a r ? 

A. The r e v i s i o n s a n d a d j u s t m e n t s p o r t i o n 
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of t h e bar i s t h e r e s e r v o i r e n g i n e e r i n g p a r t o f 

t h a t , where y o u ' r e g o i n g i n t o an e s t a b l i s h e d 

f i e l d or an e s t a b l i s h e d w e l l , where you r e v i e w 

t h e r e s e r v e s i n t h a t w e l l , f o r w h a t e v e r r e a s o n . 

You may have a l o w e r g a t h e r i n g system 

p r e s s u r e i n t o t h e f i e l d a t t h a t t i m e , o r you may 

have worked o v e r a w e l l or p e r f o r a t e d a d d i t i o n a l 

pay i n t h a t zone, and t h a t w o u l d cause r e v i s i o n 

or a d j u s t m e n t t o an e x i s t i n g r e s e r v o i r . 

MS. BAILEY: Okay. Thank you. 

EXAMINER STOGNER: Commissioner Weiss? 

COMMISSIONER WEISS: I have no 

que s t i ons. 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. Mr. Green, y o u r E x h i b i t 4, I assume you 

have t h e b o t t o m a x i s , August t h r o u g h J u l y , b u t 

t h e y ' r e n o t i n y e a r s . I assume y o u r h a l f o f t h a t 

i s 1993, and h a l f i s 1992? 

A. Yes, s i r , t h a t ' s c o r r e c t . That: i s up 

t h r o u g h J u l y o f 1993. 

Q. A l l r i g h t . A l s o on y o u r E x h i b i t No. 5, 

d i d you make any a d j u s t m e n t s f o r t h e NYMEX f u t u r e 

p r i c e s ? T h e y ' r e q u o t e d a t Henry Hub, a r e t h e y , 

and s p o t p r i c e s a r e q u o t e d f r o m where? 
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A. The s p o t p r i c e s t h a t a r e p l o t t e d on 

her e a r e a d j u s t e d 22 c e n t s down f r o m t h e Henry 

Hub f o r Waha. 

Q. So, y o u ' r e s u b t r a c t i n g 22 c e n t s f r o m 

t h e P ermian B a s i n i n t o E l Paso a t Waha, f r o m t h e 

q u o t e d p r i c e s t h a t t h e NYMEX has a t Henry Hub? 

A. C o r r e c t . I'm t a k i n g t h e Henry Hub 

NYMEX, s u b t r a c t i n g 22 c e n t s f r o m t h a t , w h i c h g e t s 

you back t o Waha. 

Q. Gets you back i n a back c a l l , o r i s 

t h a t j u s t h i s t o r i c a l l y t h e d i f f e r e n c e between a 

Waha-quoted p r i c e or what a c t u a l l y i s a t Henry 

Hub? 

A. The 22 c e n t s i s what i t w o u l d c o s t you 

t o g e t Waha gas t o Henry Hub and t o NYMEX. 

Q. T h a t ' s a t r a n s p o r t a t i o n c h a r g e and n o t 

n e c e s s a r i l y a d i f f e r e n t i a l , as you see i t q u o t e d 

i n t h e W a l l S t r e e t J o u r n a l o f what's a c t u a l l y 

h a p p e n i n g o u t t h e r e i n Waha? 

A. W e l l , i t t r a d i t i o n a l l y has been an 

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

Q. So, 22 c e n t s i s n o t o n l y t h e 

t r a n s p o r t a t i o n c o s t , b u t has been t h e a c t u a l 

d i f f e r e n t i a l between t h e gas a t Henry Hub and t h e 

gas a t Waha? 
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A. The 22 c e n t s r e f l e c t s t h e d i f f e r e n t i a l 

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

Q. I guess what I'm g e t t i n g a t i s , i s 

t h e r e t r u l y t h a t much d i f f e r e n c e i n a c t u a l 

d e l i v e r i e s a t Waha and Henry Hub, a c c o r d i n g t o 

s p o t p r i c e s ? I n o t h e r w o r d s , i s t h e gas g o i n g t o 

Henry Hub g e t t i n g 22 c e n t s more t h a n our gas 

g o i n g t o Waha? 

A . Yes. 

CHAIRMAN LEMAY: Thank you. 

A d d i t i o n a l q u e s t i o n s o f t h e w i t n e s s ? 

I f n o t , he may be excu s e d . 

MR. CARR: At t h i s t i m e , we c a l l A l a n 

B o h l i n g . 

ALAN BOHLING 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e y o u r name and p l a c e o f 

r e s i d e n c e ? 

A. My name i s A l a n W. B o h l i n g . I l i v e i n 

M i d l a n d , Texas. 

Q. By whom a r e you employed? 

A. I'm employed by Chevron, U.S.A. 
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Q. And what i s y o u r c u r r e n t p o s i t i o n w i t h 

Chevron? 

A. I am a p e t r o l e u m e n g i n e e r . 

Q. Mr. B o h l i n g , have you p r e v i o u s l y 

t e s t i f i e d b e f o r e t h i s Commission? 

A. Yes, I have. 

Q. And how were you q u a l i f i e d a t t h a t 

t i m e ? As a p e t r o l e u m e n g i n e e r ? 

A. P r o b a b l y as a p r o r a t i o n e n g i n e e r . 

Q. Are you f a m i l i a r w i t h t h e p r e l i m i n a r y 

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

O c t o b e r 1993 t o March 1994, t h a t have been 

p u b l i s h e d by t h e O i l C o n s e r v a t i o n D i v i s i o n ? 

A. Yes, I am. 

Q. Are you p r e p a r e d t o make c e r t a i n 

r e c o m m e n d a t i o n s t o t h e Commission c o n c e r n i n g 

a d j u s t m e n t s t o t h e s e p r e l i m i n a r y f i g u r e s ? 

A. Yes, I am. 

Q. I s y o u r t e s t i m o n y g o i n g t o f o c u s o n l y 

on t h e Eumont gas p o o l ? 

A. I t i s , y e s . 

MR. CARR: Are t h e w i t n e s s ' 

q u a l i f i c a t i o n s a c c e p t a b l e ? 

CHAIRMAN LEMAY: H i s q u a l i f i c a t i o n s a r e 

a c c e p t ab1e. 
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Q. You've p r e p a r e d e x h i b i t s f o r 

p r e s e n t a t i o n t o d a y , have you n o t ? 

A. Yes, I have. 

Q. Could you i d e n t i f y what has been marked 

as Chevron E x h i b i t 1(E) and r e v i e w t h e 

i n f o r m a t i o n on t h a t e x h i b i t f o r t h e Commission? 

A. E x h i b i t 1(E) i s a g r a p h used t o 

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

gas p r o d u c e r s i n t h e Eumont gas p o o l . I t can be 

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

w h i c h i s shown as a s o l i d , r e d l i n e , i s a 

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

p r o d u c t i o n o f t h e Eumont gas p o o l . 

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

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

o p e r a t o r i s s c a l e d on t h e l e f t - h a n d s i d e o f t h e 

g r a p h , w h i l e t h e Eumont P o o l ' s t o t a l d a i l y 

p r o d u c t i o n u t i l i z e s t h e s c a l e on t h e r i g h t - h a n d 

s i d e o f t h e g r a p h . 

Q. B a s i c a l l y , what does t h i s t e l l us about 

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

Chevron's a c t i v i t i e s ? 

A. As I ' l l l a t e r show, on a subs e q u e n t 

e x h i b i t , t h i s i l l u s t r a t e s t h a t i n c l i n e s o r 

i n c r e a s e s i n t h e t o t a l p o o l ' s p r o d u c t i o n i s 
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i m p a c t e d by Chevron's i n c r e a s e s i n p r o d u c t i o n as 

a r e s u l t o f our w o r k o v e r and d r i l l i n g p r o g r a m s . 

Q. L e t ' s go now t o E x h i b i t 2 ( E ) . Can you 

i d e n t i f y and r e v i e w t h a t ? 

A. T h i s e x h i b i t i s a bar g r a p h w h i c h 

shows, i n r e d , t h e p o r t i o n o f t h e Eumont p o o l ' s 

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

Chevron. As can be seen f r o m t h i s g r a p h , Chevron 

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

t h r o u g h o u t each y e a r . 

A l s o , as a r e s u l t o f our w o r k o v e r and 

d r i l l i n g p r o g r a m , we have managed t o i n c r e a s e t h e 

p r o d u c t i o n f r o m a p p r o x i m a t e l y 14,000 t o 22,500 

Mcf a day. T h i s 22,500 Mcf a day r e p r e s e n t s 

a p p r o x i m a t e l y 25 p e r c e n t o f t h e p o o l ' s t o t a l 

d a i l y p r o d u c t i o n , w h i c h i s a p p r o x i m a t e l y 90,000 

Mcf p er day. 

Q. Would you now r e f e r t o E x h i b i t 3(E) 

and, u s i n g t h i s e x h i b i t , r e f e r t o Chevron's 

r e c e n t w o r k o v e r d r i l l i n g program? 

A. E x h i b i t 3(E) i l l u s t r a t e s what Chevron's 

a c t i v i t y i n t h e Eumont gas p o o l has been f o r t h e 

y e a r s 1991 and 1992. 

As a r e s u l t o f t h e Commission's 

a p p r o v a l o f the; 600 Mcf per day minimum a l l o w a b l e 
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i n e s t a b l i s h i n g a s i x - m o n t h a l l o c a t i o n p e r i o d f o r 

t h e Eumont gas p o o l Chevron has c o m p l e t e d 

a p p r o x i m a t e l y 20 w o r k o v e r s and n i n e new d r i l l s i n 

1991. T h i s r e s u l t e d i n an i n c r e a s e o f d a i l y 

p r o d u c t i o n f r o m 14,478 Mcf per day, t o 2 1,780 Mcf 

per day. 

The m a j o r i t y o f t h i s i n c r e a s e d i d n o t 

o c c u r u n t i l t h e l a t e r p a r t o f 1991, due p r i m a r i l y 

t o d e l a y s i n t h e gas p i p e l i n e c o n n e c t i o n s . 

For t h e y e a r 1992, Chevron has 

c o m p l e t e d 10 w o r k o v e r s or r e c o m p 1 e t i o n s , and 

t h r e e new d r i l l s i n t h e Eumont gas p o o l . The 

r e s p o n s e t o t h i s p r o g r a m i s j u s t now becoming 

e v i d e n t , however, due t o t h e d e l a y i n the' 

pr o g r a m , w i t h t h e m a j o r i t y o f our c o m p l e t i o n s 

o c c u r r i n g i n t h e f o r t h q u a r t e r o f 1992. And 

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

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

For 1993, Chevron has p l a n n e d and 

b u d g e t e d f o r an a d d i t i o n a l 14 w o r k o v e r s or 

r e c o m p l e t i o n s , and t h r e e new d r i l l s . We have 

a l r e a d y c o m p l e t e d a p p r o x i m a t e l y f i v e o f t h e s e 

w o r k o v e r s , a l l s i n c e A p r i l o f 93, and, i n 

c o m b i n a t i o n w i t h t h e 1992 pr o g r a m w e l l s , an 

a d d i t i o n a l 2,483 Mcf per day has been added s i n c e 
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1993. T h i s w i l l b r i n g t h e p o o l ' s t o t a l t o 

a p p r o x i m a t e l y 89,285 Mcf p e r d a y . T h i s w i l l be a 

l i t t l e more e v i d e n t i n t h e n e x t e x h i b i t . 

Q. L e t ' s go t o t h a t e x h i b i t now; a n d , b y 

u s i n g t h i s e x h i b i t , w o u l d y o u n o t o n l y t e l l u s 

a b o u t a c t u a l p r o d u c t i o n b u t y o u r p r o d u c t i o n 

f o r e c a s t ? 

A. T h i s e x h i b i t s i s a b a r g r a p h . I w o u l d 

l i k e t o e x p l a i n t h i s b a r g r a p h a n d how i t ' s s e t 

up h e r e , f i r s t . I t shows t h e d a i l y p r o d u c t i o n 

f o r C h e v r o n i n t h e Eumont p o o l f o r A p r i l o f 

199 3 . T h e s e a r e n u m b e r s as t a k e n o u t o f t h e New 

M e x i c o E n g i n e e r i n g C o m m i t t e e b o o k s . 

A g a i n , t h e w h o l e b a r r e p r e s e n t s t h e 

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

b o t t o m o r t h e r e d p o r t i o n o f t h e b a r shows 

C h e v r o n ' s p a r t o f t h a t t o t a l d a i l y p r o d u c t i o n . 

I f we k e e p A p r i l 1 9 9 3 ' s p r o d u c t i o n 

c o n s t a n t a n d j u s t a d d p r o d u c t i o n as a r e s u l t o f 

C h e v r o n ' s 92-93 w o r k o v e r a n d d r i l l i n g p r o g r a m s , 

i t r e s u l t s i n t h e l i g h t - c o l o r e d b a r s , f r o m May o f 

93 t o M a r c h o f 94. 

As I ' v e j u s t s t a t e d , a p p r o x i m a t e l y 

2,483 Mcf p e r d a y h a s b e e n a d d e d by C h e v r o n s i n c e 

A p r i l o f 93, b r i n g i n g t h e p o o l t o t a l , i n A u g u s t 
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of 93, t o a p p r o x i m a t e l y 89,285 Mcf per day. T h i 

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

Commission, o f 88,200 Mcf per day. 

The p r o p o s e d a l l o w a b l e ' s i n d i c a t e d on 

t h i s b a r g r a p h by a l i n e w h i c h p r o j e c t s t h r o u g h 

t h e b a r s a t t h e t o p o f t h e g r a p h . T h i s 

r e p r e s e n t s 697 Mcf p e r day p e r a c r e a g e f a c t o r o f 

1, i n t h e Eumont gas p o o l . 

The r e m a i n i n g 93 Chevron p r o g r a m o f 

n i n e w o r k o v e r s and t h r e e new d r i l l s , i s 

a n t i c i p a t e d t o i n c r e a s e t h e p o o l ' s a v e r a g e d a i l y 

p r o d u c t i o n t o a p p r o x i m a t e l y 95,550 Mcf per day, 

w h i c h w i l l be f o r e c a s t e d w i t h t h e l i g h t b l u e b ar 

a t t h e f a r r i g h t , f r o m t h e p e r i o d o f O c t o b e r o f 

93 t o March o f 94. 

However, under t h e p r o p o s e d a l l o w a b l e 

o f 697 Mcf p e r day, w e ' l l have t o c u r t a i l a l r e a d 

c o m p l e t e d p r o d u c t i o n by a p p r o x i m a t e l y 2,603 Mcf 

per day, and n o t do t h r e e o f t h e n i n e r e m a i n i n g 

w o r k o v e r s n or two o f our p r o j e c t e d t h r e e new 

d r i l l s . T h i s w i l l be an a d d i t i o n a l l o s s o f 

a p p r o x i m a t e l y 3,000 Mcf p e r day. 

Q. Now, i f we l o o k a t E x h i b i t 4 ( E ) , t h a t 

i s y o u r p r o d u c t i o n f o r e c a s t , and on t h a t you hav 

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

RODRIGUEZ REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

15 

1 6 

1 7 

1 8 

1 9 

2 0 

2 1 

2 2 

2 3 

2 4 

25 

7 5 

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

A. That i s c o r r e c t . 

Q. How does t h a t d i f f e r f r o m t h e n e x t 

e x h i b i t , E x h i b i t 5 ( E ) ? 

A. Okay. W h i l e we're on t h i s e x h i b i t , i f 

I can, I w o u l d l i k e t o a l s o s t a t e t h a t Chevron 

c u r r e n t l y o p e r a t e s 99 o u t o f t h e 420 a c r e a g e 

f a c t o r s i n t h e Eumont gas p o o l . T h i s r e p r e s e n t s 

a p p r o x i m a t e l y 24 p e r c e n t . 

Under t h e p r e s e n t a l l o w a b l e o f 952 Mcf 

per day, w h i c h i s t h e p e r i o d t h a t we're i n r i g h t 

now, Chevron has no n o n - m a r g i n a l a c r e a g e 

f a c t o r s . Under t h e p r o p o s e d 697 Mcf p e r day, 

Chevron w o u l d be t h r u s t i n t o h a v i n g 10 

n o n - m a r g i n a l a c r e a g e f a c t o r s . T h i s number w o u l d 

i n c r e a s e t o 19 n o n - m a r g i n a l a c r e a g e f a c t o r s , i f 

we were t o c o n t i n u e our p r e s e n t 93 p r o g r a m as we 

a n t i c i p a t e t h e r e s u l t s t o be. 

Going on t o t h e n e x t e x h i b i t — 

Q. And now we're t o E x h i b i t 5 ( E ) ? 

A. 5 ( E ) , y e s , s i r . T h i s i s , e s s e n t i a l l y , 

t h e same e x h i b i t as 4 ( E ) , e x c e p t t h e l i n e a c r o s s 

t h e t o p r e p r e s e n t s an a l l o w a b l e o f 813 Mcf per 

day p e r a c r e a g e f a c t o r , or 90,800 Mcf p e r day f o r 

t h e p o o l . T h i s i s t h e a v e r a g e p r o d u c t i o n f o r t h e 
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p e r i o d o f O c t o b e r 92 t h r o u g h M a r c h o f 93. 

And as c a n be s e e n f r o m t h i s , we came 

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

m e e t i n g t h a t p r o p o s e d a l l o w a b l e . We're p r e t t y 

c l o s e t o i t r i g h t now, i n t h e summer m o n t h s . 

U n d e r t h i s a l l o w a b l e , C h e v r o n w o u l d 

c u r r e n t l y h a v e f o u r n o n - m a r g i n a l a c r e a g e 

f a c t o r s . I f we c o n t i n u e o u r 93 p r o g r a m , as 

p l a n n e d , t h i s w o u l d i n c r e a s e us t o 10 

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

O c t o b e r 93 t o M a r c h o f 94. 

Q. A l l r i g h t . I f we go now t o E x h i b i t 

6 ( E ) ? 

A. E x h i b i t 6 ( E ) i s , a g a i n , a s i m i l a r 

g r a p h . On t h i s g r a p h , h o w e v e r , t h e b a r sit t h e 

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

952 Mcf p e r day f o r an a c r e a g e f a c t o r o f o n e . 

And t h i s i s w h a t C h e v r o n w o u l d recommend t h a t we 

c o n t i n u e t o be a t . 

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

C h e v r o n c u r r e n t l y w o u l d h a v e no n o n - m a r g i n a l 

a c r e a g e f a c t o r s , b u t w i t h o u r 93 p r o g r a m , f o r t h e 

p e r i o d o f O c t o b e r o f 93 t h r o u g h M a r c h o f 9 4 , we 

w o u l d go t o t h r e e n o n - m a r g i n a l a c r e a g e f a c t o r s , 

Q. These; i n c r e a s e s i n t h e n o n - m a r g i n a l 
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a c r e a g e f a c t o r s a r e a d i r e c t r e s u l t o f a 

c o n t i n u a t i o n o f Chevron's w o r k o v e r p r o g r a m , i s 

t h a t r i g h t ? 

A. That i s c o r r e c t . 

Q. Okay. L e t ' s go now t o E x h i b i t No. 

7 ( E ) . Would you i d e n t i f y and r e v i e w t h a t ? 

A. E x h i b i t 7(E) i s what Chevron p r o p o s e s 

or recommends as an a d j u s t m e n t t o t h e p r o p o s e d 

a l l o w a b l e f o r t h e p e r i o d o f Oc t o b e r 93 t h r o u g h 

March o f 94. We w o u l d l i k e t o see an a d j u s t m e n t 

o f 173,874 Mcf p e r month, f o r l i n e 3 on t h i s 

t a b l e be added t o l i n e 1 i n o r d e r t o r e s u l t i n a 

m o n t h l y a c r e a g e a l l o c a t i o n f a c t o r on l i n e 8 o f 

28,928 Mcf per month, o r 952 Mcf per day per 

ac r e a g e f a c t o r . 

We f e e l t h e c o n t i n u a t i o n o f t h e c u r r e n t 

a l l o w a b l e o f 952 Mcf per day per ac r e a g e f a c t o r 

w o u l d promote c o n t i n u e d d e v e l o p m e n t w i t h i n t h e 

Eumont gas p o o l . 

Q. Mr. B o h l i n g , i f t h e rec o m m e n d a t i o n i s 

a d o p t e d , t h e n , i t w o u l d p r o v i d e t h e i n c e n t i v e 

n e c e s s a r y t o go f o r w a r d w i t h t h e c u r r e n t l y 

o n g o i n g w o r k o v e r and t h e a d d i t i o n a l d e v e l o p m e n t 

p r o g r a m t h a t Chevron has underway i n t h i s f i e l d ? 

A. That i s c o r r e c t . 
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Q. And o t h e r o p e r a t o r s i n t h e f i e l d a r e 

a l s o u n d e r t a k i n g s i m i l a r programs? 

A. To my k n o w l e d g e , t h e y a r e . 

Q. Were E x h i b i t s 1(E) t h r o u g h 7(E) 

p r e p a r e d by you? 

A. Yes, t h e y were. 

MR. CARR: At t h i s t i m e , Mr. LeMay, 

we'd move t h e a d m i s s i o n o f Chevron E x h i b i t s 1(E) 

t h r o u g h 7 ( E ) . 

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

E x h i b i t s 1(E) t h r o u g h 7(E) w i l l be a d m i t t e d i n t o 

t h e r e c o r d . 

MR. CARR: That c o n c l u d e s my d i r e c t 

e x a m i n a t i o n o f Mr. B o h l i n g . 

CHAIRMAN LEMAY: A l l r i g h t . Q u e s t i o n s 

of t h e w i t n e s s ? 

EXAMINATION 

BY COMMISSIONER BAILEY: 

Q. I s most o f t h i s Eumont p r o d u c t i o n 

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

b a s i s , or i s t h i s p r i m a r i l y u n i t p r o d u c t i o n ? 

A. We have s e v e r a l l e a s e s . Those l e a s e s 

can r u n anywhere f r o m 80 a c r e s t o a p p r o x i m a t e l y 

640 a c r e s i n s i z e . There w o u l d be s e v e r a l w e l l s 

t h a t w o u l d be s i m u l t a n e o u s l y d e d i c a t e d t o one o f 
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t h e s e l e a s e s , or a p r o r a t i o n u n i t . So one l e a s e 

may have s e v e r a l w e l l s on i t . 

Q. No, I was t a l k i n g a b o u t a s e c o n d a r y 

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

p r o d u c i n g most o f t h i s gas. 

A. These a r e s t r i c t l y gas w e l l s . T h e y ' r e 

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

COMMISSIONER BAILEY: Okay. T h a t ' s 

a l l . 

CHAIRMAN LEMAY: Commissioner Weiss? 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. Are t h e new d r i l l s , a r e t h e y 

r e p l a c e m e n t w e l l s o r edge w e l l s , or where do you 

p u t them? 

A. P r i m a r i l y , we're t r y i n g t o c a p t u r e 

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

t h r o u g h i n f i l l d r i l l i n g , i n l o c a t i o n s wheire we 

d o n ' t have w e l l s t h a t we can p l u g back, or 

u t i l i z e w e l l b o r e s t o p l u g back t o t h e Eumont. 

So, where we d o n ' t have a w e l l b o r e 

a v a i l a b l e t h a t we can a c t u a l l y u t i l i z e t h r o u g h 

p l u g - b a c k p r o c e d u r e s , w e ' l l l o o k i n t o i t and 

e v a l u a t e i t f o r a p o s s i b l e new d r i l l . 

COMMISSIONER WEISS: That was my o n l y 
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q u e s t i o n . Thank you. 

CHAIRMAN LEMAY: I ' v e o n l y g o t a c o u p l e 

of q u e s t i o n s . 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. Have you c o n t a c t e d o t h e r o p e r a t o r s i n 

th e f i e l d r e g a r d i n g y o u r r e c o m m e n d a t i o n f o r 

i n c r e a s e d a l l o w a b l e s ? 

A. Yes, I have. 

Q. What k i n d o f r e s p o n s e have you had? 

A. P r i m a r i l y , t h e y were i n f a v o r o f an 

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

a l l o w a b l e , p r i m a r i l y because t h e y have j u s t 

r e c e n t l y c o m p l e t e d w e l l s on t h e i r l e a s e s . The 

word t h a t t h e y t o l d me was t h a t t h e y w o u l d be 

a d v e r s e l y a f f e c t e d i f i t went down t o 697 Mcf a 

day . 

Q. Now, an ac r e a g e f a c t o r o f one p e r t a i n s 

t o what s i z e u n i t i n t h e Eumont f i e l d ? 

A. 160 a c r e s . 

Q. 160 a c r e s . So, b a s i c a l l y , you c o u l d , 

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

1 6 0 - a c r e s p a c i n g and g e t t h e f u l l a l l o w a b l e ? 

A. No. The s t a n d a r d p r o r a t i o n u n i t i n t h e 

Eumont gas p o o l w o u l d be 640 a c r e s , w h i c h w o u l d 
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have an a c r e a g e f a c t o r o f f o u r . On t h a t you 

c o u l d d r i l l f o u r w e l l s . 

Q. Can you g e t below 160-acre s p a c i n g per 

we 11 ? 

A. Yes, you can. 

Q. My p o i n t w o u l d be, t h e n , you c o u l d 

d r i l l f o u r w e l l s on 160 a c r e s and s h a r e one 

a11owab1e ? 

A. Yes, you c o u l d . 

Q. So t h a t i f t h e a l l o w a b l e k e p t g o i n g 

u p — I ' m t h i n k i n g o f a waste i s s u e , i s whast I'm 

t h i n k i n g — i f we g e t t h e a l l o w a b l e h i g h enough, 

w o u l d t h e r e be an i n c e n t i v e t o g e t i n t h e r e and 

d r i l l e x i s t i n g p r o r a t i o n u n i t s so as t o , 

b a s i c a l l y , p r o d u c e an economic amount o f gas per 

w e l l , b u t w h i c h c o u l d be d r a i n e d by one w e l l ? 

A. W e l l , we're s e e i n g e f f e c t s f r o m o ur 

pro g r a m where we d o n ' t f e e l t h a t one w e l l i s 

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

160-acre a c r e a g e f a c t o r . 

Q. Do you see where I'm g e t t i n g t h a t ? I f 

t h e i n c e n t i v e was t o o g r e a t on an a l l o w a b l e b a s i s 

i n t h e r e , t h e r e may be an i n c e n t i v e f o r o p e r a t o r s 

t o d r i l l on 40 a c r e s , an i n f i l l p r o g r a m , t o 

maximiz e cash f l o w . But w o u l d one w e l l be 
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a d e q u a t e t o d r a i n 160 a c r e s ? 

A. That c o u l d be, a l t h o u g h our e x p e r i e n c e 

has been, i n some cases, i n c e r t a i n p o r t i o n s o f 

t h e f i e l d , an e x t r a w e l l i s n e c e s s a r y t o a c t u a l l y 

d r a i n 160 a c r e s . There a r e o t h e r p o r t i o n s o f t h e 

p o o l where t h a t w o u l d be t r u e . 

Q. Do you happen t o know, on t h e t h r e e 

w e l l s t h a t you have s c h e d u l e d , t h e t h r e e new 

w e l l s , what t h e s p a c i n g u n i t — w h a t a c r e a g e y o u ' r e 

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

A. One o f them i s g o i n g t o be a s s i g n e d t o 

a 3 2 0 - a c r e p r o r a t i o n u n i t , a l o n g w i t h a n e t h e r 

w e l l t h a t we p l a n on d o i n g a w o r k o v e r i n . The 

o t h e r two w i l l be d r i l l e d on a 6 4 0 - a c r e p r o r a t i o n 

u n i t . 

Q. So, you p l a n t o maximize t h e s p a c i n g 

u n i t s i n t h e r e when you do y o u r new d r i l l i n g 

p rogram? 

A. Yes. 

Q. A s s i g n as much a c r e a g e as you p o s s i b l y 

can t o each w e l l ? 

A. Yes. 

CHAIRMAN LEMAY: T h a t ' s a l l t h e 

q u e s t i o n s I have. Any a d d i t i o n a l q u e s t i o n s o f 

t h e w i t n e s s ? 
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MR. CARR: Mr. LeMay, one o f t h e 

c o m p a n i e s we c o n t a c t e d i n t h e Eumont p o o l i s A r c o 

O i l & Gas Company, a n d t h e y h a v e p r o v i d e d us w i t h 

a b r i e f s t a t e m e n t t h e y r e q u e s t e d t h a t we r e a d 

i n t o t h e r e c o r d . I t g o e s as f o l l o w s . 

" A r c o h a s c o m p l e t e d 22 w o r k o v e r s o r 

r e c o m p 1 e t i o n s i n t h e Eumont a n d J a l m a t f i e l d s so 

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

a n o t h e r 18 b y t h e e n d o f 1 9 9 3 . S e v e r a l o f t h e s e 

w i l l h a v e t o be c a n c e l e d i f a l l o w a b l e s a r e 

l o w e r e d t o t h e p r e l i m i n a r y a l l o w a b l e e s t i m a t e o f 

697 Mcf p e r day f o r t h e Eumont f i e l d , and 583 Mcf 

p e r day f o r t h e J a l m a t f i e l d , s i n c e t h e y w o u l d no 

l o n g e r be e c o n o m i c a l l y a t t r a c t i v e . 

" I n a d d i t i o n , f o u r o f A r c o ' s 16 Eumont 

p r o r a t i o n u n i t s a n d t w o o f A r c o ' s 34 J a l m a t 

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

a b o v e t h e p r e l i m i n a r y a l l o w a b l e e s t i m a t e , due t o 

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

was j u s t i f i e d b y t h e h i g h e r A p r i l 1993 t h r o u g h 

S e p t e m b e r 1993 a l l o w a b l e . " 

And I h a v e a c o p y o f t h i s s t a t e m e n t . 

CHAIRMAN LEMAY: T h a t p r o m p t s one 

q u e s t i o n , i f y o u d o n ' t m i n d , Mr. C a r r . 

Q. (BY CHAIRMAN LEMAY) On y o u r w o r k o v e r s . 
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a r e you b a s i c a l l y p e r f o r a t i n g more s e c t i o n s o f 

t h e Eumont bay? T h a t ' s t h e p r e d o m i n a n t w o r k o v e r 

p r o c e d u r e ? 

A. T h a t ' s c o r r e c t . We're coming up t o t h e 

Ya t e s and Seven R i v e r s p o r t i o n s o f t h e Eumont and 

p e r f o r a t i n g t h o s e and f r a c t u r e a c i d i z i n g t h o s e 

upper i n t e r v a l s o f t h e Eumont p o o l . 

Q. And g e t t i n g h i g h e r d e 1 i v e r a b i 1 i t i e s , 

based on t h a t w o r k o v e r p r o c e d u r e ? 

A. Yes, we a r e . S i g n i f i c a n t l y h i g h e r . 

CHAIRMAN LEMAY: T h a t ' s a l l I have. 

A d d i t i o n a l q u e s t i o n s ? Mr. S t o v a l l ? 

EXAMINATION 

BY MR. STOVALL: 

Q. On t h e p r o r a t i o n u n i t s t h a t y o u ' r e 

t a l k i n g about d r i l l i n g , i n r e s p o n s e t o t h e 

Chairman's q u e s t i o n , how many w e l l s a r e on t h e 

e x i s t i n g , say, 320? How many w e l l s a l r e a d y e x i s t 

on t h a t ? 

A. There i s one w e l l on i t . T h ere's t h r e e 

or f o u r w e l l s on one o f t h e 640 1 s, and t h e o t h e r 

640 a c r e has two or t h r e e w e l l s on i t . 

FURTHER EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. So,, t h e r e a r e more t h a n one w e l l ? I 
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guess what I'm s a y i n g i s , we're moving t o w a r d s a 

number o f w e l l s on a p r o r a t i o n u n i t ? 

A. Yes, s i r . 

Q. You're a d d i n g w e l l s t o e x i s t i n g w e l l s 

i n y o u r p r o r a t i o n u n i t s ? 

A. C o r r e c t . 

CHAIRMAN LEMAY: Any more q u e s t i o n s o f 

t h e w i t n e s s ? I f n o t , he may be excu s e d . Thank 

you, Mr. B o h l i n g . 

MR. CARR: T h a t ' s a l l we have on t h e 

Eumont p o o l . I w o u l d l i k e t o p r o v i d e you c o p i e s 

o f t h e Arco l e t t e r . 

CHAIRMAN LEMAY: F i n e . Thank you. 

[ D i s c u s s i o n o f f t h e r e c o r d . ] 

MR. KELLAHIN: Can I have a b o u t 10 

m i n u t e s on t h e B l i n e b r y ? 

RONALD J. FOLTZ 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. F o l t z , w o u l d you p l e a s e s t a t e y o u r 

name and o c c u p a t i o n ? 

A. My name i s Ro n a l d J. F o l t z . I'm a 

s e n i o r r e s e r v o i r e n g i n e e r w i t h M a r a t h o n O i l 
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Company i n M i d l a n d , Texas. 

Q. On p r i o r o c c a s i o n s , Mr. F o l t z , have you 

t e s t i f i e d on p r o r a t i o n i n g m a t t e r s on t h e B l i n e b r y 

gas p o o l i n Lea County, New Mexico? 

A. Yes, I have. 

Q. Have you c o n t i n u e d t o f o l l o w t h e 

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

system? 

A. Yes, I have. 

Q. Do you have r e c o m m e n d a t i o n s f o r t h e 

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

t h a t p o o l f o r t h e n e x t p e r i o d ? 

A. Yes, s i r , I do. 

MR. KELLAHIN: We t e n d e r Mr. F o l t z an 

an e x p e r t p r o r a t i o n e n g i n e e r . 

CHAIRMAN LEMAY: H i s q u a l i f i c a t i o n s a r e 

a c c e p t a b l e . 

Q. What i s y o u r c o n c l u s i o n and 

reco m m e n d a t i o n c o n c e r n i n g any a d j u s t m e n t t o t h e 

t e m p o r a r y s c h e d u l e o f a l l o w a b l e s t h a t was 

p r e s e n t e d by t h e D i v i s i o n t h i s m o r n i n g f o r t h e 

B l i n e b r y gas p o o l ? 

A. My re c o m m e n d a t i o n i s t o c o n t i n u e w i t h 

t h e p r o p o s e d a l l o w a b l e based on t h e Commission's 

r e c o m m e n d a t i o n . 
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Q. So, y o u ' r e recommending n e i t h e r a 

p o s i t i v e or a n e g a t i v e a d j u s t m e n t a t t h i s p o i n t ? 

A. T h a t ' s c o r r e c t . 

Q. Show us how you r e a c h e d t h a t 

c o n c l u s i o n . And t o i l l u s t r a t e y o u r r e a s o n s , t u r n 

t o E x h i b i t No. 1. 

A. E x h i b i t No. 1 i s t h e s a l e s f o r t h e 

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

A p r i l o f 1991 t h r o u g h March o f 1993. Based on 

t h i s , a l s o t h e r e d dashed l i n e i n d i c a t e s t h e 

a l l o w a b l e f o r t h e p o o l . 

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

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

p r o p o s e d number o f 474, r i g h t a t 500,000 m i l l i o n 

c u b i c f e e t p e r month. 

Q. What was t h e n o n - m a r g i n a l p r o r a t i o n 

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

per i o d ? 

A. The m o n t h l y a c r e a g e a l l o c a t i o n f a c t o r 

was 38,000, I do b e l i e v e . 

Q. U s i n g t h i s s c h e d u l e , w i t h o u t f u r t h e r 

a d j u s t m e n t , i t w o u l d be up t o 45,000? 

A. T h a t ' s c o r r e c t . 

Q. T u r n t o E x h i b i t 2 and show us how t h e 

a l l o w a b l e i s s p r e a d among t h e o p e r a t o r s i n t h e 
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p o o l . 

A. E x h i b i t 2 has t h e p e r c e n t a g e o f a v e r a g e 

gas s a l e s , by o p e r a t o r , f o r t h e B l i n e b r y gas 

p o o l . As you can see, t h e M a r a t h o n s h a r e i s 

r i g h t a t 23.2 p e r c e n t , i n d i c a t e d i n r e d . The 

b l u e a r e a i s John H e n d r i x as t h e o p e r a t o r w i t h 

18.2 p e r c e n t , a v e r a g e gas s a l e s . The n e x t 

l a r g e s t i s Chevron, w i t h 15.3 p e r c e n t , and so on. 

Q. I f t h e Commission a d o p t s , as a f i n a l 

s c h e d u l e , t h e p r e l i m i n a r y s c h e d u l e , w i l l t h e r e be 

any n o n - m a r g i n a l s p a c i n g u n i t s ? 

A. Yes, t h e r e w i l l . 

Q. A p p r o x i m a t e l y how many f o r t h e p o o l ? 

A. At t h i s t i m e , i t a p p e a r s t h a t t h e r e ' s 

one w e l l t h a t can exceed t h e c u r r e n t p r o p o s e d 

a l l o w a b 1 e . 

Q. The t e m p o r a r y s c h e d u l e shows t h r e e , and 

t h a t ' s why I asked t h e q u e s t i o n . 

A. T h a t ' s r i g h t . The two o t h e r w e l l s , I 

b e l i e v e , a r e M a r a t h o n - o p e r a t e d w e l l s t h a t a r e 

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

Q. Have you shown p r o d u c t i o n g r a p h s on t h e 

t h r e e w e l l s t h a t , i n a l l p r o b a b i l i t y , w i l l be t h e 

n o n - m a r g i n a l w e l l s as we move t h r o u g h the; 

p r o r a t i o n system? 
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A. Yes, I do. 

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

s i m p l y i d e n t i f y f o r us E x h i b i t s 3, 4 and 5. 

A. E x h i b i t 3 and E x h i b i t 4 a r e t h e two 

M a r a t h o n - o p e r a t e d w e l l s , t h e Lou Worthan Nos. 9 

and 12, and i n d i c a t e s t h e i r s a l e s a v e r a g e , p e r 

month, over t h e p e r i o d J a n u a r y o f 89 t h r o u g h June 

of 1993. I t a l s o i n d i c a t e s t h e a l l o w a b l e f o r t h e 

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

The E x h i b i t 5 i s what we b e l i e v e t o be 

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

B l i n e b r y p o o l . I t ' s t h e E l l i o t t H i n t o n No. 1, 

o p e r a t e d by John H e n d r i x , and has s i m i l a r d a t a as 

E x h i b i t s 3 and 4, o n l y i t i n c l u d e s d a t a t h r o u g h 

March o f 1993. 

Q. I s t h e r e a m a r k e t f o r t h e gas p r o d u c e d 

a t t h i s l e v e l , i f t h e Commission a d o p t s t h e 

p r e l i m i n a r y s c h e d u l e ? 

A. Yes, t h e r e i s. 

Q. Are i s t h e r e any k i n d o f syst e m 

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

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

mar k e t ? 

A. There i s n o t . 

Q. What i s y o u r r e c o m m e n d a t i o n , t h e n , f o r 

RODRIGUEZ REPORTING 
( 505) 988-1 772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

17 

1 8 

19 

20 

2 1 

2 2 

2 3 

24 

2 5 

90 

t h e p o o l ? 

A. M a r a t h o n ' s r e c o m m e n d a t i o n i s t o 

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

f a c t o r as p r o p o s e d b y t h e C o m m i s s i o n . 

MR. KELLAHIN: T h a t c o n c l u d e s my 

e x a m i n a t i o n o f Mr. F o l t z . We move t h e 

i n t r o d u c t i o n o f h i s E x h i b i t s 1 t h r o u g h 5. 

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

E x h i b i t s 1 t h r o u g h 5 w i l l be a d m i t t e d i n t o t h e 

r e c o r d . 

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

COMMISSIONER BAILEY: No q u e s t i o n s . 

COMMISSIONER WEISS: I h a v e no 

q u e s t i o n s . 

CHAIRMAN LEMAY: I d o n ' t h a v e a n y , 

e i t h e r . Mr. F o l t z , y o u may be e x c u s e d . 

T h a n k y o u v e r y much. A l l r i g h t . L e t ' s 

do t h e I n d i a n B a s i n now. 

JOHN ROEFFERS 

H a v i n g b e e n f i r s t d u l y s w o r n u p o n h i s o a t h , was 

e x a m i n e d a n d t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MS. AUBREY: 

Q. W o u l d y o u s t a t e y o u r name f o r t h e 

r e c o r d , p l e a s e ? 
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A. Yes, John R o e f f e r s . 

Q. Where a r e you employed, Mr. R o e f f e r s ? 

A. I'm employed by Kerr-McGee C o r p o r a t i o n , 

i n Oklahoma C i t y , Oklahoma. 

Q. What's y o u r o c c u p a t i o n ? 

A. I'm a r e s e r v o i r e n g i n e e r . 

Q. Mr. R o e f f e r s , a r e you f a m i l i a r w i t h 

Kerr-McGee's r e q u e s t f o r an i n c r e a s e i n t h e 

a l l o w a b l e i n t h e I n d i a n B a s i n Morrow? 

A. Yes, I am. 

Q. Have you become f a m i l i a r w i t h t h e 

p r o r a t i o n s y s t e m i n t h e S t a t e o f New M e x i c o , as 

i t r e l a t e s t o t h e I n d i a n B a s i n Morrow p o o l ? 

A. Yes, I have. 

Q. Have you r e v i e w e d and a r e you p r e p a r e d 

t o make rec o m m e n d a t i o n s f o r a d j u s t m e n t s t o t h e 

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

New Mexico O i l C o n s e r v a t i o n D i v i s i o n ? 

A. Yes. 

Q. Does t h e I n d i a n B a s i n Morrow p o o l i n 

New Mexico f a l l w i t h i n y o u r a r e a o f 

r e s p o n s i b i l i t y w i t h Kerr-McGee C o r p o r a t i o n ? 

A. Yes. 

Q. Have you t e s t i f i e d p r e v i o u s l y b e f o r e 

t h e New Mexico O i l C o n s e r v a t i o n Commission? 
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A. No, I have n o t . 

Q. Would you r e v i e w y o u r e d u c a t i o n a l 

b a c k g r o u n d and work e x p e r i e n c e f o r t h e 

Commiss i o n ? 

A. Yes. I have a b a c h e l o r o f s c i e n c e 

d egree i n p e t r o l e u m e n g i n e e r i n g f r o m t h e 

U n i v e r s i t y o f Oklahoma. I was f i r s t employed as 

a p e t r o l e u m e n g i n e e r by Tenneco O i l Company i n 

1981, worked w i t h Tenneco u n t i l December 1988, a t 

w h i c h t i m e I went t o work f o r Kerr-McGee 

C o r p o r a t i on. 

For t h a t e n t i r e 12-year span, I have 

been employed as a r e s e r v o i r e n g i n e e r , and have 

t a k e n p a r t i n t h e t y p i c a l r e s e r v o i r e n g i n e e r i n g 

a c t i v i t i e s , f i e l d s t u d i e s , r e s e r v e s t u d i e s , 

e v a l u a t i o n s o f w e l l p r o p o s a l s , a c q u i s i t i o n s , 

e v a l u a t i o n s , so on. 

MS. AUBREY: Are t h e w i t n e s s ' s : 

q u a l i f i c a t i o n s a c c e p t a b l e ? 

CHAIRMAN LEMAY: H i s q u a l i f i c a t i o n s a r e 

a c c e p t a b l e . 

Q. Mr. R o e f f e r s , w o u l d you r e f e r t o what 

has been marked as Kerr-McGee E x h i b i t No, 1? 

A. Yes;. E x h i b i t No. 1 i s a p l a t s h o w i n g 

t h e a c t i v e Morrow w e l l s i n t h e I n d i a n B a s i n 
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Morrow f i e l d . There a r e a c t u a l l y some more 

Morrow w e l l s t o t h e n o r t h w e s t , b u t t h e y ' r e a l l 

i n a c t i v e a t t h i s t i m e . 

The r e d c i r c l e s a r e t h e I n d i a n B a s i n 

Morrow w e l l s . A c t u a l l y , t h e r e a r e two w e l l s on 

t h i s p l a t w h i c h a r e i n a c t i v e now. Those a r e t h e 

Kerr-McGee M a r t h a Creek w e l l i n t h e s o u t h w e s t o f 

S e c t i o n 30, and t h e Lowe S t a t e No. 1 w e l l i n t h e 

n o r t h w e s t o f S e c t i o n 36, w h i c h i s o p e r a t e d by 

ORYX, I b e l i e v e , and n o t BHP. 

The o t h e r s i x w e l l s a r e a c t i v e . And, 

of t h o s e w e l l s , t h e r e a r e two n o n - m a r g i n a l w e l l s 

or two n o n - m a r g i n a l p r o r a t i o n u n i t s , and t h o s e 

a r e S e c t i o n 30, once a g a i n , where t h e Kerr-McGee 

M a r t h a Creek No. 2 p r o d u c e s , and S e c t i o n 36 where 

t h e ORYX Lowe S t a t e No. 2 p r o d u c e s . 

Q. Mr, R o e f f e r s , what i s t h e p r e s e n t 

s t a t u s o f the; Kerr-McGee M a r t h a Creek No. 1 i n 

S e c t i o n 30? 

A. The No. 1 i s s h u t i n . I t ' s been 

i n a c t i v e s i n c e 1985. And t h e No. 2 w e l l was 

d r i l l e d as a r e p l a c e m e n t w e l l f o r t h e No. 1. 

Q. On E x h i b i t 1, you a l s o show c u m u l a t i v e 

p r o d u c t i o n i n Bcf f o r a l l t h e w e l l s t h a t you've 

i n d i c a t e d by t h e r e d c i r c l e s , i s t h a t c o r r e c t ? 
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A. Yes. 

Q. You a l s o show t h e ave r a g e m o n t h l y 

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

A. I t ' s t h e a v e r a g e d a i l y p r o d u c t i o n i n 

t h e l o w e r l e f t - h a n d c o r n e r o f t h e key, and t h a t ' s 

based on data, f r o m D w i g h t s p r o d u c t i o n f o r t h e 

f i r s t two or t h r e e months o f t h i s y e a r , d e p e n d i n g 

on how much was r e p o r t e d by D w i g h t s . 

I m i g h t p o i n t o u t , and w e ' l l l o o k a t 

t h e p r o d u c t i o n c u r v e i n a m i n u t e , f o r t h e M a r t h a 

Creek No. 2 w e l l i n S e c t i o n 30, i t ' s s h o w i n g a 

r a t e o f 1.5 m i l l i o n a day and a t t h i s t i m e we're 

e x p e r i e n c i n g f l u i d l o a d i n g p r o b l e m s and we're 

a c t u a l l y p r o d u c i n g a b o u t 650 Mcf a day. 

Q. Would you r a t h e r r e f e r t o y o u r 

p r o d u c t i o n c u r v e t o t a l k a b o u t y o u r p r o d u c t i o n ? 

A. Yes. 

Q. L e t me have you l o o k a t E x h i b i t No. 2, 

t h e n . 

A. Okay. I f I c o u l d ask one more t h i n g on 

E x h i b i t 1, t h e r e a s o n we a r e s e e k i n g t h e 

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

o f t h e M a r t h a Creek No. 3 i n t h e n o r t h w e s t o f 

S e c t i o n 30. We have n o t i f i e d t h e o f f s e t 

o p e r a t o r s and we've r e c e i v e d no o b j e c t i o n s f o r 
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t h a t r e q u e s t f o r i n c r e a s e d a l l o w a b l e , and we have 

a c t u a l l y r e c e i v e d s u p p o r t f r o m Penroc, who 

o p e r a t e s t h e w e l l t o t h e n o r t h , and i s aware o f 

t h e f a c t t h a t we w o u l d l i k e t o d r i l l a n o t h e r 

we 11 . 

They've s u p p o r t e d us i n our r e q u e s t f o r 

i n c r e a s e d a l l o w a b l e , and i t ' s my u n d e r s t a n d i n g 

t h a t M a r a t h o n , who o p e r a t e s t h e s e c t i o n t o t h e 

west o f us, i s a l s o s u p p o r t i n g our r e q u e s t . 

Q. Any o t h e r comments you w o u l d l i k e t o 

make ab o u t E x h i b i t 1? 

A. No. Thank you. 

Q. L e t me r e f e r you t o E x h i b i t No. 2. The 

f i r s t page o f t h a t e x h i b i t shows t h e p r o d u c t i o n 

f r o m t h e M a r t h a Creek No. 1, i s t h a t c o r r e c t ? 

A. Yes, i t i s . 

Q. Cou l d you r e v i e w what t h a t p r o d u c t i o n 

h i s t o r y i s , f o r t h e Commission? 

A. Yes. The M a r t h a Creek No. 1 wcis 

a c t u a l l y c o m p l e t e d i n 1965, w h i c h i s n ' t i n c l u d e d 

on t h i s g r a p h . T h i s p r o d u c t i o n was t a k e n f r o m 

D w i g h t s d a t a , w h i c h d o e s n ' t have p r o d u c t i o n back 

t h a t f a r . The w e l l , you c o u l d see t h r o u g h t h e 

e a r l y 70s, was ab o u t a two-mi 1 1 i o n - a - d a y 

p r o d u c e r . I t m i g h t have had some h i g h e r r a t e s 

RODRIGUEZ REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

19 

20 

2 1 

2 2 

23 

24 

2 5 

96 

b e f o r e t h a t t i m e . 

I n 1985, t h e w e l l e x p e r i e n c e d 

m e c h a n i c a l p r o b l e m s , and a t t h a t t i m e t h e M a r t h a 

Creek No. 2 was d r i l l e d as a r e p l a c e m e n t w e l l . 

There i s some p r o d u c t i o n r e p o r t e d i n 86 

and 88, when a t t e m p t s were made t o w o r k - o v e r t h i s 

w e l l and g e t t h e p r o d u c t i o n back. I c a n ' t 

t e s t i f y as t o t h e v a l i d i t y o f t h o s e r a t e s because 

t h e s e a r e p u l l e d f r o m D w i g h t s d a t a , b u t I do know 

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

t h e M a r t h a Creek No. 1. 

At t h e t i m e t h a t i t went i n a c t i v e i n 

1985, i t had p r o d u c e d j u s t under 8 Bcf of gas. 

Q. Let me have you l o o k a t page 2 o f 

E x h i b i t 2. 

A. Page 2 shows t h e p r o d u c t i o n c u r v e f o r 

t h e M a r t h a Creek No. 2, t h e r e p l a c e m e n t w e l l . I t 

came on i n 1985. I t was b a s i c a l l y a b o u t a 

two-mi 1 1 i o n - a - d a y p r o d u c e r . To d a t e i t has made 

a p p r o x i m a t e l y 4 B c f . 

You can see, a t t h e v e r y end o f t h e 

c u r v e t h e r e , where t h e p r o d u c t i o n d r o p s o f f 

s t e e p l y , a t t h a t t i m e and i n l a t e 1991, we 

e x p e r i e n c e d some down t i m e ; and, as a res; u l t o f 

t h a t down t i m e , i n b o t h i n s t a n c e s , we had t r o u b l e 
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g e t t i n g t h e w e l l back on t o p r o d u c t i o n . 

I n l a t e 9 1 , we a c t u a l l y had t o go back 

i n and r e p e r f o r a t e t h e w e l l t o g e t i t back t o 

t h a t r o u g h l y m i l l i o n - a n d - a - h a l f per day. R i g h t 

now we're w o r k i n g w i t h t h e w e l l , and we've g o t i t 

back up t o r o u g h l y 650 Mcf a day. We've g o t some 

more work we're g o i n g t o do on i t . We're g o i n g 

t o t r y t o g e t i t back t o , r o u g h l y , 1.2 m i l l i o n a 

day, w h i c h i s what i t was p r o d u c i n g b e f o r e we had 

t o s h u t t h e w e l l i n . 

Q. Why was t h e w e l l s h u t i n i n 93? 

A. The w e l l was s h u t i n , I b e l i e v e , t o do 

m a i n t e n a n c e on t h e gas p r o c e s s i n g p l a n t , I 

b e l i e v e . But: t h i s i s a n o t h e r r e a s o n f o r our 

r e q u e s t f o r i n c r e a s e d a l l o w a b l e . We d o n ' t want 

t o r u n i n t o t h i s s i t u a t i o n a g a i n , where t h e w e l l 

i s s h u t i n and l o a d s up on us. 

As t h e p r o p o s e d s c h e d u l e i s set: f o r t h 

r i g h t now, a n o n - m a r g i n a l p r o r a t i o n u n i t has a 

r a t e o f a p p r o x i m a t e l y 900 Mcf a day. At 900 Mcf 

a day, i f we g e t t h i s t h i n g back up t o 1.2 

m i l l i o n , we're l o o k i n g a t a s i t u a t i o n where we're 

e i t h e r g o i n g t o have t o c u r t a i l p r o d u c t i o n or 

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

we want t o a v o i d t h a t s i t u a t i o n a l s o . 
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Q. I f you p r o d u c e i t a t t h e f u l l r a t e and 

t h e n a r e r e q u i r e d t o s h u t i t i n , do you have an 

o p i n i o n as t o w h e t h e r o r n o t y o u ' l l have any 

d i f f i c u l t i e s i n b r i n g i n g t h e w e l l back on l i n e ? 

A. Yes, I t h i n k i t ' s v e r y l i k e l y t h a t we 

w o u l d , a t l e a s t a t t h a t f u l l r a t e . 

Q. L e t me have you l o o k a t page 3 now, 

w h i c h i s a P ov e r Z c u r v e , i s t h a t c o r r e c t ? 

A. T h i s i s a P ov e r Z c u r v e f o r t h e M a r t h a 

Creek No. 2, and i t shows t h a t , a ssuming we g e t 

t h e w e l l back up t o i t s f u l l r a t e , we b e l i e v e 

t h a t , and an abandonment p r e s s u r e o f about 600 

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

t h e a r e a , t h a t w e ' l l r e c o v e r 6 Bcf f r o m t h a t 

w e l l . 

Q. Now t h e l a s t page o f E x h i b i t 2, p l e a s e 

r e v i ew t h a t . 

A. The l a s t page o f t h e g r a p h i s b o t t o m 

h o l e p r e s s u r e v e r s u s t i m e , and shows t h e b o t t o m 

h o l e p r e s s u r e h i s t o r y o f b o t h t h e M a r t h a Creek 

No. 1 and Mai:tha Creek No. 2. 

I t h i n k t h i s i s t h e e x h i b i t t h e i t r e a l l y 

d r i v e s home t h e p o i n t t h a t t h e e x i s t i n g w e l l s 

a r e n ' t r e c o v e r i n g a l l t h e gas u n d e r l y i n g t h e 

u n i t . The M a r t h a Creek No. 1 p r o d u c e d f o r , r i g h t 
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a t , I guess, 20 y e a r s , u n t i l 1985, when t h e w e l l 

was l o s t f o r m e c h a n i c a l r e a s o n s . 

There a r e two p o i n t s a f t e r t h a t . There 

was no p r o t e c t i o n b e f o r e t h o s e two p o i n t s . We 

had b o t t o m h o l e p r e s s u r e o f about 1,500 pounds a t 

t h a t t i m e . The r e a s o n i n g f o r d r i l l i n g t h e M a r t h a 

Creek No. 2 was t h a t we've made 8 B c f , g o i n g f r o m 

4,700 t o 1,500. W e ' l l p u t a r e p l a c e m e n t w e l l i n 

t h e r e and g e t t h e r e s t o f t h e gas, b u t t h e M a r t h a 

Creek No. 2 came i n 2,000 pounds h i g h e r , so t h e r e 

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

I n a d d i t i o n t o t h a t , i n t h e two y e a r s 

f o l l o w i n g 1985, where p r e s s u r e s were measured f o r 

t h e M a r t h a Creek No. 1, you can see t h a t t h e 

p r e s s u r e has c o n t i n u e d t o i n c r e a s e on t h a t w e l l , 

v e r y s l o w l y b u i l d i n g . I n my o p i n i o n , i t ' s an 

i n d i c a t i o n t h a t t h a t w e l l , because i t i s b u i l d i n g 

so s l o w l y , p r o b a b l y w o u l d n ' t have r e c o v e r e d , i f 

i t had s t a y e d a c t i v e , a l l t h e gas u n d e r n e a t h t h a t 

u n i t , j u s t due t o low p e r m e a b i l i t y . 

Q. Do you have any p r e s s u r e t e s t s on t h e 

No. 1 a f t e r 1987? 

A. No, I d o n • t . 

Q. Any o t h e r comments you w o u l d l i k e t o 

make about t h a t ? 
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A . No . 

Q. L e t me have you l o o k a t E x h i b i t No. 3. 

Which i s your gas i n p l a c e c a l c u l a t i o n . Can you 

r e v i e w t h a t f o r t h e Commission? 

A. Yes. The key p a r t o f t h i s e x h i b i t 

i s t h e b o t t o m h a l f , where t h e a c t u a l gas i n p l a c e 

c a l c u l a t i o n i s . The t o p h a l f o f t h i s e x h i b i t 

shows t h e c a l c u l a t i o n o f t h e f o r m a t i o n volume 

f a c t o r , w h i c h i s a c o n v e r s i o n f a c t o r f o r 

r e s e r v o i r c u b i c f e e t t o s t a n d a r d c u b i c f e e t . 

That f o r m a t i o n and volume f a c t o r goes 

i n t o t h e gas i n p l a c e e q u a t i o n , w h i c h i s about 

mid-way down on t h e e x h i b i t , as w e l l as t h e s e 

o t h e r p a r a m e t e r s . 

The t a b l e r i g h t below t h a t e q u a t i o n , 

you can see t h a t t h e f i r s t column i s t h e Morrow 

sand. There a r e f i v e d i f f e r e n t d i s t i n c t l o a v e s , 

i f you w i l l , o f Morrow sand, t h a t u n d e r l i e t h i s 

s e c t i o n . A l l f i v e i n t e r v a l s a r e seen i n b o t h t h e 

Ma r t h a Creek No. 1 and t h e No. 2 and our 

g e o l o g i s t s have mapped a l l f i v e i n t e r v a l s a c r o s s 

t h e s e c t i o n . 

The a c r e - f e e t a r e volumes o f r e s e r v o i r 

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

sands. The p o r o s i t y and w a t e r s a t u r a t i o n v a l u e s 
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a r e p r o v i d e d f r o m our g e o l o g i s t , f r o m locf 

c a l c u l a t i o n s . 

These numbers, as w e l l as t h e f o r m a t i o n 

volume f a c t o r , a r e i n s e r t e d i n t o t h e gas i n p l a c e 

e q u a t i o n , t o c a l c u l a t e t h e l a s t c olumn, w h i c h 

shows t h e gas i n p l a c e i n each o f t h o s e i n t e r v a l s 

u n d e r l y i n g t h e u n i t . 

You can see, a t t h e b o t t o m , t h c i t 

t h e r e ' s a t o t a l o f 22.5 Bcf o r i g i n a l gas i n p l a c e 

u n d e r l y i n g t h e u n i t . 

Q. That w o u l d be u n d e r l y i n g S e c t i o n 30, i s 

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

A. R i g h t . Uh-huh. 

Q. L e t me have you l o o k a t E x h i b i t 4. 

You've c a l c u l a t e d t h e r e m a i n i n g gas a f t e r t h e 

p r o d u c t i o n t h a t you've e x p e r i e n c e d f r o m t h e No. 1 

and t h e No. 2, i s t h a t c o r r e c t ? 

A. Yes. S t a r t i n g f r o m t h e t o p , t h e 

o r i g i n a l gas i n p l a c e , once a g a i n , was 22.5 B c f . 

The r e c o v e r y f a c t o r i s based on t h e d i f f e r e n c e 

between t h e i n i t i a l p r e s s u r e and t h e abandonment 

p r e s s u r e a t system o p e r a t i n g p r e s s u r e o f 87 

p e r c e n t , w h i c h g i v e s you r e c o v e r a b l e gas 

u n d e r l y i n g t h e u n i t o f 19.6 B c f . 

The M a r t h a Creek No. 1 made 8 B c f . The 

RODRIGUEZ REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

2 0 

2 1 

2 2 

2 3 

24 

2 5 

102 

M a r t h a Creek No. 2 w i l l , i f we g e t p r o d u c t i o n 

r e e s t a b l i s h e d , w i l l make 6 B c f , f o r a t o t a l o f 14 

B c f , w h i c h means t h e r e ' s 5.6 Bcf o f r e c o v e r a b l e 

gas u n d e r l y i n g t h e u n i t . 

Q. I n y o u r o p i n i o n , i s i t n e c e s s a r y t o 

d r i l l a n o t h e r w e l l i n S e c t i o n 30 i n o r d e r t o 

r e c o v e r t h o s e r e m a i n i n g r e s e r v e s ? 

A. Yes, i t i s . 

Q. Have you made any c a l c u l a t i o n s o r 

e s t i m a t e s o f t h e number o f a c r e s t h a t each o f 

t h e s e w e l l s i n S e c t i o n 30 has or w i l l d r a i i n ? 

A. Yes. The d r a i n a g e a r e a f o r the' M a r t h a 

Creek No. 1 was, I b e l i e v e , 276 a c r e s . The 

M a r t h a Creek No. 2, a t 6 B c f , w i l l d r a i n 189 

a c r e s . We're p r o j e c t i n g 3 Bcf f o r t h e new 

l o c a t i o n , w h i c h w o u l d d r a i n 99 a c r e s . 

Q. L e t me have you l o o k now a t E x h i b i t No. 

5. T h i s e x h i b i t c o n t a i n s y o u r r e q u e s t f o r 

a l l o w a b l e t o t h e Commission, i s t h a t c o r r e c t ? 

A. Yes. 

Q. Would you r e v i e w t h a t , p l e a s e ? 

A. The: a l l o w a b l e r e q u e s t f o r M a r t h a Creek 

No. 2 i s 36,750,000 a month. T h a t ' s based on a 

d a i l y r a t e o f 1.2 25 m i l l i o n c u b i c f e e t pe>r day, 

w h i c h was t h e r a t e i n t h e M a r t h a Creek No. 2 
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b e f o r e we e x p e r i e n c e d our f l u i d l o a d i n g p r o b l e m s , 

or a c t u a l l y , we had t o s h u t t h e w e l l i n f o r t h e 

p l a n t m a i n t e n a n c e . 

The a l l o w a b l e r e q u e s t e d f o r t h e M a r t h a 

Creek No. 3 i s 60,000,000 c u b i c f e e t p e r month, 

and t h a t ' s based on an i n i t i a l r a t e o f two 

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

l o c a t i o n . That g i v e s you a t o t a l M a r t h a Creek 

u n i t a l l o w a b l e r e q u e s t o f about 97 m i l l i o n c u b i c 

f e e t a month. 

The t o t a l p o o l a c r e a g e f a c t o r f o r t h e 

I n d i a n B a s i n Morrow f i e l d i s 2.08; t h e M a r t h a 

Creek a c r e a g e f a c t o r i s 1.08. So, g o i n g down 

h e r e t o t h e I n d i a n B a s i n p o o l , t h e n o n - m a r g i n a l 

a l l o w a b l e t h a t w o u l d be r e q u i r e d t o p r o v i d e t h e 

u n i t a l l o w a b l e t h a t we're r e q u e s t i n g , w o u l d be 

t h a t a l l o w a b l e t h a t we're r e q u e s t i n g d i v i d e d by 

our 52 p e r c e n t s h a r e o f t h e n o n - m a r g i n a l gas 

p r o d u c t i o n , o r , i n o t h e r w o r d s , t h e 97,750,000 

d i v i d e d by .51923, w h i c h i s a t o t a l o f 

186,000,000 c u b i c f e e t a month. 

I n o t h e r w o r ds, i f t h e r e ' s 186,000,000 

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

w e l l s , and you m u l t i p l y i t t i m e s our p e r c e n t a g e 

o f t h e t o t a l p o o l , t h a t w i l l p r o v i d e o ur 96 
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b i l l i o n a month. We had t o back i n t o t h a t 

number. 

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

t h e r e w i l l be 41,468,000 c u b i c f e e t a month 

a s s i g n e d t o m a r g i n a l w e l l s , so t h e t o t a l p o o l 

a l l o w a b l e t h a t we're r e q u e s t i n g i s t h e sum o f t h e 

two, o r 227,000,000 c u b i c f e e t a month. 

Q. L e t me have you l o o k now a t E x h i b i t 6, 

w h i c h i s a gas m a r k e t i n g p r o j e c t i o n . D i d you 

r e c e i v e t h i s f r o m y o u r gas m a r k e t i n g d e p a r t m e n t 

a t Kerr-McGee? 

A. Yes, I d i d . 

Q. What's y o u r u n d e r s t a n d i n g o f w h e t h e r 

t h e r e w i l l be any ma r k e t c o n s t r a i n t s o r 

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

Creek u n i t ? 

A. My u n d e r s t a n d i n g o f t h i s document 

p r e p a r e d by our gas s a l e s d e p a r t m e n t i s t h a t we 

w i l l be a b l e t o market any gas t h a t we d e v e l o p by 

d r i l l i n g t h a t w e l l . 

Q. I s i t y o u r o p i n i o n , Mr. R o e f f e r s , t h a t 

you w i l l be a b l e t o s e l l p r o d u c t i o n a t t h e l e v e l s 

of t h e a l l o w a b l e t h a t y o u ' r e r e q u e s t i n g ? 

A . Yes. 

Q. Mr. R o e f f e r s , were E x h i b i t s 1 t h r o u g h 6 

RODRIGUEZ REPORTING 
{505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

2 3 

24 

2 5 

105 

p r e p a r e d by you o r under y o u r d i r e c t i o n aind 

s u p e r v i s i on? 

A . Yes, t h e y were. 

MS. AUBREY: I o f f e r E x h i b i t s 1 t h r o u g h 

6 . 

CHAIRMAN LEMAY: W i t h o u t o b j e c t i on , 

E x h i b i t s 1 t h r o u g h 6 w i l l be a d m i t t e d i n t o t h e 

r e c o r d . 

MS. AUBREY: That c o n c l u d e s my d i r e c t 

e x a m i n a t i o n . 

CHAIRMAN LEMAY: Thank you. A d d i t i o n a l 

q u e s t i o n s o f t h e w i t n e s s ? Commissioner B a i l e y . 

EXAMINATION 

BY COMMISSIONER BAILEY: 

Q. When do you e x p e c t t h e M a r t h a Creek No. 

2 t o be a b l e t o p r o v e o u t w h e t h e r or n o t i t ' s 

g o i n g t o be a b l e t o r e t u r n t o t h e o r i g i n a l 

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

A. I d o n ' t know. We're w o r k i n g on i t 

r i g h t now. We're h a v i n g t o d r o p soap s t i c k s i n t o 

t h e w e l l d a i l y j u s t t o keep i t p r o d u c i n g a t 650 

Mcf a day. We have an AFE f o r management t o 

i n s t a l l a d i p t u b e t o d r o p down f r o m our p a c k e r 

i n t o t h e p e r f o r a t i o n s , t o t r y t o g i v e us 

i n c r e a s e d v e l o c i t y t o l i f t t h a t f l u i d . Our 
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o p e r a t i o n s p e o p l e f e e l t h a t t h a t w i l l p r o b a b l y 

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

month. 

Q. I s i t p e r f o r a t e d i n a l l t h e zones t h a t 

a r e l i s t e d i n E x h i b i t No. 3? 

A. The M a r t h a Creek No. 1 i s p e r f o r a t e d i n 

a l l f i v e o f t h o s e i n t e r v a l s . The M a r t h a Creek 

No. 2 i s p e r f o r a t e d i n a l l b u t t h e Upper Morrow. 

COMMISSIONER BAILEY: T h a t ' s a l l f o r 

r i g h t now. 

CHAIRMAN LEMAY: Commissioner Weiss? 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. What i s t h e f l u i d t h a t l o a d s up i n 

t h e r e ? 

A. Water. P r o b a b l y some s m a l l amount o f 

co n d e n s a t e p r o d u c t i o n , a l s o . 

Q. I s i t w a t e r d r i v e , do you t h i n k ? 

A. No., I do b e l i e v e t h a t t h e r e i s some 

m o b i l e w a t e r . I ' v e h e a r d p e o p l e t h e o r i z e ; t h a t 

t h e r e may be some edge w a t e r d r i v e . I d o n ' t 

r e a l l y t h i n k t h e r e ' s enough d a t a on t h e p o o l t o 

t e l l . I t c e r t a i n l y i s n ' t t h e c l a s s i c w a t e r - d r i v e 

r e s e r v o i r t h a t you have i n t h e I n d i a n B a s i n Penn. 

Q. You m e n t i o n e d you t h o u g h t t h e No. 2 
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d r a i n e d 225 a c r e s , i s t h a t r i g h t ? 

A. No. No. 2 was 18 9 . 

Q. And No. 1 was 225? 

A. Was 2 7 6. 

Q. Yet: t h e p r e s s u r e w e n t up i n No. 1? 

A. Yes. J u s t s i t t i n g t h e r e s h u t i n , v e r y 

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

l o c a t i o n . I t h i c k i t ' s a p r e t t y g o o d i n d i c a t i o n 

t h a t t h a t w e l l , b e c a u s e i t b u i l t so s l o w l y , 

p r o b a b l y w o u l d n ' t h a v e r e c o v e r e d a l l t h o s e 

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

Q. You t h i n k y o u w o u l d s ee some 

i n t e r f e r e n c e , a n d y o u c e r t a i n l y d o n ' t . T h a t ' s a 

m y s t e r y , i n my m i n d ? 

A. I t h i n k i t shows y o u n e e d more w e l l s t o 

d r a i n t h e s e c t i o n . The gas i s t h e r e . T h e r e ' s no 

d o u b t i t ' s t h e r e . The p r e s s u r e i s t h e r e . 

COMMISSIONER WEISS: I a g r e e . T h a t ' s 

a l l t h e q u e s t i o n s I h a v e . T h a n k y o u . 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. The s p a c i n g i n t h e r e i s 3 2 0 , i s ; i t ? 

A . I t ' s 6 40. 

Q. 640? 

A. Y es, s i r . 
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Q. Doesn't sound l i k e t h e y ' l l d r a i n 640, 

does i t ? 

A. Not i n t h i s p a r t i c u l a r case, no. 

Q. What do you know about t h a t w e l l i n 

S e c t i o n 36, w h i c h I t a k e i t i s t h e o t h e r 

n o n - m a r g i n a l w e l l , t h e Lowe S t a t e No. 2? 

A. I t ' s a f a i r l y new w e l l , as you can see 

f r o m t h e c o m p l e t i o n d a t e , 1/92. I d o n ' t know i f 

i t ' s open i n a l l o f t h e i n t e r v a l s . S e c t i o n 30 

happens t o s i t r i g h t on t o p o f t h e s t r u c t u r e 

h e r e , and t h a t ' s why a l l f i v e o f t h e i n t e r v a l s 

a r e g a s - b e a r i n g i n S e c t i o n 30, and why we; have so 

much gas under p l a c e . You r a p i d l y go 

o f f - s t r u c t u r e when you go down f r o m S e c t i o n 30. 

Q. I guess my q u e s t i o n r e v o l v e s more 

a r o u n d , do you happen t o know i f t h a t w e l l i s 

c u r t a i l e d because i t ' s an u n o r t h o d o x l o c a t i o n and 

t h e Commission p e n a l i z e d t h e a l l o w a b l e on t h a t ? 

A. I d o n ' t b e l i e v e t h a t i t i s . The r e a s o n 

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

d e c l i n e c u r v e on i t , i t ' s g o t a f a i r l y — . 

MR. STOVALL: Mr. Chairman, I'm n o t 

s u r e t h a t t h a t i s t h e o t h e r n o n - m a r g i n a l 

p r o r a t i o n u n i t , f r o m l o o k i n g a t t h e p r o r a t i o n 

s c h e d u l e , j u s t f o r y o u r i n f o r m a t i o n . 
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I f I may ask, i s t h i s t h e e n t i r e p o o l ? 

THE WITNESS: There a r e some o t h e r 

w e l l s up t o t h e n o r t h w e s t , b u t t h e y ' r e a l l s h u t 

i n . These a r e a l l t h e a c t i v e w e l l s . I f you 

l o o k a t t h e r a t e on t h a t w e l l i n t h e s o u t h w e s t 

c o r n e r o f 36, i t ' s 500 Mcf a day i n t h e f i r s t 

t h r e e months o f t h e y e a r . There's no o t h e r w e l l 

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

Q. (BY CHAIRMAN LEMAY) My c o n c e r n , and 

maybe t h i s i s where we're t r y i n g t o g e t a t , i s 

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

based on an a l l o w a b l e a s s i g n e d t o t h e p o o l and, 

t h e r e f o r e , w o u l d n ' t f l u c t u a t e w i t h t h e a l l o w a b l e 

because i t i s u n o r t h o d o x ? 

A. And, once a g a i n , t h i s i s j u s t my 

o p i n i o n , l o o k i n g a t t h a t d e c l i n e i t l o o k si l i k e 

i t ' s on a f a i r l y n a t u r a l and n o t l i k e a w e l l 

t h a t ' s been c u r t a i l e d a t a p a r t i c u l a r r a t e . 

Q. I t h i n k we c o u l d p r o b a b l y i n v e s t i g a t e 

t h a t . The r e a s o n why I b r o u g h t i t up, have you 

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

c l a s s i f i c a t i o n f o r y o u r w e l l s ? I t a k e i t y o u r 

s h u t i n has been s t r i c t l y r e l a t e d t o t h e p l a n t 

and n o t because you exceeded y o u r a l l o w a b l e ? 

A. R i g h t , and we have c o n s i d e r e d t h a t . We 
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d e c i d e d a t t h i s t i m e j u s t t o ask f o r a p a r t i c u l a r 

a l l o w a b l e t h a t w o u l d g u a r a n t e e t h a t i f we d r i l l 

t h i s w e l l , t h a t w e ' l l be a b l e t o s e l l o u r gas. 

I t ' s p o s s i b l e t h a t , i n t h e f u t u r e , 

because o f t h i s l o a d i n g p r o b l e m , t h a t we w o u l d 

want t o t r y t o g e t some t y p e o f minimum 

a11owab1e. 

Q. There a g a i n , p u r s u i n g t h i s , i f , i n 

f a c t , t h e r e i s a c u r t a i l e d a l l o w a b l e because o f 

t h e Lowe S t a t e No. 1, by i n c r e a s i n g t h e a l l o w a b l e 

we w o u l d be, i n essence, maybe l i f t i n g t h e 

r e s t r i c t i o n on t h a t w e l l , t h e c u r t a i l e d 

a l l o w a b l e , because i t w o u l d a p p l y t o a l l w e l l s i n 

t h e f i e l d ? 

A. Yes. And I b e l i e v e r i g h t now, i f I 

u n d e r s t a n d y o u r q u e s t i o n r i g h t , a t 900 Mcf a day, 

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

w e l l , and t h i s w e l l d o e s n ' t make t h a t much 

anyway, so t h e r e ' s a l r e a d y room f o r i t . 

Q. I d o n ' t t h i n k you u n d e r s t a n d my 

q u e s t i o n . I t may make t h a t because t h a t ' s a l l we 

a l l o w i t t o make. We may have r e s t r i c t e d i t t o 

50 p e r c e n t o f t h e a l l o w a b l e i n t h e p o o l . That 

may be t h e r e a s o n why i t d o e s n ' t show up, b u t i t 

i s c a p a b l e o f p r o d u c i n g more. 
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A. Yeah. 

Q. And I d o n ' t know t h a t . I'm j u s t s a y i n g 

t h a t , i f we t a k e y o u r r e c o m m e n d a t i o n , i t w i l l 

a f f e c t more t h a n j u s t y o u r d e v e l o p m e n t i n S e c t i o n 

30, and you have t o l o o k a t t h a t ? 

A. R i g h t . 

Q. And, i f i t w o u l d a f f e c t o t h e r w e l l s , 

one o t h e r a l t e r n a t i v e w o u l d be t o encourage you 

t o a p p l y f o r a h a r d s h i p c l a s s i f i c a t i o n because o f 

t h e w a t e r , and t h e n you w o u l d have no 

r e s t r i c t i o n , b a s i c a l l y ? 

A. C e r t a i n l y , i f t h a t ' s t h e case, K e r r 

McGee w o u l d want t o come back t o you and ask f o r 

t h a t s i t u a t i o n . 

CHAIRMAN LEMAY: Sure. I was j u s t 

b r i n g i n g t h a t up. You have t o l o o k a t a l l o t h e r 

w e l l s . Commissioner Weiss? 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. When you were r e v i e w i n g t h e p r o d u c t i o n 

c u r v e s , t h a t w e l l i n S e c t i o n 20, No. 6, d i d i t 

show any e f f e c t when d r i l l i n g No. 2? 

A. A c t u a l l y , t h a t w e l l i n S e c t i o n 20 came 

i n a t a v e r y h i g h p r e s s u r e , an e x t r e m e l y h i g h 

p r e s s u r e . And i t was d r i l l e d f a i r l y l a t e , i n 
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1988. I t d i d n ' t show d e p l e t i o n , i f y o u w i l l , 

f r o m o f f s e t w e l l s . I t h i n k i t m i g h t be more o f 

an i n d i c a t i o n o f t h e q u a l i t y o f t h e r e s e r v o i r 

r o c k t h e r e , I do know t h a t t h e y ' r e n o t o p e n i n g 

a l l t h e s e c t i o n s , t o o , b e c a u s e , o n c e a g a i n , 

t h e y ' v e come o f f - s t r u c t u r e . 

Q. So t h a t was d r i l l e d , l o o k i n g a t y o u r 

p r e s s u r e c h a r t , y o u r e x h i b i t w h e r e y o u h a v e 

p r e s s u r e v e r s u s t i m e i n E x h i b i t 2? 

A. R i g h t , a n d t h a t was d r i l l e d i n 1 9 8 8 . 

Q. And, a f t e r t h a t , t h e p r e s s u r e d e c l i n e d 

l e s s r a p i d l y i n 92? 

A. Yes. 

COMMISSIONER WEISS: T h a t ' s a l l t h e 

q u e s t i o n s I h a v e . 

CHAIRMAN LEMAY: A d d i t i o n a l q u e s t i o n s 

o f t h e w i t n e s s ? I f n o t , he may be e x c u s e d . 

MS. AUBREY: T h a t c o n c l u d e s my 

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

CHAIRMAN LEMAY: What a r e we l e f t 

w i t h ? The I n d i a n B a s i n U p p e r ? I s t h e r e a n y t h i n g 

e l s e b e s i d e s t h e I n d i a n B a s i n U p p e r ? 

MR. CARR: A t t h i s t i m e , we c a l l B r i a n 

H u z z e y . 

BRIAN HUZZEY 
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H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

Would you s t a t e y o u r name f o r t h e 

r e c o r d ? 

A 

Q 

A 

Q 

capac: 

A 

B r i a n Huzzey. 

Where do you r e s i d e ? 

M i d l a n d , Texas. 

By whom a r e you employed and i n what 

t y ? 

Chevron, U.S.A., as a p e t r o l e u m 

e n g i n e e r , o v e r s e v e r a l f i e l d s i n Eddy County, New 

Mex i c o . 

Q. I n y o u r c u r r e n t p o s i t i o n w i t h Chevron, 

a r e you r e q u i r e d t o become f a m i l i a r w i t h t h e 

p r o r a t i o n i n g s ystem f o r S o u t h e a s t e r n New Mexico? 

A . Yes, I am. 

Q. Have you t e s t i f i e d i n p r e v i o u s 

a l l o w a b l e h e a r i n g s ? 

A. Yes, I have. 

Q. At t h e t i m e o f t h a t t e s t i m o n y , were 

y o u r c r e d e n t i a l s as a p e t r o l e u m e n g i n e e r a c c e p t e d 

and made a m a t t e r o f r e c o r d ? 

A. Yes, t h e y were. 
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Q. Are you f a m i l i a r w i t h Chevron's; e f f o r t s 

i n t h e I n d i a n B a s i n Upper Penn p o o l i n t h e l a s t 

few y e a r s t o i m p r o v e t h e c a p a b i l i t i e s o f t h a t 

f i e l d ? 

A . Yes, l a m . 

Q. Are; you f a m i l i a r w i t h t h e OCD 1 s 

p r e l i m i n a r y n o m i n a t i o n s f o r t h i s p o o l ? 

A. Yes, I am. 

MR. CARR: Are t h e w i t n e s s ' s 

q u a l i f i c a t i o n s a c c e p t a b l e ? 

CHAIRMAN LEMAY: H i s q u a l i f i c a t i o n s a r e 

a c c e p t a b l e ., 

Q. Are you p r e p a r e d t o make c e r t a i n 

r e c o m m e n d a t i o n s t o d a y c o n c e r n i n g a d j u s t m e n t s t o 

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

A. Yes, I w o u l d . 

Q. I n t h a t r e g a r d , c o u l d you e x p l a i n t o 

t h e Commission, what i s Chevron's p u r p o s e i n t h e 

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

f i e l d ? 

A. Chevron w o u l d l i k e t o t a k e t h i s 

o p p o r t u n i t y t o i n f o r m t h e Commission o f i t s 

a c t i v i t i e s i n t h e I n d i a n B a s i n f i e l d . Our 

a c t i v i t i e s and t h i s i n f o r m a t i o n we hope w i l l a i d 

t h e Commission i n d e t e r m i n i n g an a c c e p t a b l e and 
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a p p r o p r i a t e a l l o w a b l e f o r t h e Oc t o b e r t h r o u g h 

March 1994 p e r i o d . 

Q. You've i n d i c a t e d Chevron w i l l make a 

reco m m e n d a t i o n c o n c e r n i n g t h e a l l o w a b l e . 

B a s i c a l l y , what i s i t ? 

A. Chevron's r e c o m m e n d a t i o n i s t h s i t t h e 

Commission l e a v e i n p l a c e i t s c u r r e n t a l l o w a b l e 

o f 196,500 Mcf per month. 

E x h i b i t 1 i s a r e p r e s e n t a t i o n o f t h e 

OCD's a l l o w a b l e f o r m a t , s p a n n i n g t h e S o u t h e a s t 

gas p r o r a t i o n s c h e d u l e . I f y o u ' l l l o o k «it t h i s 

e x h i b i t , i n column 3 y o u ' l l see Chevron's 

p r o p o s e d a d j u s t m e n t s t o t h e p r e l i m i n a r i l y 

a l l o w a b l e as s e t o u t by t h e OCD. 

We're recommending an a d j u s t m e n t 

176,697 Mcf t o t h e a v e r a g e m o n t h l y p o o l s a l e s . 

C o n t i n u i n g down t h r o u g h t h e t a b l e , t h i s 

b a s i c a l l y r u n s o u t t o be 196,500 Mcf p e r month 

a l l o c a t i o n f a c t o r , w h i c h Chevron s u p p o r t s and 

w h i c h i s c u r r e n t l y i n p l a c e . 

T h i s number i s based on p r o d u c t i o n f r o m 

March, A p r i l , May and J u l y o f t h i s y e a r . We 

e x c l u d e d June, due t o seven and a h a l f days o f 

p l a n t down t i m e , p l u s a d d i t i o n a l down t i m e t h a t 

o p e r a t o r s chose t o t a k e t o g a t h e r more 
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i n f o r m a t i o n on t h e f i e l d , and t o t a k e a d v a n t a g e 

of t h e p l a n t down t i m e . 

Q. So, when you make t h e b a s i c 

a d j u s t m e n t s , what you come down t o i s a m o n t h l y 

a c r e a g e a l l o c a t i o n f a c t o r o f 196,500 f o r O c t o b e r 

of 93 t h r o u g h March o f 94? 

A. C o r r e c t . 

Q. What f a c t s a r e you u t i l i z i n g an a b a s i s 

f o r t h i s r ecommendation? 

A. Okay. C u r r e n t p r o d u c t i o n i n t h i s f i e l d 

has i n c r e a s e d d r a m a t i c a l l y s i n c e l a s t O c t o b e r , 

due t o t h e c o n t i n u i n g e f f o r t s o f b o t h Chevron and 

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

and w e l l w o r k o v e r s . 

I f y o u ' l l l o o k a t E x h i b i t No. 2, i t 

r e p r e s e n t s t h e p r o d u c t i o n h i s t o r y f r o m Mcirch, 

A p r i l and May o f 1993 f o r t h e I n d i a n B a s i n Upper 

Penn gas p o o l . T h i s i s f r o m t h e OCD c o m m i t t e e 

books, as w e l l as t h e May p r o d u c t i o n i s f r o m t h e 

C-l15s f r o m t h e p l a n t — c o r r e c t i o n , f r o m t h e 

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

B a s i n gas p l a n t . 

One t h i n g I w o u l d l i k e t o p o i n t o u t 

i n i t i a l l y , t h e shaded w e l l s a r e a l l o r w i l l a l l 

be n o n - m a r g i n a l w e l l s under t h e p r e l i m i n a r y 
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a l l o w a b 1 e . 

B a s i c a l l y , f i v e o f Chevron's 10 w e l l s 

w i l l be n o n - r a a r g i n a 1 , two o f M a r a t h o n ' s w e l l s 

w i l l be n o n - m a r g i n a l , f o u r o f ORYX's f i v e w e l l s 

w i l l be n o n - m a r g i n a l , so w e ' l l have 11 o f 34 

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

under t h e p r e l i m i n a r y as p r o p o s e d by t h e OCD. 

And Chevron has c o n t i n u i n g e f f o r t s o r 

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

g e t up t o e i g h t or n i n e o f our w e l l s b e i n g 

n o n - m a r g i n a l by t h e end o f t h i s y e a r . 

Q. What i s Chevron's p o s i t i o n i n t h i s 

f i e l d ? 

A. Okay. I f y o u ' l l l o o k a t E x h i b i t No. 3, 

i t shows t h e p r o d u c t i o n s i n c e August o f 1992 i n 

t h e I n d i a n B a s i n Upper Penn gas p o o l . One t h i n g , 

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

m i d d l e o f t h e g r a p h s h o w i n g Chevron's w e l l work, 

and i t a l s o , t h e b l a c k l i n e i n d i c a t e s t h e t o t a l 

p o o l p r o d u c t i o n , r e d i s Chevron's, b l u e i s 

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

shape, and MW i s t h e o n l y o t h e r somewhat m a j o r 

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

The emphasis on t h i s g r a p h , Chevron 

c u r r e n t l y p r o d u c e s 39 t o 40 p e r c e n t o f t h e p o o l 
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p r o d u c t i o n . A l s o , i f you l o o k a t t h e t i m e frame 

f r o m November t h r o u g h F e b r u a r y , t h e r e ' s a b i g d i p 

i n December, where we t o o k a l o t o f our w e l l s 

down and d i d a d d i t i o n a l w e l l work. 

The t i m e f r o m November t h r o u g h 

F e b r u a r y , t h e r e 1 s a b i g d i p i n December, where we 

t o o k a l o t o f our w e l l s and were h a v i n g t o do 

a d d i t i o n a l w e l l w o r k, and we had a tremendous 

number o f w e l l days t h a t our w e l l s were down 

w h i l e we were w o r k i n g on them. 

So,, i f you use t h e Oc t o b e r o f 9 2 

t h r o u g h March o f 93 p r o d u c t i o n , i t ' s n o t 

r e p r e s e n t a t i v e because we had a l o t o f w e l l s down 

f o r workovers;. So, b a s i c a l l y t h e number t h a t t h e 

OCD had f r o m p o o l s a l e s i s skewed t o t h e low 

s i d e , due t o w e l l work. 

Q. Mr. Huzzey, c o u l d you now r e v i e w f o r 

t h e Commission t h e w o r k o v e r and equip m e n t 

m o d i f i c a t i o n p r o g r a m t h a t Chevron has i m p l e m e n t e d 

i n t h i s f i e l d ? 

A. Okay. I f y o u ' l l l o o k a t E x h i b i t No. 4, 

y o u ' l l see t h i s i s t h e F e d e r a l 33 Gas Com # 1 . 

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

I f y o u ' l l l o o k i n September o f 1992, 

t h i s w e l l i s making a p p r o x i m a t e l y 3,700 Mcf a 
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day. We made some v e r y q u i c k . V ery s i m p l e 

m o d i f i c a t i o n s ; i n s u r f a c e f a c i l i t i e s , and 

s u b s t a n t i a l i n c r e a s e i n p r o d u c t i o n . 

Then, i n December, we changed o u t our 

t u b i n g s t r i n g e r , p r i m a r i l y , saw a v e r y 

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

J a n u a r y o f t h i s y e a r we d i d some a d d i t i o n a l work, 

added p e r f o r a t i o n s and s t i m u l a t e d t h e w e l l . And, 

as you can see, t h e r e ' s a r e d l i n e t h a t i s t h e 

c u r r e n t a l l o w a b l e and shows t h e h i s t o r i c a l 

a l l o w a b l e f o r t h i s f i e l d . A f t e r our work i n 

J a n u a r y , t h i s w e l l exceeded t h e c u r r e n t a l l o w a b l e 

i n t h e f i e l d , , 

The o t h e r l i n e , i f y o u ' l l n o t i c e , i t 

has t h e n o t a t i o n f l o w "OCD p r e l i m i n a r y 

a l l o w a b l e , " a b o u t 5,700 Mcf per day. T h i s w e l l 

i s w e l l i n excess o f t h a t number and has been 

s i n c e J a n u a r y o f t h i s y e a r . 

Q. You have s i m i l a r e x h i b i t s f o r t h e o t h e r 

w e l l s i n t h e p o o l ? 

A. Yes. These e x h i b i t s have been p r e p a r e d 

t o show t h a t a t 5,700 Mcf per day, h a l f o f 

Chevron's w e l l s h i s t o r i c a l l y have been over t h a t 

l i m i t . And r e c e n t work we've done i n J u l y made 

a t l e a s t one more w e l l o v e r . As I s t a t e d , we 
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c o u l d have e i g h t o r n i n e o f our t e n w e l l s b e i n g 

n o n - m a r g i n a l . 

Q. The; s u b s e q u e n t e x h i b i t s each hcive a 

l i n e a c r o s s them t h a t i n d i c a t e s t h e OCD's 

p r e l i m i n a r y a l l o w a b l e f i g u r e ? 

A. Yes. 

Q. L e t ' s go t o t h e H e l b i n g Federal. Gas Com 

#1 , y o u r E x h i b i t No. 5. Co u l d you r e v i e w t h i s ? 

A. Okay. E x h i b i t No. 5 shows t h i s ; w e l l i s 

making 5,300 t o 5,400 Mcf p e r day r i g h t now. 

What I m e n t i o n e d e a r l i e r , w h i l e t h e I n d i a n B a s i n 

gas p l a n t was down, we d i d some a d d i t i o n a l 

t e s t i n g , and w i t h t h a t t e s t i n g and n o d a l 

a n a l y s i s , we've d e t e r m i n e d t h a t t h i s w e l l can 

pr o d u c e w e l l i n excess o f t h i s amount. 

AFE's t h a t have r e c e n t l y been s u b m i t t e d 

and a p p r o v e d by P a r k e r s , s h o u l d g e t t h i s w e l l t o 

exceed t h e p r e l i m i n a r y a l l o w a b l e s u b s t a n t i a l l y , 

and i t s h o u l d be done w i t h i n t h e n e x t 15 t o 20 

days . 

Q. A l l r i g h t . L e t ' s go t o E x h i b i t No. 6. 

A. T h i s i s t h e Bog l e F l a t s U n i t No. 1. 

T h i s i s one o f t h e w e l l s w h i c h we worked o v e r i n 

J u l y . We worked o v e r two o f them t o t r y t o g e t 

t h e i r p r o d u c t i o n up t o what we f e l t was an 
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adeq u a t e volume. I f y o u ' l l n o t i c e r i g h t now, on 

t h e v e r y f a r r i g h t - h a n d s i d e o f t h e g r a p h , i t has 

exceeded t h e OCD's p r e l i m i n a r y a l l o w a b l e , and 

t h i s w e l l i s s t i l l c l e a n i n g up and i s c u r r e n t l y 

making 5,800, 5,900 Mcf p e r day and we e x p e c t i t 

t o go up some more. 

Q. Now t h e Bogl e f l a t s No. 2, E x h i b i t 7. 

A. E x h i b i t 7 i n d i c a t e s a l i t t l e b i t o f a 

p r o b l e m we had w i t h t h e new t r e a t m e n t , w h i c h we 

t r i e d . I t was u n s u c c e s s f u l . P r o d u c t i o n was 

a c t u a l l y d e c r e a s e d i n t h e F e b r u a r y / M a r c h p e r i o d . 

We t r i e d s e v e r a l t h i n g s o v e r t h e 

sub s e q u e n t months, and u n t i l J u l y o f t h i s y e a r we 

were u n a b l e t o g e t t h i s w e l l ' s p r o d u c t i o n back up 

t o p r e v i o u s l e v e l s . However, r i g h t now, a g a i n , 

s i n c e o ur work i n J u l y , t h e p r o d u c t i o n is; up and 

i t ' s s t i l l i n c l i n i n g , so we're h o p i n g i t w i l l be 

5,700, 5,800 Mcf per day i n t h e near f u t u r e . 

Q. L e t ' s go now t o E x h i b i t No. 8, Bog l e 

F l a t s U n i t #3? 

A. E x h i b i t 8 i s one o f our two most 

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

b a s i c a l l y d i d t h e same t y p e o f w e l l work w h i c h we 

d i d on t h e F e d e r a l 33 No. 1, s u r f a c e e q u i p m e n t 

w o r k s , t u b i n g , c h a n g e o u t s , w e l l w o r k o v e r s . 
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I t ' s c o n s i s t e n t l y p r o d u c e d w e l l i n 

excess o f 7 m i l l i o n a day, so a t t h i s t i m e i t ' s 

i n an o v e r p r o d u c e d s t a t u s and w e ' l l have t o 

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

o r i n t h e n e x t p r o r a t i o n p e r i o d due t o t h e 

p r o d u c t i v i t y o f t h i s w e l l . 

Q. L e t ' s go now t o t h e e x h i b i t on t h e 

Bogl e F l a t s U n i t #4, E x h i b i t 9. Would you r e v i e w 

t h a t f o r t h e Commission? 

A. T h i s , a g a i n , i s j u s t t o emphasize t h e 

f a c t t h a t we have s e v e r a l w e l l s t h a t a r e w e l l i n 

exc e s s o f 7 m i l l i o n a day, w h i c h means t h a t even 

a t t h e c u r r e n t o r recommended a l l o w a b l e , w h i c h 

Chevron recommends, 196,500, we w i l l have t o 

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

Q. What about E x h i b i t 10? 

A. T h i s w e l l , i f t h e Commission's 

p r e l i m i n a r y number i s a c c e p t e d , t h i s w i l l exceed 

and a c c r u e o v e r p r o d u c t i o n and w i l l have t o be 

c u r t a i l e d . T h i s shows t h e number o f w e l l s t h a t 

Chevron has t h a t w i l l have t o be c u r t a i l e d under 

t h e 5,700 p r e l i m i n a r y a l l o w a b l e . 

Q. The f i n a l e x h i b i t , B ogle F l a t s U n i t #8? 

A. A g a i n , t h i s shows c o n s i s t e n t 

o v e r p r o d u c t i o n a t t h e Commission's p r e l i m i n a r y 
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a l l o w a b 1 e . 

Q. Mr. Huzzey, i f t h e a l l o w a b l e a d j u s t m e n t 

t h a t Chevron i s making i s , i n f a c t , a d o p t e d , w i l l 

t h a t r e s u l t i n a l l o w a b l e s t h a t more a c c u r a t e l y 

r e f l e c t t h e a b i l i t y o f t h e w e l l s i n t h i s p o o l t o 

pr o d u c e ? 

A. Yes:. From t a l k i n g w i t h o t h e r 

o p e r a t o r s , t h e y ' v e had v e r y s u c c e s s f u l p r o g r a m s , 

t o o , and I'm s u r e t h e t e s t i m o n y w i l l be p r e s e n t e d 

s u b s e q u e n t t o mine, t h a t t h e r e a r e q u i t e a few 

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

t h e c u r r e n t a l l o w a b l e , 6,460 Mcf per day. 

And, as s t a t e d p r e v i o u s l y , i f t h e 

Commission's p r e l i m i n a r y a l l o w a b l e i s a c c e p t e d , 

we w o u l d have p r o b a b l y 11 t o 13 w e l l s w h i c h w o u l d 

exceed t h a t p r e l i m i n a r y l e v e l , and be 

n o n - m a r g i n a l and t h e i r p r o d u c t i o n w o u l d have t o 

be c u r t a i l e d . So, ov e r 30 p e r c e n t o f the; f i e l d 

w o u l d be c u r t a i l e d a t a 5,700 Mcf p e r day 

a11owab1e. 

So, we f e e l t h a t we need a h i g h e r 

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

o p e r a t o r s . 

Q. Do you have any f u r t h e r i n f o r m a t i o n you 

w i s h t o s h a r e w i t h t h e Commission? 
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A . No. 

Q. Were E x h i b i t s 1 t h r o u g h 11 p r e p a r e d by 

y ou ? 

A. Yes. 

MR.. CARR: At t h i s t i m e , we o f f e r 

Chevron E x h i b i t s 1 t h r o u g h 1 1 . 

CHAIRMAN LEMAY: The e x h i b i t s w i l l be 

a d m i t t e d i n t h e r e c o r d w i t h o u t o b j e c t i o n . 

MR.. CARR: Thank you. That c o n c l u d e s 

my d i r e c t e x a m i n a t i o n o f t h i s w i t n e s s . 

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

w i t n e s s ? Commissioner B a i l e y ? 

COMMISSIONER BAILEY: N o t h i n g . 

CHAIRMAN LEMAY: Commissioner Weiss? 

COMMISSIONER WEISS: Yes. 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. What k i n d o f t r e a t m e n t d i d you use on 

Bo g l e F l a t s No. 2, E x h i b i t 7, t h a t d i d n ' t work 

o u t so w e l l ? 

A. A c t u a l l y , t h e No. 1 and No. 2 we 

m o d i f i e d t h e t r e a t m e n t , t r y i n g t o g e t moire 

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

p e r f o r a t e d . U n f o r t u n a t e l y , we were s u c c e s s f u l ; 

however, t h e d i v e r t e r we used, we were u n a b l e t o 
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g e t t h a t t o come back, as i t were. 

Q. I s i t a g e l or s o m e t h i n g ? 

A. No,, A c t u a l l y , i t ' s a m o d i f i c a t i o n i n 

t h e p r o c e d u r e we used on t h e o t h e r w e l l s . We 

j u s t added more s t a g e s o f t h e d i v e r s i o n . We were 

s u c c e s s f u l . We d i d d i v e r t i n t o more zones; 

however, i t d i d n ' t c l e a n up as w e l l as i t had 

p r e v i o u s l y , so we had t o go back i n and 

r e p e r f o r a t e d t h e w e l l s and r e s t i m u 1 a t e d , and 

i s o l a t e d t h e zones and g o t t h e w e l l s back up. 

COMMISSIONER WEISS: Thank you. 

CHAIRMAN LEMAY: No q u e s t i o n s . 

MR, CARR: Mr. LeMay, t h e o n l y t h i n g 

e l s e I have t o p r e s e n t f o r Chevron i s a l e t t e r 

t h a t we r e c e i v e d f r o m MW P e t r o l e u m s u p p o r t i n g an 

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

l i n e w i t h what has been recommended by Chevron. 

CHAIRMAN LEMAY: W e ' l l j u s t e n t e r t h a t 

i n t h e r e c o r d . 

Mr. K e l l a h i n . 

RICK HALL 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 
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Q. Would you p l e a s e s t a t e y o u r name? 

A. My name i s R i c k H a l l . 

Q. By whom a r e you employed and i n what 

capac i t y ? 

A. I'm employed by Oryx Energy Company, 

and I'm t h e o p e r a t i o n s e n g i n e e r f o r t h e Hobbs 

a r e a , w h i c h i n c l u d e s t h e I n d i a n B a s i n . 

Q. Have you t e s t i f i e d a t p r i o r Commission 

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

t h e I n d i a n B a s i n Upper Penn p o o l ? 

A . Yes, I have. 

Q. I n y o u r c a p a c i t y a s p i r a t i o n s e n g i n e e r 

f o r y o u r company, a r e you d i r e c t l y i n v o l v e d w i t h 

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

Upper P e n n s y l v a n i a n gas p o o l ? 

A. Yes, s i r , I am. 

Q. Based upon t h a t p e r s o n a l i n v o l v e m e n t , 

do you have r e c o m m e n d a t i o n s f o r t h e Commission 

c o n c e r n i n g t h e a l l o w a b l e s f o r t h i s n e x t p r o r a t i o n 

p e r i o d ? 

A . Yes, s i r . 

MR. KELLAHIN; We t e n d e r Mr. H a l l as an 

e x p e r t w i t n e s s . 

CHAIRMAN LEMAY: H i s q u a l i f i c a t i o n s a r e 

a c c e p t a b l e . 
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Q. B e f o r e we l o o k a t t h e s p e c i f i c s ; o f y o u r 

package o f documents, t e l l us t h e b o t t o m l i n e . 

What, i f any, a d j u s t m e n t do you recommend t o t h e 

Commission t h a t t h e y make f o r t h i s p o o l ? 

A. We recommend b a s i c a l l y t h e same: number 

as Chevron has recommended, t h e 196,500, w h i c h i s 

c u r r e n t l y t h e a l l o w a b l e t h a t t h e Commission 

g r a n t e d us i n t h e l a s t p e r i o d and a l s o t h e 

p r e v i o u s p e r i o d . 

We f e e l l i k e t h i s w i l l a l l o w f o r 

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

p u t us f o r ab o u t a y e a r and a h a l f a t the; same 

volume. A l s o , i f we go back t o t h e C o m m i s s i o n 1 s 

p r o p o s e d volume, i t may n o t meet t h e s e a s o n a l 

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

Q. I f we l o o k a t t h i s l e v e l o f a l l o w a b l e , 

s h o u l d t h e Commission a d o p t t h e a d j u s t m e n t , have 

you o r o t h e r s on y o u r b e h a l f , or Oryx, d e t e r m i n e d 

i f t h e r e i s market demand f o r gas a t t h a t r a t e ? 

A. Yes;, I have, and we have p l e n t y o f 

market demand, and we have a p e r s o n t h a t I ' l l l e t 

speak f o r t h a t . 

Q. Are you aware o f any l i m i t a t i o n s w i t h i n 

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

t h e p o o l , t o t a k e t h i s volume o f gas t o m a r k e t ? 
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A . No . 

Q. D e s c r i b e f o r us t h e s t a t u s o f y o u r 

w e l l s . 

A. L e t ' s t u r n t o E x h i b i t 2. E x h i b i t 2 

l i s t s each o f our w e l l s t h a t we o p e r a t e . T h i s i s 

f o r t h e summer p e r i o d . On t h e r i g h t - h a n d column 

i s t h e volume t h a t we p r e d i c t t h a t t h e w e l l s w i l l 

make f o r t h e summer p e r i o d . 

As you can see, l o o k i n g down t h e 

r i g h t - h a n d column, we w i l l have t h r e e w e l l s t h a t 

w i l l exceed t h e c u r r e n t Commission a l l o w a b l e o f 

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

196,500. We w o u l d o n l y have one w e l l a t t h e 

c u r r e n t l e v e l . 

Q. Do you have a t a b l e t h a t shows us t h e 

im p a c t on y o u r w e l l s f o r what w e ' l l c h a r a c t e r i z e 

as t h e w i n t e r p e r i o d ? 

A. Yes. 

Q. L e t ' s t u r n t o t h a t . 

A. The n e x t e x h i b i t i s a h i s t o r y o f t h e 

w i n t e r p e r i o d gas p r o r a t i o n s c h e d u l e f o r 9 2 

t h r o u g h March o f 93. Then, t h e a c t u a l p r o t e c t i o n 

f o r 92 t o Mai1 ch o f 93, and t h e n our c u r r e n t 

e s t i m a t e f o r our w e l l s f o r t h e upcoming p e r i o d . 

W i t h t h i s s l i d e , we see t h a t f o u r o f 
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our w e l l s w o u l d exceed t h e Commission's p r o p o s e d 

172, and y o u ' l l a l s o n o t e t h a t t h r e e o f t h e w e l l s 

w o u l d a l s o exceed t h e O r y x - p r o p o s e d 196,500. 

Q. L e t me have you t u r n now t o E x h i b i t 4. 

I d e n t i f y and d e s c r i b e t h a t . 

A. Okay. E x h i b i t 4 i s j u s t a p r o d u c t i o n 

c u r v e , gas Mcf per day v e r s u s t i m e , f o r t h e Oryx 

Energy Company-operated w e l l s . B a s i c a l l y , as 

Chevron's i n d i c a t e d , we've a l s o done w o r k o v e r s . 

You can see t h e upper t r e n d i n t h e p r o d u c t i o n , 

and we're a s k i n g t h a t t h e a l l o w a b l e a t I f ; a s t be 

h e l d f l a t . I f we b r i n g t h e a l l o w a b l e back down, 

t h e n we're g o i n g t o be o v e r p r o d u c i n g . 

Q. Give us a summary o f t h e c h r o n o l o g y o f 

t h e r e c e n t a c t i v i t y i n I n d i a n B a s i n Upper Penn. 

I n i t i a l l y , I b e l i e v e , M a r a t h o n was t h e o p e r a t o r 

t h a t u n d e r t o o k t h e w o r k o v e r p r o j e c t t o i n c r e a s e 

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

b e l i e v e , Oryx was n e x t i n l i n e ? 

A. T h a t ' s c o r r e c t . M a r a t h o n s t a r t e d i n 

9 1 , b a s i c a l l y . Oryx s t a r t e d t h e i r work i n 

J a n u a r y o r F e b r u a r y o f 92, and Chevron has 

f o l l o w e d and has done t h e i r work. B a s i c a l l y , a t 

t h i s p o i n t , when Chevron f i n i s h e s t h e i r w o r k, 

w e ' l l have a l l worked our w e l l s o v e r and 
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i n c r e a s e d t h e volum e s . 

Q. A l l r i g h t . Of t h e w e l l s t h a t you 

worked o v e r , how many t o t a l w e l l s d i d you have i n 

t h e poo 1? 

A. We have f i v e w e l l s t h a t we worked o v e r . 

Q. Does t h a t r e p r e s e n t a l l t h e w e l l s t h a t 

you have i n t h e p o o l ? 

A. We have s i x , b u t one o f them is; TA'd. 

Q. So you've c o m p l e t e d a l l t h a t w o r k o v e r 

a c t i v i t y f o r y o u r w e l l s ? 

A. Yes, we have. 

Q. I n summary, t h e n , what i s t h e r e a s o n 

f o r y o u r r e c o m m e n d a t i o n o f t h e 196,500 

a d j u s t m e n t ? 

A. Our r e a s o n f o r t h e 196,500 i s j u s t t o 

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

c u r r e n t l y o p e r a t e . And, a t t h e Commission's 

l e v e l , i t w o u l d be even more o v e r p r o d u c t i o n . 

Q. U s i n g t h e 196,500 a d j u s t m e n t , t h a t , a t 

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

you've u t i l i z e d i n t h e p o o l f o r t h e l a s t two 

p e r i o d s ? 

A. E x a c t l y . 

MR. KELLAHIN: That c o n c l u d e s my 

e x a m i n a t i o n o f Mr. H a l l . We move t h e 
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i n t r o d u c t i o n o f h i s E x h i b i t s 1 t h r o u g h 4. The 

l a s t e x h i b i t i s t h e n e x t w i t n e s s ' s e x h i b i t . 

CHAIRMAN LEMAY: E x h i b i t s 1 t h r o u g h 4 

w i l l be a d m i t t e d i n t o t h e r e c o r d . 

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

COMMISSIONER BAILEY: No q u e s t i o n s . 

COMMISSIONER WEISS: No q u e s t i o n s . 

CHAIRMAN LEMAY: Nor do I . T h a n k y o u 

v e r y much. 

THE WITNESS: Thank you. 

TOM STRICKLAND 

H a v i n g b e e n f i r s t d u l y s w o r n u p o n h i s o a t h , was 

e x a m i n e d a n d t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. S t r i c k l a n d , f o r t h e r e c o r d , w o u l d 

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

A. My name i s Tom S t r i c k l a n d . I'm 

c u r r e n t l y e m p l o y e d w i t h O r y x E n e r g y Company as a 

gas s u p p l y r e p r e s e n t a t i v e i n t h e gas m a r k e t i n g 

g r o u p . 

Q. As p a r t o f y o u r d u t i e s as a gas s u p p l y 

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

way w i t h t h e p r o d u c t i o n t h a t y o u r company h a s i n 

t h e I n d i a n B a s i n U p p e r Penn g a s p o o l ? 
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A. Yes, s i r , I am. 

Q. What i s i t t h a t you s p e c i f i c a l l y do 

w i t h t h a t p r o d u c t i o n ? 

A. My j o b i n t h e m a r k e t i n g d e p a r t m e n t i s 

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

t h a t i s g o i n g t o be a v a i l a b l e , and d e a l i n g w i t h 

any t e r m c o n t r a c t s , s a l e s c o n t r a c t s , l o n g - t e r m 

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

s p o t s u p p l y , o ur s p o t s a l e s v o l u m e s , t o be s o l d 

on t h e s p o t m a r k e t . 

Q. When y o u r o p e r a t i o n s e n g i n e e r , Mr. 

H a l l , d e s c r i b e d y o u r h a v i n g c o n t a c t e d someone i n 

Oryx t o determine? m a r k e t demand f o r p r o d u c t i o n 

f r o m t h i s p o o l , aire you t h e i n d i v i d u a l t h a t he 

d i s c u s s e s t h a t i s s u e w i t h ? 

A. Yes, s i r , I am. 

Q. What have you d e t e r m i n e d t o be t h e 

market demand f o r p r o d u c t i o n f r o m y o u r w e l l s 

w i t h i n t h i s s o u r c e o f s u p p l y ? 

A. Based on h i s t o r i c a l m a r k e t demand f o r 

our s u p p l y h e r e , we have had no p r o b l e m s e l l i n g 

a l l t h e gas t h a t we have p r o d u c e d f r o m t h e I n d i a n 

B a s i n p l a n t , w h i c h i s t h e s a l e s p o i n t t h a t we 

s e l l t h e gas a t . We s e l l a l l t h e gas t h a t i s 

a v a i l a b l e a t t h e p l a n t . 
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Some o f t h e t h i n g s t h a t makes t h i s 

a v a i l a b l e t o us t o s e l l a r e i n n e r c o n n e c t s w i t h 

o t h e r p i p e l i n e s . We have t h e a b i l i t y t o t a k e t h e 

gas t o t h e West Coast, we have t h e a b i l i t y t o 

t a k e t h e gas t o t h e M i d w e s t , t o t h e G u l f Coast, 

and t o m a r k e t s w i t h i n Texas. 

To t h e West Coast w o u l d be E l Paso, 

T r a n s w e s t e r n . To t h e G u l f Coast w o u l d be t h e 

V a l e r o p i p e l i n e . To i n n e r Texas w o u l d be Lone 

S t a r . And we can l e a v e i t on NGPL and t a k e i t up 

t o Midwest m a r k e t s . M a r k e t s , based on h i s t o r i c a l 

and based on t h e a b i l i t y t o meet t h e s u p p l y i n 

v a r i o u s m a r k e t s , meet t h e demand i n v a r i o u s 

m a r k e t s , we f e e l c o n f i d e n t t h a t w e ' l l s t i l l be 

a b l e t o s e l l a l l t h e gas. 

Q. I s t h e ma r k e t demand, t h a t you t r y t o 

s a t i s f y f o r y o u r company's s h a r e o f t h e gas, 

g r e a t e r t h a n t h e volume o f gas b e i n g p r o d u c e d by 

y o u r w e l l s i n t h i s p o o l ? 

A. Yes, s i r . We see t h a t we can s e l l 

e v e r y Mcf or MMBTU o f gas t h a t i s p r o d u c e d . 

Q. What do you do, t h e n , t o s a t i s f y t h e 

excess ma r k e t demand t h a t you c a n ' t a c h i e v e o r 

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

p o o l ? 
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A. That gas w o u l d come f r o m e i t h e r 1 o t h e r 

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

e1sewhere. 

Q. Do you see any l i m i t a t i o n w i t h i n t h e 

syste m o f g a t h e r i n g gas f r o m t h e f i e l d and t a k i n g 

i t t o market t h a t r e s t r i c t s t h e volumes o f gas 

t h a t can be p r o d u c e d f r o m y o u r w e l l s ? 

A. No, s i r . 

MR. KELLAHIN: That c o n c l u d e s my 

e x a m i n a t i o n o f Mr. S t r i c k l a n d . We w o u l d move t h e 

i n t r o d u c t i o n o f h i s l e t t e r , w h i c h i s E x h i b i t No. 

5 . 

CHAIRMAN LEMAY: Thank you, Mr. 

K e l l a h i n . Q u e s t i o n s o f t h e w i t n e s s ? 

Commissioner B a i l e y ? 

COMMISSIONER BAILEY: No. 

CHAIRMAN LEMAY: Commissioner Weiss? 

COMMISSIONER WEISS: Yes. 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. How many Mcf i s 27 b i l l i o n BTU? 

A. The BTU f a c t o r , I b e l i e v e , i s 

a p p r o x i m a t e l y 1.5 Mcf e q u a l s 1 MMBTU. So, t h e 

c o n v e r s i o n t h a t we use t o c o n v e r t Mcf t o BTU 

w o u l d be a t t h e p l a n t t a i l g a t e , a f t e r t h e gas i s 
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p r o c e s s e d , w o u l d be 1.5. So, you t a k e 1.5 t i m e s 

1 Mcf, and t h a t g i v e s you 1 MMBTU. 

Q. T h i s number h e r e i s 27 m i l l i o n , 

r o u g h l y , c i i b i c f e e t p e r day? 

A. Yes. 

MR. HALL: Excuse me. I t ' s 1.05. 

A. Excuse me, yes. 1.05. 

UNIDENTIFIED SPEAKER: C a l c u l a t i n g 

t a i l g a t e BTU i s 1.005. So, e s s e n t i a l l y , 1 

m i l l i o n BTU i s r e a l l y , e s s e n t i a l l y , 1 Mcf. 

COMMISSIONER WEISS: Very good.. Thank 

you v e r y much. 

CHAIRMAN LEMAY: That was my q u e s t i o n , 

t o o . I have no q u e s t i o n s . You may be excu s e d . 

MR,. KELLAHIN: I w o u l d l i k e t o r e c a l l 

Ron F o l t z . 

RONALD J . FOLTZ 

H a v i n g been p r e v i o u s l y d u l y sworn upon h i s o a t h , 

was examined and t e s t i f i e d f u r t h e r as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. F o l t z , f o r t h e r e c o r d , w o u l d you 

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

A. My name i s Ron a l d J. F o l t z , and I'm a 

s e n i o r r e s e r v o i r e n g i n e e r . 
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Q. You've p r e v i o u s l y t e s t i f i e d a b o u t t h e 

B l i n e b r y p o o l . Do you a l s o c o n t i n u e w i t h y o u r 

p r i o r d u t i e s as a p r o r a t i o n e n g i n e e r f o r 

p r o d u c t i o n f r o m y o u r company's w e l l s i n t h e 

I n d i a n B a s i n Upper P e n n s y l v a n i a n gas p o o l ? 

A. Yes, s i r , I do. 

Q. Based upon t h e p r o d u c t i o n f r o m t h a t 

p o o l , and y o u r w e l l s , do you have a 

reco m m e n d a t i o n t o t h e Commission c o n c e r n i n g what, 

i f any, a d j u s t m e n t s t o make f o r t h e upcoming 

w i n t e r p r o r a t i o n p e r i o d ? 

A. Yes, s i r , I do. 

MR, KELLAHIN: We t e n d e r Mr. F o l t z as 

an e x p e r t p r o r a t i o n e n g i n e e r . 

CHAIRMAN LEMAY: H i s q u a l i f i c a t i o n s a r e 

a c c e p t a b l e . 

Q. What a r e y o u r r e c o m m e n d a t i o n s , Mr. 

F o l t z ? 

A. At t h i s t i m e , M a r a t h o n recommends t h a t 

an a d j u s t m e n t on l i n e 3, t o t h e p r o r a t i o n 

s c h e d u l e , o f 168,607, be made t o in c r e a s e ; t h e 

t o t a l p o o l volume, and w i t h s u b s e q u e n t 

c a l c u l a t i o n s r e s x i l t i n 196,500 m o n t h l y a c r e a g e 

a l l o c a t e f a c t o r , o r F l f a c t o r . 

Q. You have a t a b l e among y o u r e x h i b i t s 
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t h a t shows how t o make t h e a d j u s t m e n t and 

c a l c u l a t i o n , b u t t h e b o t t o m l i n e i s t h a t you and 

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

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

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

t h e n o n - m a r g i n a l u n i t s ? 

A. Yes, s i r , t h a t ' s c o r r e c t . 

Q. I t w i l l be a t t h e same r a t e t h a t 

t h e y ' r e c u r r e n t l y e n j o y i n g ? 

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

Q. L e t ' s t u r n t o t h e f i r s t d i s p l a y and 

have you i d e n t i f y t h a t f o r us? 

A. E x h i b i t A i s t h e I n d i a n B a s i n f i e l d 

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

f o r d i f f e r e n t s e c t i o n s . The r e d , s m a l l r e d 

sq u a r e o r r e c t a n g l e i n S e c t i o n 23 i s t h e l o c a t i o n 

f o r I n d i a n B a s i n gas p l a n t . The m a r g i n a l w e l l s 

a r e i n d i c a t e d w i t h i n t h e c o l o r e d a r e a as t h e 

p r o d u c t i v e a c r e a g e . The g r e e n c i r c l e s a r e what 

we c o n s i d e r t o be; t h e c u r r e n t n o n - m a r g i n a l w e l l s 

i n t h e poo 1 . 

Q. L e t ' s t u r n now t o E x h i b i t B. 

A. E x h i b i t B i s t h e I n d i a n B a s i n f i e l d 

t o t a l Upper Penn p o o l p r o d u c t i o n , as o b t a i n e d 

f r o m C - l l l d a t a i n f o r m a t i o n . The h i s t o r y 
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i n f o r m a t i o n i s f r o m J a n u a r y 1992 t h r o u g h J u l y o f 

199 3 , w i t h a p r o j e c t i o n o r f o r e c a s t o f t o t a l p o o l 

p r o d u c t i o n f o r A u g u s t 1993 t h r o u g h M a r c h o f 

199 4 . The a l l o w a b l e f o r t h e t o t a l p o o l i s a l s o 

i n d i c a t e d by t h e d a s h e d l i n e . 

Q. What's t h e s i g n i f i c a n c e o f t h i s d i s p l a y 

t o y o u ? 

A. The s i g n i f i c a n c e o f t h i s d i s p l a y i s 

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

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

p o o l . 

Q. L e t ' s t u r n now t o E x h i b i t C, a n d l o o k 

a t t h e c a l c u l a t i o n o f how y o u p r o p o s e t o make t h e 

a d j u s t m e n t . 

A. E x h i b i t C i n d i c a t e s t h a t M a r a t h o n ' s 

p r o p o s i n g an a d j u s t m e n t o f 168,607 M c f , f o r a 

t o t a l o f 3,889,514 Mcf p e r m o n t h . T h i s was 

o b t a i n e d by l o o k i n g a t a f o u r - m o n t h a v e r a g e o f 

p r o d u c t i o n f o r M a r c h 1 9 9 3 , A p r i l a n d May, 

e x c l u d i n g J u n e , a n d l o o k i n g a t J u l y 1 9 9 3 ' s 

n u m b e r . T h a t f o u r - m o n t h a v e r a g e r e s u l t e d i n 

r i g h t a t 3.9 B c f p e r m o n t h . 

C o n t i n u i n g f r o m t h e r e , d e p e n d i n g on t h e 

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

we w e r e a b l e t o come up w i t h an a v e r a g e o f , f o r 
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m a r g i n a l p o o l a l l o w a b l e , o f 2.9 B c f , w h i c h 

r e s u l t s i n 9 5 4,990, Mcf f o r t h e m o n t h l y 

n o n - m a r g i n a l p o o l a l l o w a b l e . And t h e n , u s i n g t h e 

n o n - m a r g i n a l a c r e a g e f a c t o r o f 4.86, r e s u l t s i n 

th e 196,50 0 F l f a c t o r . 

Q. I t ' s been a l m o s t two y e a r s , i f n o t 

more, s i n c e M a r a t h o n i n i t i a t e d an e f f o r t i n p r i o r 

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

th e p o o l , and we've gone t h r o u g h a number o f 

r a t h e r c o n t e s t e d h e a r i n g s b e f o r e t h i s Commission 

f o r t h i s same r e s e r v o i r . 

What i s t h e c u r r e n t s t a t u s o f 

dev e l o p m e n t and p r o d u c t i o n i n t h e p o o l t h a t has 

caused t h i s accommodation among t h e o p e r a t o r s 

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

some consensus on what t o do f o r p r o d u c i n g 

l e v e l s ? 

A. I b e l i e v e p r i m a r i l y i s t h e r e m e d i a l 

work t h a t has t a k e n p l a c e o v e r t h e l a s t two 

y e a r s , where M a r a t h o n , t h e n Oryx, t h e n Chevron, 

and i'm i n c l u d i n g Apache, have been a b l e t o see 

th e b e n e f i t s o f d o i n g r e m e d i a l work and 

i n c r e a s i n g d e l i v e r a b i l i t i e s f r o m t h e w e l l s . 

Q. One o f t h e hopes and e x p e c t a t i o n s e a r l y 

on was t h a t t h i s r e s e r v o i r was a l i k e l y t a r g e t 
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f o r u n i t i z a t i o n , and we had p r i o r d i s c u s s i o n s 

a b o u t M a r a t h o n i n i t i a t i n g u n i t i z a t i o n d i s c u s s i o n s 

among t h e o p e r a t o r s f o r t h i s p o o l . What has 

happened t o t h a t ? 

A. The u n i t i z a t i o n d i s c u s s i o n s c o n t i n u e d 

t h r o u g h June o f ] 9 9 2 , when we had a w o r k i n g 

i n t e r e s t owner m e e t i n g , and i t was d e c i d e d , or i t 

was f o u n d , t h a t we c o u l d n o t p u r s u e u n i t i z a t i o n 

a t t h a t t i m e due t o l a c k o f unanimous s u p p o r t by 

a l l t h e o p e r a t o r s . 

Q. You c o x i l d n o t g e t a t l e a s t enough 

agreement f o r a 7 5 - p e r c e n t consensus on how t o 

f o r m u l a t e t h e u n i t and come up w i t h p a r t i c i p a t i o n 

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

A. I b e l i e v e , i n t h i s p a r t i c u l a r I n s t a n c e , 

b e i n g a gas r e s e r v o i r , i t w o u l d t a k e 100 p e r c e n t , 

or unanimous p a r t i c i p a t i o n . 

Q. There w o u l d have been no s e c o n d a r y 

e f f o r t s i n i t i a t i n g p r e s s u r e m a i n t e n a n c e o r f o r 

w a t e r f l o o d i n g any o f t h e r e s e r v o i r ? 

A. Not a t t h i s t i m e . 

Q. So you were s t u c k w i t h 100 p e r c e n t ? 

A. R i g h t . 

Q. What do you f o r e c a s t as t h e l i k e l i h o o d 

t h a t you w i l l be a b l e t o u n i t i z e t h i s p o o l i n t h e 
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f o r e s e e a b l e f u t u r e ? 

A. There a r e s t i l l some d i s c u s s i o n s g o i n g 

on. We have y e t t o r e s e a r c h a p o s i t i o n where we 

f e e l we need t o go ahead w i t h t h o s e d i s c u s s i o n s . 

M a r a t h o n i s l o o k i n g a t o t h e r a l t e r n a t i v e s ; t o 

w o r k i n g t o w a r d m a x i m i z i n g r e c o v e r y f r o m t h e 

r e s e r v o i r , and y e t s t 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 . 

Q. We have had p r i o r d i s c u s s i o n s a b o u t 

b r i n g i n g t h i s r e s e r v o i r back t o t h e Commission, 

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

r u l e s by w h i c h we; can make a d j u s t m e n t s t o p r o t e c t 

c o r r e l a t i v e r i g h t s and maximize u l t i m a t e 

r e c o v e r y . I s t h a t s t i l l a c o n s i d e r a t i o n ? 

A. Yes, i t i s . 

Q. Does y o u r company have any c o n c e r n s 

a b o u t t h e p r o r a t i o n s y s t e m , as i t now a f f e c t s 

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

A. The ma j o r c o n c e r n f r o m M a r a t h o n w o u l d 

be t h a t as r e s e r v o i r p r e s s u r e s d e c l i n e , due t o 

the h i g h e r w i t h d r a w a l r a t e s a t some p o i n t , 

d r a i n a g e o r d e 1 i v e r a b i 1 i t i e s f r o m some w e l l s may 

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

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

Q. At l e a s t f o r t h i s n e x t w i n t e r p r o r a t i o n 
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p e r i o d , a r e y o u s a t i s f i e d t h a t i f t h e C o m m i s s i o n 

a d o p t s t h i s a d j u s t m e n t , t h a t w i t h i n a r e a s o n a b l e 

r a n g e we c a n p r o t e c t c o r r e l a t i v e r i g h t s a n d 

p r e v e n t d r a i n a g e among s p a c i n g u n i t s ? 

A. Y e s, I do, d u r i n g t h i s p e r i o d . 

MR. KELLAHIN: T h a t c o n c l u d e s my 

e x a m i n a t i o n o f Mr. F o l t z . We move t h e 

i n t r o d u c t i o n o f h i s E x h i b i t s A, B, a n d C. 

CHAIRMAN LEMAY: E x h i b i t s A, B, a n d C 

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

o b j e c t i o n . Q u e s t i o n s o f t h e w i t n e s s ? 

COMMISSIONER BAILEY: N o t h i n g . 

COMMISSIONER WEISS: J u s t a comment. I 

w o u l d h ope t h a t y o u w o u l d p u r s u e u n i t i z a t i o n . As 

I r e c a l l , t h i s was an edge w a t e r d r i v e ? 

THE WITNESS: T h a t ' s c o r r e c t . 

COMMISSIONER WEISS: B e c a u s e 

s o m e b o d y ' s w e l l s a r e g o i n g t o g e t w e t some d a y , 

and t h e y ' l l w a n t t o s a y t h i s o r t h a t . Maybe now 

i s t h e t i m e t o a d d r e s s t h o s e p r o b l e m s , w h i l e 

t h e r e ' s s t i l l p r o d u c t i o n . 

THE WITNESS: Okay. 

CHAIRMAN LEMAY: One q u i c k o n e . 

EXAMINATION 

BY CHAIRMAN LEMAY: 
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Q. On y o u r E x h i b i t C, t h e d i f f e r e n c e i n 

yo u r m a r g i n a l p o o l a l l o w a b l e s between the; OCD 

f i g u r e s and t h o s e p r o p o s e d by you, a c c o u n t f o r 

t h e d i f f e r e n c e i n y o u r a d j u s t m e n t , v e r s u s 

p r e v i o u s w i t n e s s e s ? I n o t h e r words, y o u ' r e 

a s k i n g t h e same t h i n g as p r e v i o u s w i t n e s s e s , i t ' s 

o n l y t h a t t h e d i f f e r e n t t h a t you came up w i t h i n 

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

y o u r d i f f e r e n c e i n a d j u s t m e n t , i s t h a t r i g h t ? 

A. T h a t ' s c o r r e c t . Yes, s i r . 

CHAIRMAN LEMAY: I have no f u r t h e r 

q u e s t i o n s . Thank you. C o n g r a t u l a t i o n s on 

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

f i e l d . A l l o f you a r e t o be c o n g r a t u l a t e d on t h e 

degree o f c o o p e r a t i o n y o u ' r e f i n a l l y s h o w i n g . 

MR. KELLAHIN: He j u s t had a b r i e f 

s t a t e m e n t he wanted t o make. 

CHAIRMAN LEMAY: He's welcome t o make 

t h a t now, as a sworn w i t n e s s , i f he l i k e s . 

MR. KELLAHIN: Why d o n ' t you go ahead, 

t h e n . 

MR. FOLTZ: M a r a t h o n i s one o f s e v e r a l 

o p e r a t o r s i n t h e I n d i a n B a s i n f i e l d . P r o d u c t i o n 

f r o m I n d i a n B a s i n i s p r i m a r i l y f r o m t h e Upper 

Penn r e s e r v o i r . 
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S i n c e f i r s t p r o d u c t i o n b e g a i n i n t h e 

mid-60s, a p p r o x i m a t e l y 30 p e r c e n t o f t h e o r i g i n a l 

p r o d u c t i v e a c r e a g e has been l o s t due t o a q u i f e r 

i n f l u x . Over the; y e a r s , f u e l p r o d u c t i o n had 

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

f e e t a day by 1990. 

As a r e s u l t o f numerous w e l l r e m e d i a l 

programs by f i e l d o p e r a t o r s , c u r r e n t r a t e s 

a v e r a g e a p p r o x i m a t e l y 130 m i l l i o n c u b i c f e e t a 

day. At t h i s t i m e , M a r a t h o n O i l Company does 

s u p p o r t m a i n t a i n i n g a l l o w a b l e s , f o r n o n - m a r g i n a l 

w e l l s , a t t h e c u r r e n t l e v e l o f 196,500 Mcf per 

month, f o r an a c r e a g e f a c t o r o f one. 

However, f u t u r e a l l o w a b l e s p r o p o s e d by 

Ma r a t h o n may be r e d u c e d as a r e s u l t o f p r o j e c t e d 

r e s e r v o i r p r e s s u r e d e c l i n e and p o t e n t i a l 

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

as t o w h e t h e r t h e c u r r e n t gas p r o r a t i o n s y s t e m 

f o r I n d i a n B a s i n i s s t r u c t u r e d t o a l l o w f o r 

maximum r e c o v e r y o f h y d r o c a r b o n s and p r o t e c t i o n 

o f c o r r e l a t i v e r i g h t s f r o m t h e Upper Penn gas 

p o o l . 

P r i o r a t t e m p t s a t u n i t i z a t i o n were 

f r u s t r a t e d by l i m i t e d or no s u p p o r t f r o m o t h e r 

o p e r a t o r s . M a r a t h o n i s e v a l u a t i n g o t h e r 
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a l t e r n a t i v e s t o maximize r e c o v e r y and t o p r o t e c t 

c o r r e l a t i v e r i g h t s f o r a l l l e a s e s , and w i l l seek 

a s s i s t a n c e f r o m t h e New Mexico O i l C o n s e r v a t i o n 

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

Thank you f o r y o u r a t t e n t i o n . 

MR. KELLAHIN: T h a t ' s a l l we have, Mr. 

Chairman.. 

CHAIRMAN LEMAY: Thank you, Mr. F o l t z , 

a p p r e c i a t e i t . A n y t h i n g more? S t a t e m e n t s i n t h e 

p r o r a t i o n h e a r i n g i n t o t h e r e c o r d ? 

Because we do want t o g e t t h i s wrapped 

up f a i r l y q u i c k l y , what w e ' l l do i s w e ' l l keep 

t h e r e c o r d open f o r one week f o r a d d i t i o n a l 

s t a t e m e n t s . 

MR. STOVALL: Mr. Chairman, I d o n ' t see 

any r e a s o n t o keep i t open f o r even a week. I f 

t h e r e was some i n d i c a t i o n t h a t we w o u l d have one, 

I w o u l d say f i n e . I t h i n k you can t a k e i t under 

a d v i s e m e n t and p r o c e e d t o a c t . 

CHAIRMAN LEMAY: We won't d e l a y t h a t , 

t h e n , i f t h e r e ' s no one t h a t needs t o su p p l e m e n t 

t h e r e c o r d . W e ' l l t a k e t h e case under 

a d v i s e m e n t . Thank you v e r y much. 

(And t h e p r o c e e d i n g s c o n c l u d e d . ) 
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