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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 10036 AND CASE NO. 10111 
BEING REOPENED 

REPORTERS TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: M i c h a e l E. S t o g n e r , H e a r i n g Examiner 
Ji m Morrow, H e a r i n g Examiner 

F e b r u a r y 17, 1994 

Santa Fe, New Mexico 

T h i s m a t t e r came on f o r h e a r i n g b e f o r e 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 on F e b r u a r y 17, 1994, a t 

Morgan H a l l , S t a t e Land O f f i c e B u i l d i n g , 310 O l d 

Santa Fe T r a i l , Santa Fe, New Me x i c o , b e f o r e Deborah 

O'Bine, RPR, C e r t i f i e d C o u r t R e p o r t e r No. 63, f o r t h e 

S t a t e o f New Me x i c o . 

MAR 2 I IQCM 

CUMBRE COURT REPORTING 
P.O. Box 9262 

Santa Fe, New Mexico 85704-9262 
(505) 984-2244 FAX: 984-2092 
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I N D E X 

F e b r u a r y 17, 1994 
Examiner H e a r i n g 
CASE NO. 10036 
CASE NO. 10111 

APPEARANCES 

TEXACO'S WITNESS: 

D o r o t h y B r e l i h 
E x a m i n a t i o n by 
E x a m i n a t i o n by 

CHEVRON'S WITNESSES: 

A l l e n W. B o h l i n g 
E x a m i n a t i o n by 

R o b e r t E. Green 
E x a m i n a t i o n by 
E x a m i n a t i o n by 

CONOCO'S WITNESS: 

Mark M c C l e l l a n d 
E x a m i n a t i o n by 
E x a m i n a t i o n by 
E x a m i n a t i o n by 

DOYLE HARTMAN'S WITNESSES: 

C r a i g Van K i r k 
E x a m i n a t i o n by 
E x a m i n a t i o n by 

Mark P e r r y 
E x a m i n a t i o n by 
E x a m i n a t i o n by 

REPORTER'S CERTIFICATE 

Mr. C a r r 
Examiner Morrow 

Mr. Carr 

Mr. C a r r 
Examiner Morrow 

Mr. K e l l a h i n 
Examiner Morrow 
Examiner S t o g n e r 

Mr. G a l l e g o s 
Examiner Morrow 

Mr. G a l l e g o s 
Examiner Morrow 

PAGE 

4 

9 
22 

2 3 

29 
38 

4 0 
57 
59 

63 
86 

91 
102 

106 
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E X H I B I T S 

FOR T E X A C O : 
I D ADMTD 

E x h i b i t 1 11 21 
E x h i b i t 2 12 21 
E x h i b i t 3 13 2 1 
E x h i b i t 4 15 21 
E x h i b i t 5 16 21 
E x h i b i t 6 17 21 

FOR CHEVRON: 

E x h i b i t 1 25 29 
E x h i b i t 2 27 29 
E x h i b i t 3 32 38 
E x h i b i t 4 33 38 

FOR CONOCO: 

E x h i b i t 1 43 57 
E x h i b i t 2 45 57 
E x h i b i t 3 47 57 
E x h i b i t 4 48 57 
E x h i b i t 5 49 57 
E x h i b i t 6 49 57 
E x h i b i t 7 51 57 
E x h i b i t 8 52 57 
E x h i b i t 9 54 57 
E x h i b i t 10 54 57 

FOR DOYLE HARTMAN: 

E x h i b i t 1 65 85 
E x h i b i t 2 67 85 
E x h i b i t 3 67 85 
E x h i b i t 4 69 85 
E x h i b i t 5 69 85 
E x h i b i t 6 7 4 85 
E x h i b i t 7 79 85 
E x h i b i t 8 82 85 
E x h i b i t 9 84 85 
E x h i b i t 10 99 101 
E x h i b i t 11 95 101 
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A P P E A R A N C E S 

FOR TEXACO, CAMPBELL, CARR, BERGE & 
CHEVRON, ARCO: SHERIDAN, P.A. 

P.O. Box 2208 
Santa Fe, New Mexico 87504 
BY: WILLIAM F. CARR, ESQ. 

FOR CONOCO, INC.: KELLAHIN AND KELLAHIN 
117 N. Guadalupe 
Santa Fe, New Mexico 
BY: W. THOMAS KELLAHIN, ESQ. 

FOR DOYLE HARTMAN: GALLEGOS LAW FIRM 
141 E. P a l a c e Avenue 
Santa Fe, New Mexico 87501 
BY: J.E.. GALLEGOS, ESQ. 
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EXAMINER STOGNER: At t h i s t i m e , I ' l l 

r e o p e n Case No. 10036, w h i c h i s b e i n g r e opened 

p u r s u a n t t o t h e p r o v i s i o n s o f Order No. R-8170-G, 

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

t h e Eumont Gas Po o l and e s t a b l i s h e d minimum gas 

a l l o w a b l e f o r t h a t p o o l . 

A t t h i s t i m e I ' l l c a l l f o r a p p e a r a n c e s . 

MR. CARR: May i t p l e a s e t h e e x a m i n e r , my 

name i s W i l l i a m F. Carr w i t h t h e Santa Fe law f i r m 

C a m p b e l l , C a r r , Berge & S h e r i d a n . I ' d l i k e t o e n t e r 

our appearance f o r Texaco E x p l o r a t i o n & P r o d u c t i o n , 

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

P e r m i a n . I have t h r e e w i t n e s s e s . 

EXAMINER STOGNER: Any o t h e r appearances? 

MR. KELLAHIN: Mr. Examiner, 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 and 

K e l l a h i n , a p p e a r i n g i n t h i s case on b e h a l f o f Conoco, 

I n c . I have one w i t n e s s t o be sworn. 

EXAMINER STOGNER: Other appearances? 

MR. GALLEGOS: Mr. Examiner, I'm Gene 

G a l l e g o s , Santa Fe, New Mexico, i n b e h a l f o f Doy l e 

Hartman. We w o u l d l i k e t o ask t h a t Case 10036 be 

h e a r d on a c o n s o l i d a t e d r e c o r d w i t h 10111; t h a t i s , 

t h e Eumont and J a l m a t P o o l minimum a l l o w a b l e cases be 

h e a r d t o g e t h e r . 
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As grounds f o r t h a t , we wo u l d p o i n t o u t 

t h a t t h e minimum a l l o w a b l e s were s e t f o r t h e s e two 

p o o l s c o n t e m p o r a n e o u s l y i n J a n u a r y o f 1991, and t h a t 

t h e p o o l s a r e e s s e n t i a l l y g e o l o g i c a l l y t h e same 

p o o l s , t h e r e ' s a l m o s t a c o m p l e t e o v e r l a p o f o p e r a t o r s 

i n t h e p o o l s , and t h e e v i d e n c e t h a t w e ' l l p r e s e n t f o r 

D oyle Hartman i n b e h a l f o f t h e J a l m a t a l l o w a b l e s w i l l 

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

o f t h e minimum a l l o w a b l e s f o r t h e Eumont P o o l . 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s f r o m e i t h e r p a r t i e s i n reopened Case 

10036? Mr. C a r r , o r do you want t o t a k e f i v e 

m i n u t e s ? 

MR. CARR: I won't need f i v e m i n u t e s . The 

e v i d e n c e t h a t we're g o i n g t o p r e s e n t i s r e a l l y 

s p e c i f i c t o t h e Eumont P o o l . I can t e l l y ou, 

however, t h a t as Mr. G a l l e g o s i n d i c a t e d as t o h i s 

e v i d e n c e , t h a t t h e c o n c l u s i o n s and a l l t h a t we w i l l 

r e a c h a b o u t t h e Eumont I b e l i e v e w o u l d be a l s o 

a p p l i c a b l e t o t h e J a l m a t . Our p r e s e n t a t i o n i s 

o r g a n i z e d t o do j u s t t h e Eumont. I t ' s y o u r p l e a s u r e . 

EXAMINER STOGNER: Mr. K e l l a h i n ? 

MR. KELLAHIN: Mr. Examiner, our 

p r e s e n t a t i o n i s s p e c i f i c t o t h e Eumont as a p o o l . 

The D i v i s i o n h e a r d t h e s e m a t t e r s s e p a r a t e l y . I f I 
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r e c a l l , t h e y were on t h e same d o c k e t , b u t t h e y were 

t r e a t e d as s e p a r a t e m a t t e r s i n t e r m s o f g a t h e r i n g t h e 

e v i d e n c e . I have no p r e s e n t a t i o n t o make i n t h e 

J a l m a t . I t ' s c e r t a i n l y up t o y o u r d i s c r e t i o n . We 

have p r e p a r e d o u r s i n t e r m s o f g o i n g f o r w a r d as a 

s i n g l e p r e s e n t a t i o n on a s e p a r a t e case. 

EXAMINER STOGNER: Are t h e r e any o t h e r 

a ppearances i n e i t h e r case b e f o r e I make t h e d e c i s i o n 

w h e t h e r t o c o n s o l i d a t e o r n o t ? Were you a l l g o i n g t o 

e n t e r a p p e a r a n c e s , Mr. Ca r r --

MR. CARR: I'm g o i n g t o be a p p e a r i n g i n 

t h e J a l m a t case, y e s . 

EXAMINER STOGNER: Mr. K e l l a h i n , I t a k e 

you a r e n o t g o i n g t o be a p p e a r i n g i n t h e J a l m a t 

case? 

MR. KELLAHIN: T h a t ' s r i g h t , I'm n o t . 

EXAMINER STOGNER: Were you g o i n g t o be 

o b j e c t i n g t o t h e J a l m a t case i n any way? 

MR. CARR: No. I'm s u p p o r t i n g t h e 

p r e s e n t a t i o n t o be made by Mr. Hartman. 

EXAMINER STOGNER: For t h e p u r p o s e s o f 

t e s t i m o n y , t h e n , I w i l l go ahead and c o n s o l i d a t e b o t h 

t h e s e reopened cases. 

A t t h i s t i m e , I ' l l c a l l Case No. 10111 

wh i c h i s b e i n g reopened p u r s u a n t t o t h e p r o v i s i o n s o f 
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D i v i s i o n Order No. R-8170-J, w h i c h o r d e r e s t a b l i s h e d 

minimum gas a l l o w a b l e s i n t h e J a l m a t Gas P o o l i n Lea 

County. 

Are t h e r e any o t h e r appearances a t t h i s 

t i m e ? I f n o t , I t e l l you what, I wou l d l i k e f o r you 

ge n t l e m e n t o d e c i d e how b e s t t o go on w i t h t h i s 

case. How many w i t n e s s e s do you have, Mr. G a l l e g o s ? 

MR. GALLEGOS: Mr. Examiner, w e ' l l have 

two w i t n e s s e s . 

EXAMINER STOGNER: You have t h r e e , Mr. 

Carr? 

MR. CARR: I have t h r e e , y e s , s i r . 

EXAMINER STOGNER: You have two? 

MR. KELLAHIN: One, s i r . 

EXAMINER STOGNER: And you have two. Or 

do you have a p r e f e r e n c e ? Do we need t o go o f f t h e 

r e c o r d and l e t you guys d e c i d e t h i s ? 

MR. KELLAHIN: I t h i n k we can move r i g h t 

ahead. Mr. Ca r r was t h e a p p l i c a n t w i t h h i s c l i e n t i n 

t h e Eumont case. I f he's p r e p a r e d t o go ahead, I'm 

happy t o l e t him do t h a t . 

MR. GALLEGOS: Sure, and t h a t ' s f i n e w i t h 

us, t o o . I t h i n k t h a t ' s l o g i c a l . 

EXAMINER STOGNER: Mr. C a r r , I'm g o i n g t o 

a l l o w you t o go f i r s t and Mr. K e l l a h i n w i t h h i s 
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w i t n e s s and t h e n Mr. G a l l e g o s . 

MR. CARR: A t t h i s t i m e we w i l l c a l l 

D o r o t h y B r e l i h . 

EXAMINER STOGNER: I t e l l you what, b e f o r e 

we g e t s t a r t e d , l e t me have a l l t h e w i t n e s s e s s t a n d 

a t t h i s t i m e . 

( W i t n e s s e s sworn.) 

EXAMINER STOGNER: Mr. C a r r . 

DOROTHY BRELIH, 

t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y 

sworn upon h e r 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 CARR: 

Q. W i l l 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. D o r o t h y B r e l i h . 

Q. Where do you r e s i d e ? 

A. Hobbs, New Mexico. 

Q. By whom a r e you employed, and i n what 

c a p a c i t y ? 

A. I'm employed by Texaco as a p r o d u c t i o n 

e n g i n e e r . 

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 

D i v i s i o n ? 
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A. No, s i r . 

Q. Could you summarize 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 f o r Mr. St o g n e r and t h e n r e v i e w y o u r work 

e x p e r i e n c e ? 

A. Yes. I r e c e i v e d a B.S. i n c h e m i c a l 

e n g i n e e r i n g f r o m C a l i f o r n i a S t a t e P o l y t e c h n i c 

U n i v e r s i t y , Pomona, i n 1981. I r e c e i v e d an MBA f r o m 

C a l i f o r n i a S t a t e U n i v e r s i t y , B a k e r s f i e l d , i n 1987, 

and I'm a r e g i s t e r e d e n g i n e e r i n b o t h C a l i f o r n i a and 

New Me x i c o . I ' v e worked 13 y e a r s f o r Texaco. The 

f i r s t 12 o f t h o s e were i n B a k e r s f i e l d as r e s e r v o i r , 

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

I' v e been i n Hobbs a l m o s t one y e a r . 

Q. Does t h e g e o g r a p h i c area o f y o u r 

r e s p o n s i b i l i t y w i t h Texaco i n c l u d e t h e p o r t i o n o f 

s o u t h e a s t New Mexico i n v o l v e d i n t h i s case? 

A. Yes, i t does -- o n l y t h e Eumont. 

Q. Have you s t u d i e d t h e p r o d u c t i o n h i s t o r y 

f o r t h e Eumont Pool? 

A. Yes, I have. 

Q. And y o u r a r e a o f r e s p o n s i b i l i t y does n o t 

i n c l u d e J a l m a t ? 

A. No, i t does n o t . 

Q. Are you f a m i l i a r w i t h t h e a l l o w a b l e s f o r 

t h e Eumont Gas P o o l and r e c e n t changes i n t h e s e 
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a l l o w a b l e s ? 

A. Yes, I am. 

MR. CARR: Mr. S t o g n e r , a t t h i s t i m e we 

wou l d t e n d e r D o r o t h y B r e l i h as an e x p e r t w i t n e s s i n 

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

EXAMINER STOGNER: Are t h e r e any q u e s t i o n s 

or any o p p o s i t i o n s ? Miss B r e l i h i s so q u a l i f i e d 

t h e n . 

Q. (BY MR. CARR) Would you b r i e f l y s t a t e 

what Texaco seeks w i t h t h i s a p p l i c a t i o n ? 

A. We seek permanent p o o l r u l e s e s t a b l i s h i n g 

a 600 Mcf p e r day minimum a l l o w a b l e f o r t h e Eumont 

Gas P o o l . 

Q. When was t h i s p o o l o r i g i n a l l y c r e a t e d ? 

A. I n F e b r u a r y 1974. 

Q. Could you r e f e r t o Texaco E x h i b i t No. 1, 

i d e n t i f y t h i s , and r e v i e w i t f o r t h e ex a m i n e r . 

A. Yes, s i r . T h i s i s a map t h a t shows t h e 

Eumont Gas Po o l b o u n d a r i e s . A l l t h e shaded s e c t i o n s 

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

Q. Where i s t h e J a l m a t P o o l i n r e s p e c t t o t h e 

Eumont b o u n d a r i e s t h a t you've i n d i c a t e d on t h i s 

e x h i b i t ? 

A. I t a d j o i n s t h i s p o o l i m m e d i a t e l y t o t h e 

s o u t h . 
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Q. Are t h e y c o n t i g u o u s p o o l s , o r do t h e y 

a b u t ? 

A. They do a b u t , yes. 

Q. G e n e r a l l y s p e a k i n g , where i s t h e Eumont 

P o o l l o c a t e d ? 

A. Between Hobbs and Eunice i n s o u t h e a s t e r n 

Lea County. 

Q. How l a r g e a p o o l a r e we t a l k i n g a b o u t when 

we t a l k a b o u t t h e Eumont? 

A. A p p r o x i m a t e l y 179 square m i l e s , j u s t over 

405 a c r e a g e f a c t o r s . 

Q. And t h e v e r t i c a l l i m i t s o f t h i s p o o l a r e 

d e f i n e d i n what way? 

A. From t h e t o p o f t h e Yates t o t h e b o t t o m o f 

t h e Queen. 

Q. L e t ' s go t o E x h i b i t No. 2, t h e g r a p h o f 

p r o d u c t i o n v e r s u s a l l o w a b l e . And I wo u l d ask you t o 

r e v i e w t h i s f o r t h e exami n e r , e x p l a i n what t h e 

pu r p o s e o f t h i s e x h i b i t a c t u a l l y i s . 

A. Okay. T h i s i s a p l o t o f f i e l d a l l o w a b l e 

and p r o d u c t i o n f r o m 1980 t o p r e s e n t . The r e d l i n e i s 

p r o d u c t i o n . The gr e e n l i n e i s t h e a l l o w a b l e . 

The i m p o r t a n t t h i n g s t o n o t e h e r e a r e t h e 

h i g h p r o d u c t i o n l e v e l s t h a t we had i n t h e e a r l y 

'80's; t h e n t h e r a p i d d e c l i n e i n '82. T h i s i s when 
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t h e gas ma r k e t d e t e r i o r a t e d b o t h due t o p r i c e and 

demand c o n s i d e r a t i o n s . The o p e r a t o r s began p r o d u c i n g 

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

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

i n i n t h e summer months. There i s a d e f i n i t e w i n t e r 

c y c l e h e r e . 

What t h i s d i d was keep p r o d u c t i o n low, 

w h i c h k e p t t h e a l l o w a b l e s low, w h i c h k e p t t h e 

p r o d u c t i o n low, and i t began a v i c i o u s c y c l e . We 

e s s e n t i a l l y r a t c h e t e d down and dug o u r s e l v e s i n t o a 

h o l e t h a t we c o u l d n o t g e t back o u t o f . 

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

1980's t h a t caused Texaco t o s t u d y ways t o r e s o l v e 

t h e p r o b l e m . And n o t e t h a t t h e a d m i n i s t r a t i v e 

a d j u s t m e n t s and t h e subsequent e s t a b l i s h m e n t o f t h e 

minimum a l l o w a b l e s have r e s u l t e d i n s t e a d i l y 

i n c r e a s i n g p r o d u c t i o n s i n c e e a r l y 1991. 

Q. P r i o r t o t h e e s t a b l i s h m e n t o f minimum 

a l l o w a b l e s , when d i d Texaco a c t u a l l y d r i l l i n t h i s 

p o o l ? 

A. 1980 i s t h e b e s t answer I can g i v e t o 

t h a t . 

Q. L e t ' s go now t o E x h i b i t No. 3, t h e g r a p h 

o f t h e n o n m a r g i n a l f a c t o r s . Would you i d e n t i f y and 

r e v i e w t h e i n f o r m a t i o n on t h i s e x h i b i t f o r Mr. 
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S t o g n e r ? 

A. T h i s i s a g r a p h o f t o t a l a c r e a g e f a c t o r s , 

t h e r e d l i n e a t t h e t o p , and 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 a g a i n s i n c e 1980. The n o n m a r g i n a l i s t h e 

g r e e n l i n e . 

What we saw was a d r a m a t i c i n c r e a s e i n 

n o n m a r g i n a l acreage f a c t o r s i n t h e mid-1980's as t h e 

a l l o w a b l e s were d e c r e a s e d . There's a d e c l i n e i n t h e 

n o n m a r g i n a l acreage f a c t o r s i n mid-1988 as a r e s u l t 

o f a d m i n i s t r a t i v e a d j u s t m e n t s , b u t most r e c e n t l y t h e 

e s t a b l i s h m e n t o f t h e minimum a l l o w a b l e has 

d r a m a t i c a l l y d r o p p e d t h a t number and k e p t i t v e r y 

low. 

S i n c e t h e t o t a l a creage f a c t o r s has n o t 

changed a p p r e c i a b l y , we know t h a t t h e number o f 

m a r g i n a l acreage f a c t o r s t h e n has i n c r e a s e d as t h e 

number o f n o n m a r g i n a l s has d e c r e a s e d . 

Q. What you've shown h e r e i s t h a t t h e r e c e n t 

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

h i g h e r a l l o w a b l e . I s t h a t what t h i s i s showing? 

A. No, I t h i n k i t ' s j u s t t h e o p p o s i t e . The 

h i g h e r a l l o w a b l e s s i g n i f i c a n t l y i m p a c t t h e r e l a t i v e 

r a t i o o f m a r g i n a l p r o r a t i o n u n i t s t o 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 . T h i s i s because when t h e a l l o w a b l e 

goes up, t h e n o n m a r g i n a l acreage f a c t o r s come down as 
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t h e y ' r e r e c l a s s i f i e d , and y o u r p r o d u c t i o n goes up 

a c c o r d i n g l y because t h e a l l o w a b l e i s now b e i n g 

a s s i g n e d t o t h o s e p r o r a t i o n u n i t s t h a t can produce 

i t . 

Q. L e t ' s go t o Texaco E x h i b i t No. 4. T h i s i s 

e n t i t l e d N o r m a l i z e d N o n m a r g i n a l P r o d u c t i o n and 

A l l o w a b l e . I t h i n k f i r s t we ought t o e x p l a i n what 

Texaco means by n o r m a l i z e d . 

A. N o r m a l i z e d means we t r i e d t o t a k e o u t t h e 

e f f e c t s o f how many acreage f a c t o r s t h e r e were a t any 

g i v e n t i m e . I t o o k t h e t o t a l n o n m a r g i n a l p r o d u c t i o n 

and t h e t o t a l n o n m a r g i n a l a l l o w a b l e i n each month and 

d i v i d e d i t by t h e number o f n o n m a r g i n a l acreage 

f a c t o r s i n t h a t month. 

What t h a t does i s i t d o e s n ' t a l l o w t h e 

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

o f t h e g r a p h . So y o u ' r e l o o k i n g a t a r e p r e s e n t a t i v e 

n o n m a r g i n a l acreage f a c t o r f o r any g i v e n month. 

Q. What does t h i s show? 

A. A g a i n , t h i s shows t h e f l u c t u a t i o n s i n t h e 

mid-80's t h a t were caused by t h e gas m a r k e t and 

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

s t a y e d v e r y low because no one was d o i n g any 

de v e l o p m e n t . The e s t a b l i s h m e n t o f t h e minimum 

a l l o w a b l e s i n c r e a s e d p r o d u c t i o n , w h i c h i s 
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d e m o n s t r a t e d a g a i n f r o m 1991 on. 

Y o u ' l l n o t e t h a t i n t h e l a s t s i x months, 

we've seen t h e h i g h e s t p r o d u c t i o n we've had i n y e a r s . 

Q. L e t ' s move now t o E x h i b i t No. 5, t h e g r a p h 

o f t h e n o n m a r g i n a l and m a r g i n a l p r o d u c t i o n . I d e n t i f y 

and r e v i e w t h i s , p l e a s e . 

A. A g a i n , n o n m a r g i n a l p r o d u c t i o n i s shown i n 

t h e r e d l i n e . The m a r g i n a l p r o d u c t i o n i s shown i n 

g r e e n . The h i s t o r i c a l t r e n d i n t h e e a r l y '80's was 

where t h e m a r g i n a l p r o d u c t i o n d e f i n i t e l y exceeded t h e 

n o n m a r g i n a l p r o d u c t i o n . T h i s f l i p s i n t h e 1980's. 

N o r m a l l y t h i s w o u l d i n d i c a t e t h a t y o u r 

p r o d u c i n g c a p a c i t y had i n c r e a s e d , and more and more 

w e l l s were making more and more p r o d u c t i o n , and 

t h e r e f o r e t h e y were becoming n o n m a r g i n a l . 

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

coming up t o meet t h e a l l o w a b l e . I t was more t h e 

a l l o w a b l e coming down t o meet t h e p r o d u c t i o n . And 

t h e s e u n i t s were m e r e l y b e i n g r e c l a s s i f i e d . 

We g o t back t o a system w i t h t h e 

e s t a b l i s h m e n t o f t h e minimum a l l o w a b l e i n 1991 t h a t 

now i s a c c u r a t e l y a s s i g n i n g a l l o w a b l e s t o t h o s e 

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

And now t h e l i o n ' s s h a r e o f p r o d u c t i o n i s coming f r o m 

m a r g i n a l p r o d u c t i o n u n i t s , w h i c h i s t h e i n t e n t o f t h e 
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e n t i r e s y stem, as I u n d e r s t a n d i t . 

Q. L e t ' s now go t o Texaco E x h i b i t No. 6. 

Would you i d e n t i f y and r e v i e w t h i s e x h i b i t ? 

A. T h i s i s j u s t a p l o t e x p r e s s i n g a l l o w a b l e s 

i n t e r m s o f 600 Mcf a day. We keep t a l k i n g a b o u t 600 

Mcf, b u t a l l my gr a p h s show a b i l l i o n c u b i c f e e t o r a 

m i l l i o n c u b i c f e e t p e r month. So I wanted t o p u t 

t h i s on a r e l a t i v e b a s i s t o show t h a t we wanted a 

minimum o f 600. We've a c t u a l l y been a b l e t o s u p p o r t 

a l l o w a b l e s much h i g h e r t h a n t h a t e v e r y s i n c e t o where 

we're a t 952 t o d a y . 

Q. A l l o w a b l e s i n t h e range o f 900 Mcf per day 

a t t h e p r e s e n t t i m e ? 

A. Yes. 

Q. Does t h a t t e l l you a n y t h i n g a b o u t w h e t h e r 

or n o t 600 Mcf p e r day i s a r e a s o n a b l e minimum 

f i g u r e ? 

A. Yes. I t h i n k t h a t shows i t ' s q u i t e 

r e a s o n a b l e and v e r y a p p r o p r i a t e . I t c o n t i n u e s t o 

g i v e t h e a p p r o p r i a t e economic i n c e n t i v e , and t h e 

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

Q. And i t works s i m p l y as a f l o o r under t h e 

a l l o w a b l e system? 

A. Yes, i t does. 

Q. I n 1990, Texaco p r e s e n t e d t e s t i m o n y i n 
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support of t h e s e minimum a l l o w a b l e s . At t h a t time 

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

would improve economics and encourage development. 

Has t h a t o c c u r r e d ? 

A. D e f i n i t e l y . At the time, the economics 

p r e s e n t e d used average numbers t h a t were taken from 

an o p e r a t o r s ' survey as to d r i l l i n g c o s t s , o p e r a t i n g 

c o s t s , workover c o s t s and r i s k s . And i t merely 

i l l u s t r a t e d the f a c t t h a t 600 Mcf a day was an 

a l l o w a b l e t h a t provided adequate economic i n c e n t i v e 

to d r i l l and/or rework w e l l s t h a t were making 

s u b s t a n t i a l l y l e s s than t h a t . Without a r e l i a b l e 

c o n s i s t e n t minimum, the r i s k s were c o n s i d e r e d too 

high. 

I b e l i e v e t h a t i t d e f i n i t e l y --

development has d e f i n i t e l y proceeded i n the Eumont 

both f o r Texaco and f o r other o p e r a t o r s , and the 

evid e n c e of t h i s i s the dr a m a t i c i n c r e a s e i n t o t a l 

gas p r o d u c t i o n from 1991 to p r e s e n t . 

Q. Have t h e r e been a d d i t i o n a l workover 

o p e r a t i o n s conducted by Texaco as a r e s u l t of the 

minimum a l l o w a b l e ? 

A. Yes. We've done about 30 workovers as a 

r e s u l t . 

Q. Has t h e r e been the i n s t a l l a t i o n of 
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a d d i t i o n a l equipment because o f t h e minimum 

a l l o w a b l e ? 

A. Yes, s i r . Every w o r k o v e r we do, we have 

p u t pumping equipment and a s e p a r a t o r on t h e w e l l . 

Our E u n i c e gas p l a n t , due t o t h e i n c r e a s e d 

p r o d u c t i o n , saw i n c r e a s e d p r e s s u r e s ; so t h e y t o o k 

s t e p s t o red u c e t h a t by p u t t i n g i n l a r g e r l i n e s and 

c o m p r e s s i o n . They've a l s o i n s t a l l e d a s u l f u r p l a n t 

t o h a n d l e t h i s i n c r e a s e d Eumont p r o d u c t i o n . 

Q. A l l o f t h e s e r e q u i r e s u b s t a n t i a l 

i n v e s t m e n t s . D i d you see t h a t k i n d o f i n v e s t m e n t 

p r i o r t o t h e e s t a b l i s h m e n t o f minimum a l l o w a b l e s 

p r i o r t o 1990? 

A. No, s i r , t h e r e was no r e a s o n t o do so. 

Q. W i t h a 600 Mcf per day minimum a l l o w a b l e , 

a r e some w e l l s s t i l l b e i n g a l l o w a b l e r e s t r i c t e d i n 

t h i s p o o l ? 

A. Yes, 32 o f t h e 419 w e l l s i n t h e O c t o b e r 

s c h e d u l e . 

Q. What i s t h e t o p p r o d u c e r i n t h e p o o l , what 

l e v e l does i t produce? 

A. I b e l i e v e i t ' s 1.9 m i l l i o n . 

Q. Could you j u s t g e n e r a l l y t h e n summarize 

what you b e l i e v e t h e r e s u l t s o f t h e 600 Mcf p e r day 

minimum a l l o w a b l e have been on p r o d u c t i o n f r o m t h e 
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Eumont Pool? 

A. I t h i n k we've d e f i n i t e l y seen an i n c r e a s e d 

c o m f o r t l e v e l f o r a l l t h e o p e r a t o r s i n t h e p o o l . We 

have b e t t e r , c o n s i s t e n t economics f o r w o r k o v e r s and 

d r i l l i n g . We've seen new i n v e s t m e n t s f o r t h e 

dev e l o p m e n t o f t h e p o o l , and we've seen i n c r e a s e d 

p r o d u c t i o n . 

Q. Can Texaco m a r k e t a l l t h e gas i t pr o d u c e s 

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

A. Yes. 

Q. Have you e x p e r i e n c e d p r o b l e m s m a r k e t i n g 

gas f r o m t h e Eumont Pool i n t h e p a s t ? 

A. None w h a t s o e v e r . I n f a c t , we're a b l e — 

we've m a i n t a i n e d o ur m a r k e t , and as I u n d e r s t a n d t h e 

t e s t i m o n y f r o m 1990, we're c o m p e t i n g w i t h t h e 

s u r r o u n d i n g s t a t e s ' gas. 

Q. Would any o t h e r p r o d u c e r t h a t y o u ' r e aware 

o f be f a c i n g c u r t a i l m e n t o r any r e s t r i c t i o n i n i t s 

a b i l i t y t o m a r k e t p r o d u c t i o n f r o m t h e p o o l ? 

A. I d o n ' t b e l i e v e so, and Texaco w o u l d be 

w i l l i n g t o t a k e t h e i r p r o d u c t i o n . 

Q. I n f a c t , you wou l d have t h e a b i l i t y t o 

ma r k e t f o r o t h e r s ? 

A. Yes. 

Q. Does Texaco recommend t h a t t h e 600 Mcf a 
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day a l l o w a b l e f o r t h e Eumont P o o l be a d o p t e d on a 

permanent b a s i s ? 

A. Yes, s i r . 

Q. Do you b e l i e v e t h a t a p p r o v a l o f t h i s 

minimum a l l o w a b l e on a permanent b a s i s w o u l d be i n 

t h e b e s t i n t e r e s t s o f c o n s e r v a t i o n , t h e p r e v e n t i o n o f 

was t e , and t h e 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 ? 

A. Yes, s i r . 

Q. W i l l a d o p t i o n o f t h i s minimum a l l o w a b l e 

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

o t h e r w i s e w i l l n o t be produced? 

A. Yes, s i r . 

Q. Were E x h i b i t s 1 t h r o u g h 6 e i t h e r p r e p a r e d 

by you o r c o m p i l e d under y o u r d i r e c t i o n ? 

A. Yes. 

MR. CARR: A t t h i s t i m e , Mr. S t o g n e r , I 

move t h e a d m i s s i o n o f Texaco E x h i b i t s 1 t h r o u g h 6. 

EXAMINER STOGNER: 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 e v i d e n c e . 

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 t h i s w i t n e s s . 

EXAMINER STOGNER: Thank you, Mr. C a r r . 

Mr. K e l l a h i n , do you have any q u e s t i o n s ? 

MR. KELLAHIN: No, s i r . 

EXAMINER STOGNER: Mr. G a l l e g o s , any 
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q u e s t i o n s ? 

MR. GALLEGOS: No q u e s t i o n s . 

EXAMINER STOGNER: Mr. Morrow? 

EXAMINATION 

BY EXAMINER MORROW: 

Q. I wanted t o ask you t o e x p l a i n a g a i n 

E x h i b i t No. 4, t h e n o r m a l i z e d n o n m a r g i n a l p r o d u c t i o n 

a l l o w a b l e . I d i d n ' t p i c k up on y o u r e x p l a n a t i o n t h e 

f i r s t t i m e t h r o u g h . 

A. What t h a t i s i s t o t a l n o n m a r g i n a l 

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

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

g i v e n month. 

Q. Oh, j u s t an average? 

A. Yes, j u s t t o dampen o u t t h e e f f e c t o f t h e 

w i l d s w i n g s we had i n t h e number o f 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. T h i r t y - t w o w e l l s a r e s t i l l p r o r a t e d . Some 

of t h e s e , I guess, a r e two w e l l s p e r gas p r o r a t i o n 

u n i t p r o b a b l y because I t h i n k t h e r e ' s o n l y a b o u t 24, 

25, GPU's t h a t s t i l l show up t h a t ' s p r o r a t e d ? 

A. They may be. I'm r e a l l y n o t s u r e . 

Q. Do you know how many w e l l s a r e c a p a b l e o f 

p r o d u c i n g i n excess o f t h e 600 per day? 

A. T h a t ' s t h e 32. 
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Q. W e l l , I t h i n k t h e a l l o w a b l e i s 

c o n s i d e r a b l y h i g h e r t h a n 600 now so --

A. Yes. There a r e o n l y n i n e w e l l s t h a t a r e 

c a p a b l e o f p r o d u c i n g o v e r t h e 952 t h a t we c u r r e n t l y 

have. There a r e 32 w e l l s t h a t a r e c a p a b l e o f 

p r o d u c i n g o v e r 600. 

EXAMINER MORROW: Okay. T h a t ' s a l l I 

have. 

EXAMINER STOGNER: Thank y o u , s i r . Any 

o t h e r q u e s t i o n s ? You may be excused. Mr. Carr? 

MR. CARR: A t t h i s t i m e , f o r Chevron, I 

wou l d c a l l Mr. A l B o h l i n g . 

ALLEN W. BOHLING, 

t h e w i t n e s s h e r e i n , a f t e r 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. W i l l 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. My name i s A l l e n W. B o h l i n g . 

Q. Where do you r e s i d e ? 

A. I r e s i d e i n M i d l a n d , Texas. 

Q. By whom a r e you employed and i n what 

c a p a c i t y ? 
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A. I'm employed by Chevron USA P r o d u c t i o n 

Company as a p e t r o l e u m e n g i n e e r . 

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 

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, s i r , I have. 

Q. Are you f a m i l i a r w i t h t h e a l l o w a b l e s f o r 

t h e Eumont P o o l and Chevron's r e c e n t d e v e l o p m e n t 

a c t i v i t y i n 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 ? 

EXAMINER STOGNER: I f t h e r e a r e no 

o b j e c t i o n s , Mr. B o h l i n g i s so q u a l i f i e d . 

Q. (BY MR. CARR) Mr. B o h l i n g , c o u l d you 

b r i e f l y s t a t e t h e p u r p o s e o f Chevron's t e s t i m o n y i n 

t h i s case? 

A. The pur p o s e o f Chevron's t e s t i m o n y i s t o 

p r o v i d e s u p p o r t f o r t h e c o n t i n u a t i o n on a permanent 

b a s i s o f t h e minimum gas a l l o w a b l e o f 600 Mcf p e r day 

f o r an acreage f a c t o r o f 1 i n t h e Eumont Gas P o o l . 

The p r i n c i p a l i n t e n t i n e s t a b l i s h i n g a 

minimum gas a l l o w a b l e o f 600 a day i n t h e Eumont Gas 

Poo l i n December 1990 was t o p r o v i d e a system o r a 

b a s i s w h i c h o p e r a t o r s c o u l d have c o n f i d e n c e i n and 
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w h i c h w o u l d a l l o w them t o p l a n d e v e l o p m e n t programs, 

make bu d g e t commitments, and e x e c u t e t h o s e programs 

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

b e l i e v e s t h a t t h e minimum a l l o w a b l e o f 600 Mcf per 

day i s d o i n g e x a c t l y t h a t now and w i l l a t t e m p t t o 

show t h i s i n o u r p r e s e n t a t i o n h e r e t o d a y . 

Q. Mr. B o h l i n g , t h e a l l o w a b l e i s a c t u a l l y one 

of t h e v a r i a n c e f a c t o r s o r v a r i a b l e s t h a t an o p e r a t o r 

must t a k e i n t o c o n s i d e r a t i o n when d e c i d i n g w h e t h e r or 

n o t t o commit development f u n d s t o t h i s p o o l ; i s t h a t 

r i g h t ? 

A. T hat i s c o r r e c t . 

Q. By s e t t i n g a minimum a l l o w a b l e , i n f a c t 

what t h e D i v i s i o n i s d o i n g i s p r o v i d i n g a c e r t a i n 

d egree o f s t a b i l i z a t i o n f o r t h a t p a r t i c u l a r f a c t o r ? 

A. Yes, s i r . 

Q. L e t ' s go t o what has been marked Chevron 

E x h i b i t No. 1. Would you i d e n t i f y t h i s e x h i b i t and 

r e v i e w i t f o r Mr. Sto g n e r ? 

A. Yes, s i r . E x h i b i t No. 1 i s a p r o d u c t i o n 

g r a p h w h i c h shows s e v e r a l i t e m s . The l i n e i n r e d i s 

t h e Eumont Gas P o o l ' s p r o d u c t i o n p e r f o r m a n c e f o r t h e 

p e r i o d J a n u a r y '91 t h r o u g h O c t o b e r o f '93, a 

t h r e e - y e a r p e r i o d . 

The dashed l i n e r e p r e s e n t s t h e p o o l ' s 
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t o t a l a l l o w a b l e o v e r t h a t same p e r i o d o f t i m e . 

I ' v e b r a c k e t e d i n ar r o w s t h e p r o r a t i o n 

p e r i o d s and t r i e d t o show what t h e t o p a l l o w a b l e f o r 

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 w o uld be f o r an acreage 

f a c t o r o f 1 d u r i n g t h o s e p r o r a t i o n p e r i o d s . 

The b l u e l i n e a t t h e b o t t o m o f t h e g r a p h 

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

t h i s same p e r i o d o f t i m e . 

From t h i s g r a p h , i t i s e v i d e n t t h a t t h e 

minimum a l l o w a b l e o f 600 Mcf p e r day has been a key 

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

m a r k e t c o n d i t i o n s , and i n e f f e c t has l e v e l e d o u t t h e 

e r r a t i c swings o f t h e 1980's and has a c t u a l l y 

p r o m o t e d an i n c r e a s e o f p r o d u c t i o n i n t h e Eumont Gas 

Po o l o v e r t h e s e t h r e e y e a r s . 

I t i s a l s o e v i d e n t t h a t due t o t h e minimum 

a l l o w a b l e , Chevron has been a b l e t o c o n t i n u e i t s 

i n - p l a c e d r i l l i n g and w o r k o v e r p r o g r a m s , e s s e n t i a l l y 

i n c r e a s i n g o ur p r o d u c t i o n f r o m a r a t e o f a r o u n d 14 

m i l l i o n p e r day i n J a n u a r y o f '91 t o a l i t t l e o v e r 22 

m i l l i o n p e r day i n October o f '93. C u r r e n t l y , o r as 

of December o f 1993, Chevron's d a i l y p r o d u c t i o n i s 

ove r 25 m i l l i o n a day. That 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 Eumont P o o l ' s d a i l y p r o d u c t i o n . 

Q. When I l o o k a t t h i s e x h i b i t , t h e l i n e t h a t 
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r e p r e s e n t s t h e a c t u a l p o o l a l l o w a b l e r e p r e s e n t s t h e 

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

f o r t h e p o o l f o r t h a t p a r t i c u l a r t i m e ; i s t h a t what 

y o u ' r e showing w i t h t h a t l i n e ? 

A. That i s c o r r e c t , y e s , s i r . 

Q. L e t ' s move t o what has been marked as 

E x h i b i t No. 2. U s i n g t h i s e x h i b i t , w o u l d you r e v i e w 

f o r t h e examiner t h e r e c e n t work u n d e r t a k e n by 

Chevron t o d e v e l o p t h i s p o o l ? 

A. E x h i b i t No. 2 i s a summary o f Chevron's 

w o r k o v e r and d r i l l i n g programs d u r i n g t h e t h r e e - y e a r 

p e r i o d o f 1991 t h r o u g h 1993 as a r e s u l t o f t h e 600 a 

day minimum a l l o w a b l e . 

I ' d l i k e t o m e n t i o n f i r s t t h a t Chevron's 

a c t i v i t y d u r i n g 1990 c o n s i s t e d o f o n l y s i x w o r k o v e r s 

and two new d r i l l s , p e r f o r m e d p r i m a r i l y i n r e s p o n s e 

t o t h e Commission's a d m i n i s t r a t i v e s e t t i n g o f an 

a l l o w a b l e a t 600 Mcf p e r day d u r i n g f o u r months o f 

t h a t y e a r . Chevron e s s e n t i a l l y had no p l a n s o r 

a c t i v i t y e x c e p t f o r m a i n t e n a n c e i n t h e Eumont P o o l 

d u r i n g 1989. However, as shown on t h i s e x h i b i t , i n 

1991, t h e minimum a l l o w a b l e p r o v i d e d t h e c a t a l y s t f o r 

Chevron t o r e d i r e c t i t s f o c u s t o t h e Eumont P o o l and 

d r i l l n i n e new w e l l s and p e r f o r m 16 w o r k o v e r s a t a 

c o s t o f a l i t t l e o v e r $4 m i l l i o n i n 1991. 

CUMBRE COURT REPORTING 
P.O. Box 9262 

Santa Fe, New Mexico 85704-9262 
(505) 984-2244 FAX: 984-2092 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

2 2 

2 3 

2 4 

2 5 

2 8 

The 25 w e l l s had i n i t i a l p r o d u c t i o n o f a 

l i t t l e o v e r $11 m i l l i o n a day. And c u r r e n t l y as o f 

12/93, t h o s e same w e l l s a r e p r o d u c i n g a t 8.6 m i l l i o n 

p e r day. 

I n 1992, we p e r f o r m e d t e n more w o r k o v e r s 

and t h r e e new d r i l l s a t a c o s t o f $1.5 m i l l i o n . The 

i n i t i a l p r o d u c t i o n o f t h o s e 13 w e l l s was 5.3 m i l l i o n 

a day, and c u r r e n t l y as o f 12/93 t h e y ' r e p r o d u c i n g 

3.4 m i l l i o n a day. 

The 1993 w o r k o v e r and d r i l l i n g p r ogram 

c o n s i s t e d o f e i g h t more w o r k o v e r s and t h r e e new 

d r i l l s a t a c o s t o f $1.5 m i l l i o n a g a i n . The i n i t i a l 

p r o d u c t i o n f r o m t h o s e w e l l s i s a l i t t l e o v e r 6 

m i l l i o n a day, and as o f 12/93 t h e y a r e c u r r e n t l y 

p r o d u c i n g 5.9 m i l l i o n . 

A l m o s t 18 m i l l i o n a day o u t o f Chevron's 

c u r r e n t 25 m i l l i o n a day p r o d u c t i o n f r o m t h e Eumont 

Gas P o o l i s a d i r e c t r e s u l t o f h a v i n g s e t t h e minimum 

a l l o w a b l e o f 600 Mcf p e r day i n t h e Eumont P o o l i n 

December o f 1990. 

Chevron p l a n s t o c o n t i n u e i t s h i g h l e v e l 

o f a c t i v i t y i n 1994 w i t h t h e d r i l l i n g o f two new 

w e l l s and p e r f o r m i n g e i g h t more w o r k o v e r s . We 

b e l i e v e t h a t t h e c o n t i n u a n c e o f t h i s minimum 

a l l o w a b l e on a permanent b a s i s w i l l p r o v i d e t h e 
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s t a b i l i t y f a c t o r needed f o r p r o d u c e r s t o m a i n t a i n a 

h i g h d e g r e e o f f o c u s and commitment t o deve l o p m e n t o f 

t h e Eumont Gas P o o l . 

Q. Mr. B o h l i n g , w i l l Chevron a l s o c a l l a 

w i t n e s s t o d i s c u s s m a r k e t i n g i s s u e s r e l a t e d t o r e c e n t 

Eumont p r o d u c t i o n ? 

A. Yes, s i r , t h e y w i l l . 

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, s i r , t h e y were. 

MR. CARR: A t t h i s t i m e , Mr. S t o g n e r , I 

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 and 2. 

EXAMINER STOGNER: 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 e v i d e n c e a t t h i s t i m e . 

MR. CARR: Tha 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. B o h l i n g . 

EXAMINER STOGNER: Thank you. Mr. 

K e l l a h i n ? 

MR. KELLAHIN: No q u e s t i o n s . 

EXAMINER STOGNER: Mr. G a l l e g o s ? 

MR. GALLEGOS: No q u e s t i o n s . 

EXAMINER STOGNER: I have no q u e s t i o n s . 

MR. CARR: A t t h i s t i m e we w o u l d c a l l 

R o b e r t E. Green. 

ROBERT E. GREEN, 

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

f o i l o w s : 

EXAMINATION 

BY MR. CARR: 

Q. S t a t e y o u r f u l l name and p l a c e o f 

r e s i d e n c e . 

A. R o b e r t E. Green f r o m M i d l a n d , Texas. 

Q. By whom a r e you employed and i n what 

c a p a c i t y ? 

A. I work f o r Chevron USA P r o d u c t i o n Company 

as a n a t u r a l gas c o o r d i n a t o r f o r t h e S t a t e o f New 

Mexico. 

Q. What does a n a t u r a l gas c o o r d i n a t o r do? 

A. As a n a t u r a l gas c o o r d i n a t o r , I s u p e r v i s e 

t h e p r o c e s s o f f o r e c a s t i n g t h e 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 e gas, and 

d e l i v e r i n g t h e gas i n t o t h e f i r s t t r a n s p o r t e r . The 

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

n a t u r a l gases t o s p o t m a r k e t s and t o 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 agreements. 

Q. Have you 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 

mar k e t f o r n a t u r a l gas f r o m s o u t h e a s t e r n New Mexico 

a t O i l C o n s e r v a t i o n D i v i s i o n and Commission a l l o w a b l e 

h e a r i n g s ? 

A. Yes, I have. 
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Q. A t t h e t i m e o f t h a t p r i o r 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 an e x p e r t i n n a t u r a l gas 

m a r k e t i n g i s s u e s a c c e p t e d by t h i s D i v i s i o n and made a 

m a t t e r o f r e c o r d ? 

A. Yes, t h e y were. 

Q. Are you 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 gas f r o m t h e Eumont Gas Po o l and 

Chevron's e f f o r t s t o ma r k e t n a t u r a l gas p r o d u c e d f r o m 

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 ? 

EXAMINER STOGNER: I f t h e r e a r e no 

o b j e c t i o n s , Mr. Green i s so q u a l i f i e d . 

Q. (BY MR. CARR) B e f o r e we g e t i n t o y o u r 

t e s t i m o n y , Mr. Green, y o u ' r e g o i n g t o be making 

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

Eumont Gas Pool? 

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

Q. Would t h e s t a t e m e n t s t h a t you make and t h e 

c o n c l u s i o n s t h a t you r e a c h be e q u a l l y a p p l i c a b l e t o 

p r o d u c t i o n f r o m t h e J a l m a t Gas Pool? 

A. Yes, t h e y a r e . I n Chevron, t h e 

p r o d u c t i o n , m a r k e t i n g s i d e o f i t , we d o n ' t 

d i f f e r e n t i a t e between J a l m a t and Eumont. 
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Q. L e t ' s go t o what has been marked Chevron 

E x h i b i t No. 3. Would you i d e n t i f y t h i s and r e v i e w i t 

f o r t h e examiner? 

A. Chevron E x h i b i t 3 i s a s p o t gas p r i c e 

h i s t o r y t o E l Paso N a t u r a l Gas a t t h e Waha f r o m t h e 

Permian B a s i n . I t s t a r t s i n J a n u a r y '91 and r u n s 

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

We've p r e p a r e d t h a t t o show t h e 

f l u c t u a t i o n and t h e movement i n t h e n a t u r a l gas s p o t 

p r i c e s o v e r t h e l a s t few y e a r s , b u t a l s o t o p o i n t o u t 

t h a t t h e n a t u r a l gas p r i c e s o v e r t h a t t i m e have a l s o 

had a t e n d e n c y t o s t r e n g t h e n and become s t r o n g e r i n 

th e a r e a . 

Q. I f you t a k e t h i s e x h i b i t and compare i t 

back t o E x h i b i t No. 1, what does t h i s t e l l you about 

t h e g e n e r a l t r e n d f o r gas p r o d u c t i o n back i n , say, 

1992? 

A. One o f t h e t h i n g s t h a t I wo u l d l i k e t o 

p o i n t o u t i n co m p a r i n g t h i s back t o E x h i b i t No. 1 

fr o m Chevron, i f you w o u l d , i n F e b r u a r y o f 1992, t h e 

n a t u r a l gas ma r k e t had a p r i c e c o l l a p s e , i f I can use 

t h a t t e r m . And p r i c e s f e l l t o a l m o s t $1 p e r MMBtu on 

th e m a r k e t , and t h e n t h r o u g h o u t t h e summer had a 

s t e a d y c l i m b back i n t o t h a t . I f you compare t h a t 

w i t h t h e p r o d u c t i o n f r o m t h e Eumont P o o l i n 1992, you 
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see t h a t t h e p r o d u c t i o n f o l l o w e d t h a t demand f o r gas 

i n t h e a r e a . 

Y o u ' l l a l s o n o t i c e , t h o u g h , t h a t t h e 

p r o d u c t i o n f r o m t h e Eumont P o o l d i d n o t r e c o v e r 

commensurate w i t h t h e p r i c e s as t h e p r i c e s began t o 

r e c o v e r t h r o u g h t h e summer b u t s t a y e d f a i r l y f l a t a t 

t h a t t i m e . 

We b e l i e v e t h a t t h a t o c c u r r e n c e i s due t o 

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

we a l s o see t h a t as t h e success o f t h e 600 a day 

minimum a l l o w a b l e . The 600 a day minimum a l l o w a b l e 

was i n e f f e c t a t t h a t t i m e , and i t was a l s o t h e 

p r o r a t e d a l l o w a b l e . And so we f e l t t h a t i f t h e 

a l l o w a b l e had been s m a l l e r , as i t p r o b a b l y w o u l d have 

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

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

l o w e r t h a n i t d i d a t t h a t t i m e . 

Q. L e t ' s t o go Chevron E x h i b i t No. 4. 

I d e n t i f y t h i s , p l e a s e . 

A. Chevron E x h i b i t No. 4 i s a map o f 

S o u t h e a s t New Mexico on w h i c h I have drawn t h e 

o u t l i n e o f t h e Eumont P o o l . A d d i t i o n a l l y , t h i s map 

d e p i c t s t h e Chevron Warren P e t r o l e u m Company's p l a n t s 

and g a t h e r i n g systems i n t h e a r e a . 

Q. Mr. Green, s i n c e NGPA p r i c e c o n t r o l s 
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t e r m i n a t e d back i n 1988, what changes have o c c u r r e d 

w i t h i n t h i s pool which a f f e c t Chevron's a b i l i t y to 

market n a t u r a l gas from the pool? 

A. Chevron's NGPA p r i c e c o n t r o l s were 

t e r m i n a t e d a t t h a t time, and p r i o r to t h a t , we were 

d e d i c a t e d to the Northern N a t u r a l Gas Company. 

Northern N a t u r a l Gas c o n t r o l s the p r o d u c t i o n from the 

f i e l d i n order to meet the needs of t h e i r s u p p l i e s . 

They would b r i n g the w e l l s on i n the w i n t e r t i m e , c ut 

them back and shut them i n i n the summertime. 

A f t e r being r e l e a s e d from Northern N a t u r a l 

Gas, Chevron began l o o k i n g around f o r more than a 

s i n g l e market f o r i t s gas. At t h a t time we s t a r t e d 

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

demand we had from the f i e l d . 

P a i r i n g t h a t up wi t h the 600 Mcf a day 

minimum a l l o w a b l e t h a t came i n t o i t gave us some 

o p p o r t u n i t i e s . One of the o p p o r t u n i t i e s we saw was 

i n the f i e l d g a t h e r i n g system. P r i o r to t h a t time on 

the Northern N a t u r a l Gas system, we had 60 to 70 

pounds g a t h e r i n g p r e s s u r e i n the f i e l d . By working 

through Northern N a t u r a l and by having the 

o p p o r t u n i t i e s a f f o r d e d by the 600 Mcf a day, d r i l l i n g 

new w e l l s , r e c o m p i e t i n g w e l l s , i n c r e a s i n g the 

pr o d u c t i o n i n t o t h e i r system, we had the f i n a n c i a l 
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i n c e n t i v e and they had the f i n a n c i a l i n c e n t i v e to go 

out and to make changes i n the system by adding 

a d d i t i o n a l compression, horsepower, and looping l i n e s 

where n e c e s s a r y . Today t h e i r c u r r e n t g a t h e r i n g 

p r e s s u r e s a r e i n the 16 to 28 pound c a t e g o r i e s . 

Q. That's down from 60 to 70 pounds? 

A. Yes, s i r , down from 60 to 70. 

Q. Does t h a t b e n e f i t j u s t the nonmarginal 

p r o d u c t i o n ? 

A. No, s i r . T h i s b e n e f i t a f f e c t e d a l l w e l l s 

connected to the g a t h e r i n g system, whether i t was 

m a r g i n a l or nonmarginal. So as a r e s u l t of the 600 

Mcf a day minimum a l l o w a b l e , we a l s o got to enjoy, as 

everyone on the system, i n c r e a s e d p r o d u c t i o n from the 

m a r g i n a l w e l l s out t h e r e a l s o because of the lower 

l i n e p r e s s u r e they had to flow the gas. 

Q. Have you a l s o changed g a t h e r i n g companies? 

A. Yes. Most r e c e n t l y , we've changed our 

market focus some, and Chevron has changed g a t h e r i n g 

companies. We're i n the p r o c e s s of c o n n e c t i n g those 

now. We're con n e c t i n g them to our own Warren 

Petroleum Company. 

As you can see from E x h i b i t 4, Warren 

almost c o m p l e t e l y c o v e r s the e n t i r e Eumont f i e l d 

t h e r e w i t h t h e i r g a t h e r i n g systems. And we see a 
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number of b e n e f i t s from t h i s . Warren i s a w e l l h e a d 

p u r c h a s e r so the gas i s purchased a t the w e l l h e a d , 

and you move back to a t r a d i t i o n a l type of gas s a l e s 

agreement, e l i m i n a t i n g a l o t of b u s i n e s s burden f o r 

the o p e r a t o r or f o r the producer. 

A d d i t i o n a l l y , Warren i s i n t e r e s t e d i n 

hooking up any producer or o p e r a t o r i n the Eumont 

f i e l d i n t o t h e i r g a t h e r i n g system. 

We see an a d d i t i o n a l advantage i n t h a t 

Warren i s more r e l i a b l e because they have m u l t i p l e 

p l a n t s connected and looped t o g e t h e r i n the Eumont 

f i e l d , as w e l l as s o u t h e a s t New Mexico; so i f one 

p l a n t goes down f o r some re a s o n or another, e i t h e r 

s c h e d u l e d or unscheduled, we don't l o s e our 

o p p o r t u n i t y to produce i n from the f i e l d . I t ' s 

s h i f t e d over to t h e i r other p l a n t s , and they p i c k up 

t h a t l o a d . 

I n a d d i t i o n to t h a t , we have some 

i n c r e a s e d market f l e x i b i l i t y a t the t a i l g a t e of these 

p l a n t s . P r i o r to t h a t , we were marketing through the 

Northern N a t u r a l Gas system, which was p r i n c i p a l l y a 

s i n g l e market. Today a t the t a i l g a t e s of t h e s e 

p l a n t s l o c a t e d d i r e c t l y i n the f i e l d , we have 

c o n n e c t i o n s to Northern N a t u r a l Gas, E l Paso N a t u r a l 

Gas, Gas Company of New Mexico, and we can backhaul 
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to Waha to go i n any d i r e c t i o n we want t o . At t h i s 

p o i n t i n time, we're capable of going n o r t h , south, 

e a s t , or west from the Eumont f i e l d . 

Q. Could you j u s t b r i e f l y summarize the 

impact t h a t minimum a l l o w a b l e s i n the Eumont Pool 

have had on Chevron's a b i l i t y to market n a t u r a l gas? 

A. B r i e f l y , because of the minimum 

a l l o w a b l e s , we've been a b l e to go forward with our 

p l a n n i n g and execute those p l a n s and a c h i e v e r e s u l t s 

i n the marketing b u s i n e s s . We've seen reduced 

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

producers i n the f i e l d . We've seen i n c r e a s e d 

f l e x i b i l i t y f o r marketing of t h a t gas, and we've seen 

a more s t a b l e market f o r t h a t . 

Q. I n your o p i n i o n , i s t h e r e a market f o r a l l 

n a t u r a l gas produced from the Eumont Pool? 

A. Yes, t h e r e i s . We see t h a t f o r our gas, 

as w e l l as o t h e r s i n the f i e l d . By moving i n t o a 

p l a n t such as the Warren Petroleum p l a n t s , we put 

t o g e t h e r l a r g e packages of gas a t the p l a n t t a i l g a t e , 

g i v i n g us a b e t t e r marketing power. These 

c o n s o l i d a t e d packages of gas make them e a s i e r to 

market and to meet customer needs i n the n a t u r a l gas 

i n d u s t r y . 

Q. What does Chevron recommend be done w i t h 
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the minimum a l l o w a b l e s i n t h i s pool? 

A. We recommend they be e s t a b l i s h e d on a 

permanent b a s i s . 

Q. W i l l e s t a b l i s h m e n t of t h e s e minimum 

a l l o w a b l e s on a permanent b a s i s i n your o p i n i o n be i n 

the b e s t i n t e r e s t of the c o n s e r v a t i o n , the p r e v e n t i o n 

of waste, and the p r o t e c t i o n of c o r r e l a t i v e r i g h t s ? 

A. Yes, I b e l i e v e t h a t they would be. 

Q. Were E x h i b i t s 3 and 4 prepared by you or 

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

A. Yes, t h a t ' s c o r r e c t . 

MR. CARR: At t h i s time, Mr. Stogner, we 

move the admis s i o n of Chevron E x h i b i t s 3 and 4. 

EXAMINER STOGNER: E x h i b i t s 3 and 4 w i l l 

be admitted i n t o e v i d e n c e . 

MR. CARR: That concludes my d i r e c t 

examination of Mr. Green. 

EXAMINER STOGNER: Thank you, Mr. C a r r . 

Mr. K e l l a h i n ? 

MR. KELLAHIN: No q u e s t i o n s , Mr. Examiner. 

EXAMINER STOGNER: Mr. G a l l e g o s ? 

MR. GALLEGOS: I have no q u e s t i o n s . 

EXAMINER STOGNER: Mr. Morrow? 

EXAMINATION 

BY EXAMINER MORROW: 
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Q. From a marketing s t a n d p o i n t , would t h e r e 

be a market f o r more than 600, minimum of 600 a day? 

I b e l i e v e I understood you to say t h e r e probably 

would be, a l l the gas you can produce? 

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

we're t r y i n g to balance two t h i n g s here. We have and 

can develop markets f o r what we can get from the 

Eumont f i e l d . We're t a l k i n g about the b e n e f i t s t h a t 

the minimum a l l o w a b l e has all o w e d o p e r a t o r s and 

produ c e r s to e l i m i n a t e one of those v a r i a b l e s , and 

t h a t i s what's the p r o r a t i o n going to be when 

de v e l o p i n g p l a n s . 

So i f you have a 900 a day a l l o w a b l e f o r a 

p r o r a t i o n u n i t , then t h a t j u s t enhances the economics 

of p r o d u c t i o n development or marketing, compression, 

and t h i n g s l i k e t h a t . 

EXAMINER MORROW: That's a l l I have. 

EXAMINER STOGNER: Thank you, Mr. Morrow. 

Any o t h e r q u e s t i o n s ? 

MR. CARR: That concludes Chevron's 

p r e s e n t a t i o n i n t h i s c a s e . 

EXAMINER STOGNER: You may be excused. 

Mr. K e l l a h i n , how long i s your testimony 

f o r your w i t n e s s ? 

MR. KELLAHIN: Twenty minutes. 
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EXAMINER STOGNER: L e t ' s t a k e a ten-minute 

r e c e s s a t t h i s time. 

( R e c e s s . ) 

EXAMINER STOGNER: T h i s h e a r i n g w i l l come 

to o r d e r . Mr. K e l l a h i n , your w i t n e s s , I b e l i e v e . 

MR. KELLAHIN: Thank you, Mr. Examiner. 

Mr. Examiner, I'm p r e s e n t i n g Mark 

M c C l e l l a n d . Mr. M c C l e l l a n d i s a petroleum engineer. 

We're appearing i n support of the c o n t i n u a t i o n of the 

minimum gas a l l o w a b l e i n the Eumont Pool. 

MARK MCCLELLAND, 

the w i t n e s s h e r e i n , a f t e r having been f i r s t duly 

sworn upon h i s oath, was examined and t e s t i f i e d as 

f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. M c C l e l l a n d , f o r the r e c o r d , would you 

p l e a s e s t a t e your name and o c c u p a t i o n . 

A. My name i s Mark M c C l e l l a n d . I'm a 

petroleum e n g i n e e r . 

Q. On p r i o r o c c a s i o n s , have you q u a l i f i e d as 

an e x p e r t petroleum engineer before the D i v i s i o n ? 

A. Yes, I have. 

Q. With r e g a r d s to the p r o d u c t i o n i n the 

Eumont Gas Pool, i s t h a t p r o d u c t i o n w i t h which you 
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have some f a m i l i a r i t y ? 

A. Yes, i t i s . 

Q. Does your company operate w e l l s i n the 

Eumont Gas Pool? 

A. Yes. 

Q. Are you r e s p o n s i b l e to some e x t e n t f o r 

some of t h a t p r o d u c t i o n ? 

A. Yes, I am. 

Q. As a r e s u l t of your p e r s o n a l knowledge and 

e f f o r t , do you have c e r t a i n c o n c l u s i o n s and o p i n i o n s 

about the minimum gas a l l o w a b l e the D i v i s i o n has i n 

p l a c e f o r t h a t pool? 

A. Yes, I do. 

MR. KELLAHIN: We tender Mr. M c C l e l l a n d as 

an e x p e r t petroleum e n g i n e e r . 

EXAMINER STOGNER: I f t h e r e are no 

o b j e c t i o n s , Mr. M c C l e l l a n d i s so q u a l i f i e d . 

Q. (BY MR. KELLAHIN) You've i n d i c a t e d your 

company i s an oper a t o r i n the Eumont Pool? How many 

w e l l s does your company oper a t e ? 

A. We operate approximately 55 w e l l s . 

Q. Of the t o t a l gas volume of gas produced 

from the pool, do you know where your company ranks 

i n terms of t h a t p r o d u c t i o n ? 

A. Conoco produces approximately 10 to 12 
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p e r c e n t of the t o t a l f i e l d w i d e p r o d u c t i o n . 

Q. On an acreage p o s i t i o n , do you have an 

approximate percentage or a r a n k i n g among the pool 

o p e r a t o r s as to what your acreage p o s i t i o n i s ? 

A. Yes. We rank No. 2 i n acreage with 

Chevron being No. 1. We have approximately 9,000 

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

Q. The microphone won't a m p l i f y your v o i c e ; 

so you have to speak up f o r us. 

A. Okay. 

Q. A couple of t o p i c s which have not been 

d i s c u s s e d i n d e t a i l y e t . One i s whether or not you 

have undertaken any e n g i n e e r i n g s t u d i e s to determine 

whether or not the minimum gas a l l o w a b l e has been an 

economic i n c e n t i v e to your company. Has i t ? 

A. Yes, i t has. 

Q. Do you have an o p i n i o n , s i r , as to whether 

or not t h a t minimum gas a l l o w a b l e has r e s u l t e d i n the 

r e c o v e r y of gas from the pool t h a t might not 

o t h e r w i s e have been r e c o v e r e d ? 

A. Yes, I do. 

Q. What i s t h a t o p i n i o n ? 

A. My o p i n i o n i s t h a t the minimum a l l o w a b l e 

has caused both i n c r e a s e d r a t e but a l s o i n c r e a s e d 

r e c o v e r y from the Eumont Gas Pool. 
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Q. Do you have an op i n i o n , s i r , as to whether 

or not the 600 Mcf a day minimum gas a l l o w a b l e i s an 

a p p r o p r i a t e benchmark or l e v e l of p r o d u c t i o n a t which 

to p l a c e the minimum gas a l l o w a b l e ? 

A. Yes. I f e e l i t ' s a v e r y r e a s o n a b l e base 

to have the a l l o w a b l e a t . 

Q. L e t ' s t u r n to the t o p i c of i n c r e a s i n g 

u l t i m a t e gas r e c o v e r y out of s p a c i n g u n i t s . Do you 

have an i l l u s t r a t i o n to s h a r e w i t h the examiner to 

show a s p a c i n g u n i t where you have u t i l i z e d the 

i n c e n t i v e ? 

A. Yes. Today E x h i b i t 1 demonstrates t h a t . 

Q. D e s c r i b e f o r us where we are when we look 

at E x h i b i t 1. 

A. We a r e l o o k i n g a t S e c t i o n 20 i n Township 

21 South, Range 36 E a s t . T h i s i s approximately 8 to 

10 m i l e s west of the town of E u n i c e . 

Q. The i n c e n t i v e minimum a l l o w a b l e was 

e s t a b l i s h e d i n December of '90? 

A. December 1, 1990. 

Q. P r i o r to t h a t , was t h e r e a minimum 

a l l o w a b l e ? 

A. I t was 300 Mcf per day minimum. 

Q. The s i t u a t i o n i n S e c t i o n 20 then p r i o r to 

the minimum a l l o w a b l e t h a t we c u r r e n t l y have, what 
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was the s t a t u s of the s p a c i n g u n i t ? 

A. P r i o r to 1990, S e c t i o n 20 was being 

produced by t h r e e w e l l s . 

Q. Which t h r e e ? 

A. The f i r s t w e l l t h a t produced t h i s s e c t i o n 

was No. 5, l o c a t e d i n U n i t M, the southwest c o r n e r . 

That w e l l was completed i n 1947. I n 1953, w e l l #1 i n 

Uni t G. And i n 1975, w e l l #6 was added to U n i t C. 

So t h e s e t h r e e w e l l s were produced i n t h i s pool p r i o r 

to t h i s a l l o w a b l e i n c r e a s e i n 1990. 

Q. Did the minimum gas a l l o w a b l e p r o v i d e an 

i n c e n t i v e f o r a d d i t i o n a l work w i t h i n the s e c t i o n ? 

A. Yes, i t d i d . 

Q. What was the work? 

A. Conoco recompleted w e l l #7 i n U n i t K i n 

1993. More r e c e n t l y , l a s t month, we recompleted w e l l 

#8 i n U n i t E. I n a d d i t i o n , p r i o r to Conoco's work, 

C i t a t i o n , which o p e r a t e s the h a l f s e c t i o n to the 

e a s t , the e a s t h a l f of S e c t i o n 20, C i t a t i o n 

recompleted w e l l s #2 and 3, U n i t s B and A, i n 1990. 

Q. Has t h a t work r e s u l t e d i n i n c r e a s i n g the 

r a t e of gas wi t h d r a w a l s from the s e c t i o n ? 

A. Yes, i t has. 

Q. I n a d d i t i o n , has i t r e s u l t e d i n i n c r e a s i n g 

u l t i m a t e gas r e c o v e r y from the s e c t i o n ? 
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A. Based on p r o d u c t i o n d e c l i n e , although i t ' s 

f a i r l y e a r l y y e t , s i n c e t h e s e w e l l s have been 

recompleted, we f e e l l i k e i t w i l l i n c r e a s e u l t i m a t e 

r e c o v e r y on l e a s e . That's based not only on the 

r e c e n t work but a l s o the work t h a t was done i n 1975. 

Q. Do you have an i l l u s t r a t i o n by which we 

might see you've reached your c o n c l u s i o n about 

i n c r e a s i n g gas r e c o v e r i e s from the s e c t i o n ? 

A. I f I can d i r e c t your a t t e n t i o n to the next 

e x h i b i t , E x h i b i t 2, t h i s e x h i b i t i s the t o t a l gas 

r a t e from S e c t i o n 20, a l l the w e l l s added t o g e t h e r 

over the l i f e of the l e a s e . On the l e f t i s d a i l y gas 

r a t e , from 10 Mcf per day up to 10 m i l l i o n per day. 

On the bottom a x i s i s the X a x i s , we have c u m u l a t i v e 

gas p r o d u c t i o n ranging from 4 Bcf out to 36 Bcf. 

The i n t e n t of t h i s e x h i b i t i s to 

demonstrate t h a t a d d i t i o n a l r e s e r v e s a r e being 

r e c o v e r e d through i n f i l l development. 

Q. Show us how to read t h i s d i s p l a y and 

understand how you to reached t h a t your c o n c l u s i o n . 

A. Y o u ' l l see t h r e e s t r a i g h t l i n e s t h a t I ' v e 

drawn on t h i s p r o d u c t i o n graph. The f i r s t l i n e has 

320-acre s p a c i n g . T h i s i s an e s t i m a t e of the 

r e c o v e r y t h a t would have o c c u r r e d w i t h only the f i r s t 

two w e l l s producing, w e l l s #1 and 5. Under t h a t 
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e s t i m a t e we are lo o k i n g a t approximately 21, 22 Bcf 

u l t i m a t e over by p r o j e c t i n g out those two w e l l s ' 

d e c l i n e . 

Y o u ' l l n o t i c e p r o d u c t i o n i n c r e a s e d i n 

1975. That was the a d d i t i o n of w e l l #6. And you can 

see the co r r e s p o n d i n g d e c l i n e . 

With t h r e e w e l l s o f f pr o d u c t i o n , i f you 

d i v i d e t h r e e i n t o 640, you get 213-acre s p a c i n g . 

Y o u ' l l see how i t ' s f o r e c a s t i n g out a t approximately 

31 Bcf r e c o v e r y . 

S i n c e 1990, s i n c e the a l l o w a b l e i n c r e a s e , 

t h e r e ' s been t h r e e more a d d i t i o n a l w e l l s added. The 

f o u r t h one I spoke of i n January of t h i s y e a r i s not 

y e t shown on t h i s p l o t . But the t h r e e a d d i t i o n a l 

w e l l s have r e s u l t e d i n an a d d i t i o n a l 4 Bcf u l t i m a t e 

r e c o v e r y we're f o r e c a s t i n g ; t h a t i s , from 31 to 35 

Bcf . 

So I f e e l t h a t t h i s e x h i b i t demonstrates 

t h a t not only does i n f i l l development cause 

a d d i t i o n a l r a t e , but a l s o i t ' s c a u s i n g a d d i t i o n a l 

r e c o v e r y i n the Eumont Gas Pool. 

Q. When you look a t the l i n e t h a t ' s 

i d e n t i f i e d by the 1993 arrow, and you've e x t r a p o l a t e d 

a f o r e c a s t of u l t i m a t e r e c o v e r y from t h a t d e c l i n e 

c u r v e , i t has a number 7 i n p a r e n t h e s e s . What does 
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t h a t mean? 

A. That p r o d u c t i o n i n c r e a s e i s a s s o c i a t e d 

w i t h w e l l #7. Well #7 was recompleted, and t h a t 

p r o d u c t i o n came on l i n e . That's why your p r o d u c t i o n 

jumps up i n those two months. 

Q. The i n c r e m e n t a l d i f f e r e n c e between the 3.1 

Bcf and going up to the 3.5 Bcf, i s t h a t an 

adjustment a t t r i b u t e d only to the r e c o m p l e t i o n of the 

No. 7? 

A. A c t u a l l y , i t ' s from 31 Bcf to 35 Bcf, but 

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

p r o d u c t i o n from w e l l s #2, 3 and 7. So you cou l d say 

t h e r e was a d d i t i o n a l 4 Bcf r e c o v e r e d due to 3 

r e c o m p l e t i o n s . 

Q. Do you have another example i n the pool? 

A. I ' v e i n c l u d e d w i t h t h i s package two 

a d d i t i o n a l examples. E x h i b i t No. 3 i s S e c t i o n 34, 

Township 21 South, Range 36 E a s t . 

I n t h i s s e c t i o n , 34, the Eumont 

encompasses t h r e e - f o u r t h s of the s e c t i o n , the Jalmat 

makes up the lower, the southwest q u a r t e r . I f we 

j u s t c o n c e n t r a t e on the Eumont i n t h i s example, 

Chevron o p e r a t e s t h i s 480-acre u n i t . I t ' s the W.A. 

Ramsey NCTA l e a s e . Again, what we have here, which 

i s f a i r l y t y p i c a l of Eumont development, was one or 
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two w e l l s i n i t i a l l y produced the p r o r a t i o n u n i t . 

I n t h i s example w e l l #14 i n U n i t F was the 

o r i g i n a l w e l l completed i n 1954. T h i s w e l l has s i n c e 

cum'd 11.7 Bcf. You w i l l note s i n c e 1990, Chevron 

has recompleted four a d d i t i o n a l w e l l s , 27, 48, 24, 

and 28. Those w e l l s were a l l completed i n 1990 

through 1993. Underneath t h a t completion date, I ' v e 

shown a cu m u l a t i v e gas pr o d u c t i o n a s s o c i a t e d w i t h 

each w e l l , f o r example, w e l l #27, .3 Bcf s i n c e 1991. 

And i f the w e l l i s f a i r l y r e c e n t , I ' v e shown the 

r a t e . So w e l l #48 i s producing 570 Mcf per day. I t 

was recompleted i n 1993. 

Q. Have you examined the data i n t h i s s e c t i o n 

to determine whether or not you have an e n g i n e e r i n g 

o p i n i o n about the a d d i t i o n a l p r o d u c t i o n being 

a t t r i b u t a b l e to i n c r e a s i n g u l t i m a t e gas r e c o v e r y or 

simply being a r a t e a c c e l e r a t i o n ? 

A. Yes, I have an op i n i o n on t h a t , and I ' l l 

r e f e r you to the next e x h i b i t . 

Q. A l l r i g h t , s i r . What i s your o p i n i o n ? 

A. E x h i b i t No. 4. Again, t h i s i s s i m i l a r to 

the p r e v i o u s e x h i b i t I showed where the i n c r e a s e i n 

r a t e i s demonstrating a l s o an i n c r e a s e i n r e c o v e r y 

from the r e s e r v o i r . I t ' s not s t r i c t l y a c c e l e r a t i o n 

i n the Eumont Gas Pool. 
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Q. How do you support t h a t c o n c l u s i o n ? 

A. I f i t was s t r i c t l y a c c e l e r a t i o n , you would 

expect your u l t i m a t e r e c o v e r y not to change when you 

i n f i l l space, when you downspace your acreage s i z e . 

But we a r e , as we've shown i n S e c t i o n 20 and a l s o 

here, we're a c t u a l l y i n c r e a s i n g r e c o v e r y above and 

beyond what the o r i g i n a l p r o j e c t i o n was. 

Q. Do you have another example? 

A. E x h i b i t 5. 

Q. A l l r i g h t , s i r . 

A. Again, a Chevron example, S e c t i o n 35. 

T h i s i s a 640-acre p r o r a t i o n u n i t . T h i s one i s not 

q u i t e as c l e a n as the p r e v i o u s two. The o r i g i n a l 

w e l l was w e l l #20 i n U n i t E completed i n 1956. I n 

t h i s example, t h e r e were s e v e r a l w e l l s brought on 

l i n e i n the 1970's, one w e l l i n e a r l y 1980, and one 

r e c e n t l y i n 1991, but, aga i n , i f I r e f e r you to 

E x h i b i t 6, which i s the pr o d u c t i o n d e c l i n e curve f o r 

t h i s t o t a l l e a s e , you see a s e r i e s of i n c r e m e n t a l 

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

development. The most r e c e n t s i n c e the a l l o w a b l e 

i n c r e a s e has r e s u l t e d i n an a d d i t i o n a l 2.4 Bcf, 2.4 

Bcf a d d i t i o n a l r e c o v e r y . 

Q. Do you have an op i n i o n as to whether 600 

Mcf a day as the minimum gas a l l o w a b l e i s an 
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a p p r o p r i a t e r a t e f o r t h i s r e s e r v o i r ? 

A. Yes, I f e e l i t i s a p p r o p r i a t e . 

Q. As an i n c e n t i v e to do a d d i t i o n a l work and 

thereby r e c o v e r a d d i t i o n a l gas? 

A. That i s c o r r e c t . 

Q. What i s your o p i n i o n ? 

A. I f e e l t h a t the 600 minimum g i v e s a base 

to work your economics o f f of, to look a t your 

p r o j e c t s , and i f you have the economic i n c e n t i v e to 

do them, then you go ahead and proceed w i t h t h a t , but 

a l s o t he 600 Mcf a day does not a l l o w f o r 

overdevelopment. I t does apply some brakes to 

development. You can't go out and d r i l l a 40-acre 

p r o r a t i o n u n i t and expect a one-year payout on i t . 

Y o u ' l l have to s u f f e r the t h r e e - or f o u r - y e a r payout 

to do t h a t . 

Q. Have you gone back and examined the p a s t 

work to see i f the 600 Mcf a day was i n f a c t an 

i n c e n t i v e f o r the work? 

A. Yes, I have. 

Q. What c o n c l u s i o n d i d you re a c h ? 

A. I n the p r e v i o u s examples I ' v e shown you, 

we saw an i n c r e a s e i n development a c t i v i t y i n a l l 

t h r e e s e c t i o n s t h a t o c c u r r e d a t or beyond the 600 Mcf 

a day a l l o w a b l e i n c r e a s e . And a l s o i n Conoco's ca s e , 
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I have t h r e e samples to show you, e x h i b i t s , where the 

600 Mcf a day has s u p p l i e d s u f f i c i e n t economic 

i n c e n t i v e to do work t h a t o t h e r w i s e would not have 

been done. 

Q. We've seen an i n c r e a s e i n u l t i m a t e 

r e c o v e r y . L e t ' s examine now whether i t i s economic 

f o r you to i n c r e a s e t h a t u l t i m a t e r e c o v e r y . I f 

y o u ' l l look a t E x h i b i t 7, d e s c r i b e f o r us what you're 

showing. 

A. E x h i b i t 7 i s j u s t a summary s l i d e t h a t 

shows economic parameters t h a t I looked a t i n 

e v a l u a t i n g a r e m e d i a l o p p o r t u n i t y on the S t a t e C-16 

No. 1. 

Q. T h i s i s a w e l l f o r which the work has 

a l r e a d y been done? 

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

Q. D e s c r i b e f o r us the c o s t of the work and 

what the work was. 

A. T h i s was a simple s t i m u l a t i o n of an 

e x i s t i n g producer i n the Eumont Gas Pool. We went i n 

and CC«2 sand f r a c ' d the Queen completion. 

Q. What was the c o s t of doing t h a t work? 

A. $90, 000 . 

Q. Before we had the i n c e n t i v e of minimum 

a l l o w a b l e of 600 Mcf a day and you were u s i n g the 
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base a l l o w a b l e of 300, would t h a t p r o j e c t have been 

economic? 

A. No, i t would not. Under the p r i o r base 

a l l o w a b l e , the t h i r d paragraph down i n t h i s data s e t , 

y o u ' l l see a p r o j e c t payout of over nine y e a r s . 

There was not s u f f i c i e n t economic i n c e n t i v e to 

s t i m u l a t e t h i s w e l l under the p r i o r base a l l o w a b l e . 

Q. The payout was too long? 

A. C o r r e c t . 

Q. Under the i n c e n t i v e a l l o w a b l e , the 600 Mcf 

a day minimum, what i s the economic a n a l y s i s ? 

A. As I ' v e shown t h e r e , the payout i s 1.5 

y e a r s . 

Q. Was t h a t s u f f i c i e n t to cause the work to 

be done? 

A. Yes. We d i d t h i s work i n November 1993. 

Q. Do you have any other examples? 

A. I ' v e got two more examples. The next 

example, E x h i b i t No. 8, i s a r e c o m p l e t i o n e v a l u a t i o n , 

a g a i n , same type of demonstration. Under the p r i o r 

base a l l o w a b l e , t h e r e was no economic i n c e n t i v e to do 

t h i s work. T h i s i s the r e c o m p l e t i o n of the S t a t e 

C-20 No. 7, which we showed you i n the f i r s t s l i d e , 

back i n E x h i b i t 1. T h i s i s the S t a t e C-20 l e a s e . 

Q. The r e c o m p l e t i o n on t h i s w e l l i n v o l v e s 
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A. On t h i s w e l l , i t was t e m p o r a r i l y 

abandoned, having produced a d e p l e t e d deeper o i l 

zone. A l l we d i d was p e r f o r a t e and sand f r a c the 

Eumont i n two s t a g e s . 

Q. The c o s t of t h a t p r o j e c t ? 

A. $167,000. 

Q. Would t h a t have been economic a t 300 Mcf 

day? 

A. No. We had no economic i n c e n t i v e to do 

t h a t work under the base a l l o w a b l e because c u r r e n t 

p r o d u c t i o n was a c t u a l l y above the base a l l o w a b l e of 

300 Mcf a day. 

Q. So you could have done the work and not 

had enough a l l o w a b l e l e f t over to a l l o w the w e l l to 

produce? 

A. Well, i f we would have done the work, we 

would have shut the w e l l i n . There would have been 

no r e a s o n f o r us to produce i t . We would have been 

overproduced, t h a t ' s c o r r e c t . 

Q. So wi t h a 600 minimum a l l o w a b l e , what i s 

the economics? 

A. I t ' s a h a l f - y e a r payout, .5 year payout. 

Q. And t h a t matched Conoco's economics? 

A. Yes. 
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Q. And you d i d the work? 

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

Q. Any other examples? 

A. One f i n a l example, E x h i b i t No. 9. T h i s i s 

a d r i l l i n g economic a n a l y s i s . Again, a s i m p l e payout 

c a l c u l a t i o n on the Meyer B-8 l e a s e . That i s a 

160-acre p r o r a t i o n u n i t . Under the p r i o r base 

a l l o w a b l e , the payout on t h i s p r o j e c t would have been 

2.67 y e a r s . Under the c u r r e n t base a l l o w a b l e , 600 

Mcf a day, the payout was one ye a r , 1.0 y e a r s , and we 

d i d the work. December 30, 1993, t h i s w e l l was 

hooked up to s a l e s , producing approximately 700 Mcf 

per day. 

Q. Are th e s e unusual examples i n the Eumont? 

A. No. These a r e f a i r l y t y p i c a l . 

Q. L e t ' s t u r n now and have you rev i e w f o r us 

the l e v e l of a c t i v i t y t h a t your company has 

undertaken f o r '93 and what you have planned f o r '94 

i f the D i v i s i o n c o n t i n u e s or makes permanent the 

minimum gas a l l o w a b l e i n c e n t i v e ? 

A. I n E x h i b i t 10 I' v e summarized the work t h a t 

we d i d i n 1993. Conoco undertook 16 r e c o m p l e t i o n 

r e m e d i a l s , 4 d r i l l i n g w e l l s , r e s u l t i n g i n p r o d u c t i o n 

i n c r e a s e of 8.4 m i l l i o n c u b i c f e e t per day and an 

a d d i t i o n a l -- we're e s t i m a t i n g a d d i t i o n a l r e c o v e r y of 
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some 15 Bcf f o r t h i s work. 

I n 1994, we're a c t u a l l y i n c r e a s i n g the 

pace of development. We have some 15 to 20 

re c o m p l e t i o n r e m e d i a l s planned, 6 d r i l l i n g w e l l s , 

and, a g a i n , I ' v e shown the investment and a s s o c i a t e d 

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

Q. I s the '93 work work t h a t would have been 

done i n the absence of an i n c e n t i v e ? 

A. Some of t h a t work would have been done, 

yes, but not a l l of i t . 

Q. And the planned work f o r '94, i s t h a t a 

d i r e c t r e s u l t of having the e x p e c t a t i o n t h a t t h i s 

i n c e n t i v e c o n t i n u e s ? 

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

Q. Are you e x p e r i e n c i n g any g a t h e r i n g l i n e 

problems, any c a p a c i t y problems w i t h i n the pool i n 

order to take the a d d i t i o n a l gas out of the 

r e s e r v o i r ? 

A. No, we are not. 

Q. Are you aware of any ki n d of marketing 

d i f f i c u l t i e s f o r your company to take t h i s a d d i t i o n a l 

gas and take i t to market? 

A. No. The gas p i p e l i n e , the g a t h e r i n g 

p i p e l i n e s have become ve r y c o m p e t i t i v e i n the a r e a , 

and we have no problem s e l l i n g our gas. 
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Q. Do you have a recommendation to the 

examiner c o n c e r n i n g t h i s i s s u e of the c o n t i n u a t i o n of 

the 600 Mcf a day minimum gas a l l o w a b l e i n c e n t i v e ? 

A. Conoco supports permanent adoption of the 

600 Mcf per day minimum a l l o w a b l e . 

Q. Why do you urge the D i v i s i o n to adopt t h i s 

on a permanent b a s i s ? 

A. As you can see, the r e s u l t s have been 

f a v o r a b l e . We see no r e a s o n why the r e s u l t s would 

not be f a v o r a b l e from here on out f o r t h i s pool. 

Q. Does the making permanent of the minimum 

a l l o w a b l e p r o v i d e any type of r e g u l a t o r y s t a b i l i t y so 

t h a t you can count on a c e r t a i n volume of gas being 

a v a i l a b l e , t h a t i f the w e l l s w i l l produce t h a t , you 

can i n f a c t take i t to market? 

A. Yes, i t does. 

Q. So i f the minimum a l l o w a b l e c o n t i n u e s , you 

don't have to worry about what t h a t a l l o w a b l e i s 

going to be i n order to have some i n c e n t i v e to do the 

work? 

A. That's c o r r e c t . And, again, i t s u p p l i e s a 

base economic e v a l u a t i o n p l a t f o r m to look a t our 

work, to e v a l u a t e and p l a n our work. 

MR. KELLAHIN: That concludes my 

examination of Mr. M c C l e l l a n d . We move the 
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i n t r o d u c t i o n of h i s E x h i b i t s l through 10. 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? E x h i b i t s 1 through 10 w i l l be admitted 

i n t o e v i d e n c e . Thank you, Mr. K e l l a h i n . 

Mr. C a r r , your w i t n e s s ? 

MR. CARR: No q u e s t i o n s . 

EXAMINER STOGNER: Mr. G a l l e g o s ? 

MR. GALLEGOS: No q u e s t i o n s . 

EXAMINER STOGNER: Mr. Morrow? 

EXAMINATION 

BY EXAMINER MORROW: 

Q. I wanted to ask you about the d e c l i n e 

curve t h a t you c o n s t r u c t e d . Did you take i n t o 

c o n s i d e r a t i o n the e f f e c t t h a t gas p r o r a t i o n might 

have had on those d e c l i n e s ? Did you look and see i f 

the d e c l i n e might have been a f f e c t e d , be lower than 

you r e a l l y wanted p r o r a t i o n e d ? 

A. No, I d i d not. I d i d look a t the 

i n d i v i d u a l w e l l d e c l i n e s on each l e a s e , though. 

Q. You f e l t l i k e the w e l l was a c t u a l l y 

d e c l i n i n g i n c a p a c i t y i n s t e a d of j u s t d e c l i n i n g i n 

a b i l i t y to produce because of p r o r a t i o n ? 

A. That's c o r r e c t . The w e l l s had a f a i r l y 

s t a b l e d e c l i n e to them. I d i d n ' t f e e l l i k e i t was 

market r e s t r i c t e d . 
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Q. Or p r o r a t i o n ? 

A. P r o r a t i o n r e s t r i c t e d . 

Q. Does t h a t i n d i c a t e to you t h a t one w e l l to 

160 probably wouldn't p r o p e r l y d r a i n the acreage t h a t 

you looked a t here; i s t h a t c o r r e c t ? 

A. That i s what we're f i n d i n g i n our l e a s e s . 

We're r e a l l y t a r g e t i n g some 80-acre development 

c u r r e n t l y , and we're having a l o t of s u c c e s s d r i l l i n g 

8 0-acre d i a g o n a l o f f s e t s to w e l l s t h a t have been 

producing s i n c e 1955. 

I t h i n k a combination — t h e r e i s another 

f a c t o r , and t h a t ' s completion e f f i c i e n c y . I t h i n k 

our completions today are more e f f i c i e n t . They 

r e s u l t i n lower producing bottomhole p r e s s u r e s . And 

we're g e t t i n g b e t t e r d r a i n s on our new w e l l s than we 

are i n our o l d e r c ompletions. 

Q. More compression, I guess? I b e l i e v e you 

f e e l l i k e 600 would h i t i t j u s t r i g h t w i t h 600? I s 

t h a t your f e e l i n g ? 

A. That i s my f e e l i n g . 

Q. I b e l i e v e you i n d i c a t e d t h a t you d i d n ' t 

t h i n k i t ought to be more than t h a t , the minimum, 

because i t would cause too dense a development? 

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

Q. There was one of the workovers where you 
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s a i d I b e l i e v e i t was shut i n , No. 8 -- No. 7 was 

shut i n before the workover. Was t h a t --

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

Q. And I guess you wouldn't have done t h a t ? 

You would have l e t the other w e l l s produce i t ? Would 

t h a t have been your d e c i s i o n i f we had not had the 

600? 

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

EXAMINATION 

BY EXAMINER STOGNER: 

Q. With t h a t l i n e of q u e s t i o n i n g , r e f e r r i n g 

to your E x h i b i t No. 10, i n 1993, you had 16 

r e c o m p l e t i o n s and r e m e d i a l s . Of the r e c o m p l e t i o n s , 

were those w e l l s c u r r e n t l y producing from the lower 

zone, or were they shut i n or plugged and abandoned? 

A. Some of those w e l l s were T & A'd. The 

m a j o r i t y of those w e l l s were T & A'd w e l l s t h a t we 

came i n t o . A l o t of t h e s e w e l l s had produced a t 

Grayburg, a deeper Grayburg zone, and watered out. 

Q. So they were e x i s t i n g w e l l b o r e s t h a t had 

no p r o d u c t i o n ? 

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

EXAMINER MORROW: Did you say what your 

p r o d u c t i o n i s now compared to what i t was i n December 

of '91? 
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THE WITNESS: I n December '91, our 

p r o d u c t i o n was approximately 14 m i l l i o n c u b i c f e e t 

per day. R i g h t now, we a r e j u s t now s t a r t i n g to show 

a p r o d u c t i o n i n c l i n e , and we're about back up to 

around 14 m i l l i o n per day. We d e c l i n e d from 1990 a l l 

the way down through mid-1993. We reached a low of 

about 9.3 m i l l i o n c u b i c f e e t a day. So s i n c e we're 

s t a r t i n g to t u r n t h a t back around and s t a r t i n c l i n i n g 

p r o d u c t i o n . 

Q. (BY EXAMINER STOGNER) Under example f o r 

E x h i b i t No. 1 -- the reason I choose t h a t one because 

t h a t ' s about the only you show t h a t Conoco had -- you 

had four w e l l s on a 320-acre p r o r a t i o n u n i t w i t h the 

f i r s t one, No. 5, being i n 1947, and then the second 

one, the No. 6 i n 1975, and you had '93 and a '94 

completion w i t h Nos. 7 and 8, were those 

r e c o m p l e t i o n s , or were those new d r i l l s ? 

A. Those were both r e c o m p l e t i o n s . Both 

w e l l b o r e s were T & A'd a t the time. 

Q. On your new d r i l l program, what would the 

f a c t o r s be to d r i l l a new w e l l , o t h er than the 

obvious, t h a t t h e r e ' s not a p r e s e n t T & A'd w e l l out 

t h e r e a t t h a t p a r t i c u l a r l o c a t i o n ? 

A. The f a c t o r s t h a t I look a t a r e , number 

one, how the c u r r e n t w e l l i n t h a t p r o r a t i o n u n i t i s 
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doing; what i t w i l l r e c o v e r ; how i t was s t i m u l a t e d or 

completed; what the o f f s e t a c t i v i t y i s ; what the 

s h u t - i n w e l l h e a d p r e s s u r e i s on the c u r r e n t w e l l i n 

t h a t p r o r a t i o n u n i t . Those a r e some of the f a c t o r s 

I ' d look a t i n making an e v a l u a t i o n . 

You have to make a d e c i s i o n whether or not 

i t ' s worth t r y i n g to s t i m u l a t e your e x i s t i n g w e l l b o r e 

or your money, you had to go ahead and d r i l l y o u r s e l f 

a new w e l l b o r e . With a new w e l l b o r e , you can do 

l a r g e r s t i m u l a t i o n s and get a l i t t l e b e t t e r 

completion on the new w e l l b o r e than you can an o l d e r 

w e l l b o r e . 

Q. On E x h i b i t No. 10 again, you showed the 

1994 work p l a n w i t h 15 to 20 r e c o m p l e t i o n s or 

r e m e d i a l s , and then 6 to 10 new w e l l s . I s t h i s 

p r e t t y much the program t h a t Conoco p l a n s to f o l l o w 

a t t h i s p r e s e n t time? 

A. Yes. C u r r e n t l y , we have a s i x - w e l l 

package t h a t we expect to spud on March 1 s t . I n 

a d d i t i o n , we have 12 workovers; t h a t i s , r e m e d i a l 

r e c o m p l e t i o n - t y p e p r o j e c t s t h a t a r e e i t h e r being 

AFE'd or out to p a r t n e r s f o r a p p r o v a l s . 

EXAMINER STOGNER: Any other q u e s t i o n s of 

t h i s w i t n e s s ? He may be excused. 

Mr. K e l l a h i n , do you have a n y t h i n g 
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f u r t h e r ? 

MR. KELLAHIN: No, s i r . 

EXAMINER STOGNER: Mr. G a l l e g o s ? 

MR. GALLEGOS: Mr. Examiner, a t the o u t s e t 

we would l i k e to r e q u e s t t h a t the Examiner ta k e 

a d m i n i s t r a t i v e n o t i c e of the testimony and e x h i b i t s 

t h a t were p r e s e n t e d i n t h i s c a s e on, I b e l i e v e i t was 

November 14, 1990, and be made p a r t of the r e c o r d 

h e r e . 

EXAMINER STOGNER: That was the h e a r i n g 

which r e s u l t e d i n Order No. R-8170-J? 

MR. GALLEGOS: That's c o r r e c t . 

EXAMINER MORROW: I thought t h e r e were two 

d i f f e r e n t h e a r i n g s , Mr. G a l l e g o s . T h a t ' s my memory 

of the Jalmat and Eumont. 

MR. GALLEGOS: What I r e f e r r e d to would be 

the h e a r i n g t h a t was i n Case 10111, which was the 

Jalmat c a s e . 

EXAMINER STOGNER: J u s t the Jalma t 

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

MR. GALLEGOS: Yes, t h a t ' s c o r r e c t . 

EXAMINER STOGNER: I ' l l t a ke 

a d m i n i s t r a t i v e n o t i c e of the r e c o r d and the order 

i s s u e d i n t h a t c a s e . 

MR. GALLEGOS: Doyle Hartman would c a l l 
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two w i t n e s s e s , Dr. C r a i g Van K i r k and Mark P e r r y . 

Could we have them sworn a t t h i s time? 

EXAMINER STOGNER: I b e l i e v e they were 

sworn e a r l i e r , were you not? 

MR. GALLEGOS: Okay. We c a l l Dr. Van K i r k . 

CRAIG Van KIRK, 

the w i t n e s s h e r e i n , a f t e r having been f i r s t duly 

sworn upon h i s oath, was examined and t e s t i f i e d as 

f o l l o w s : 

EXAMINATION 

BY MR. GALLEGOS: 

Q. S t a t e your name, p l e a s e . 

A. My name i s C r a i g Van K i r k . 

Q. Where do you l i v e ? 

A. Near Denver, Colorado. 

Q. Could you t e l l the Commission about your 

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

A. Yes. I ' v e got t h r e e degrees i n petroleum 

e n g i n e e r i n g , b a c h e l o r ' s , master's, and Ph.D. 

Q. What i s your p r e s e n t o c c u p a t i o n , Dr. Van 

K i r k ? 

A. I'm a p r o f e s s o r a t Colorado School of 

Mines i n the Petroleum E n g i n e e r i n g Department. I'm 

a l s o department head, and I'm a c o n s u l t a n t a l s o . 

Q. You have not p r e v i o u s l y t e s t i f i e d b efore 
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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 , have you? 

A. No. 

Q. J u s t b r i e f l y , w o u l d you g i v e y o u r 

e x p e r i e n c e i n t h e i n d u s t r y . 

A. I began my f u l l - t i m e employment i n t h e 

l a t e '60's w i t h Humble O i l and R e f i n i n g Company, 

w h i c h i s now known as Exxon, i n C a l i f o r n i a . I n 1969, 

I moved t o Denver, C o l o r a d o , and worked f o r S h e l l O i l 

Company as a r e s e r v o i r e n g i n e e r f o r f i v e y e a r s . And 

i n 1974, l e f t S h e l l and worked i n t h e c o n s u l t i n g mode 

w i t h a l a r g e c o n s u l t i n g f i r m i n t e r n a t i o n a l l y as a 

r e s e r v o i r e n g i n e e r . And i n 1978, I l e f t i n d u s t r y t o 

go t o C o l o r a d o S c h o o l o f Mines t o be a p r o f e s s o r . 

Q. And have you been a c c e p t e d as an e x p e r t 

w i t n e s s t o g i v e y o u r t e s t i m o n y b e f o r e r e g u l a t o r y 

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

A. Yes. 

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 

h i s t o r y o f t h e J a l m a t and Eumont Pools? 

A. Yes, s i r . 

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

p l a n t s , g a t h e r i n g and o t h e r p r o d u c t i o n a r ea 

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

A. Yes. 

Q. Are you f a m i l i a r w i t h t h i s a p p l i c a t i o n 
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here t h a t seeks c o n t i n u a t i o n of the S p e c i a l Rule 8 

f o r the Eumont and Jalmat P o o l s ? 

A. Yes, I am. 

Q. Are you employed by Doyle Hartman to 

appear as an e x p e r t w i t n e s s to g i v e t e s t i m o n y i n 

b e h a l f of those a p p l i c a t i o n s ? 

A. Yes. 

Q. I s Doyle Hartman an oper a t o r of w e l l s i n 

both those p o o l s ? 

A. Yes, he i s . 

Q. Can you t e l l the Commission approximately 

how many w e l l s he o p e r a t e s , combined, i n those two 

p o o l s ? 

A. I would e s t i m a t e approximately 35. 

MR. GALLEGOS: We tender Dr. Van K i r k as 

an e x p e r t . 

EXAMINER STOGNER: Dr. Van K i r k i s so 

q u a l i f i e d . 

Q. (BY MR. GALLEGOS) Dr. Van K i r k , would you 

take b e f o r e you E x h i b i t No. 1? What does t h a t show? 

A. T h i s i s a cartoon, and I don't mean t h a t 

to be a comedy, but i t ' s a sc h e m a t i c c r o s s - s e c t i o n a l 

view of the Jalmat Gas Pool on the south and the 

Eumont Gas Pool on the north to show i n 

c r o s s - s e c t i o n a l view the g e o l o g i c a l f o r m a t i o n s t h a t 
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are p r o d u c t i v e i n the a r e a s . 

The Jalmat Gas Pool produces from the 

T a n s i l l , Y a t e s , and Upper 7 - R i v e r s f o r m a t i o n s , and 

the Eumont Gas Pool, not the T a n s i l l , but the Y a t e s , 

Upper and Lower 7 - R i v e r s , and a l s o the Queen. So 

t h e r e ' s a l o t of o v e r l a p i n the formations t h a t they 

produce gas from. 

Q. Any other s i g n i f i c a n c e to t h i s proceeding 

demonstrated by t h a t e x h i b i t ? 

A. Not so t e r r i b l y s i g n i f i c a n t . You w i l l 

n o t i c e t h a t the L a n g l i e - M a t t i x O i l Pool u n d e r l y i n g 

J a l m a t and the E u n i c e Monument O i l Pool u n d e r l y i n g 

the Eumont Gas Pool are o i l r e s e r v o i r s n a t u r a l l y 

o c c u r r i n g underneath the gas caps. 

Q. Are you f a m i l i a r w ith what was b e l i e v e d to 

be the i n i t i a l r e c o v e r a b l e r e s e r v e s from t h e s e pools? 

A. Yes. T h i s a r e a has been e s t i m a t e d to 

c o n t a i n r e s e r v e s approximating 10 t r i l l i o n c u b i c f e e t 

of gas. 

Q. What i s c a l c u l a t e d to be the p r e s e n t 

r e s e r v e s f o r the pool? 

A. The remaining r e s e r v e s can be e s t i m a t e d by 

d i f f e r e n t people a t d i f f e r e n t amounts but approaching 

another T c f , perhaps 700 Bcf. 

EXAMINER MORROW: I s t h a t both pools or 
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j u s t t h e one? 

THE WITNESS: Th a t w o u l d be b o t h o f them 

t o g e t h e r . 

EXAMINER MORROW: Thank you. 

Q. (BY MR. GALLEGOS) Would you t a k e s i d e by 

s i d e and ad d r e s s j o i n t l y E x h i b i t s 2 and 3, f i r s t 

d e s c r i b i n g t o t h e examiner what t h o s e e x h i b i t s show. 

A. The E x h i b i t 2 i s a d e p i c t i o n o f t h e J a l m a t 

Gas P o o l and i t s r e c e n t p r e s s u r e h i s t o r y f r o m 1970 up 

t h r o u g h 1992. And t h e p r e s s u r e s a r e p l o t t e d on t h e 

l e f t - h a n d v e r t i c a l a x i s , and y o u ' l l n o t i c e t h e s e a r e 

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

p r o d u c t i o n f r o m 1970. And a f t e r 1992, t h e most 

r e c e n t i n f o r m a t i o n we have p l o t t e d on t h i s g r a p h , we 

have e x t r a p o l a t e d what we e s t i m a t e t o be a r e a s o n a b l e 

t r e n d o f p r e s s u r e v e r s u s cum p r o d u c t i o n f o r t h e 

f u t u r e f o r t h e J a l m a t Gas P o o l . 

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

a t t h e end o f 1992 was a l m o s t 2 T c f . The r e m a i n i n g 

r e s e r v e s , you can see a c c o r d i n g t o E x h i b i t 2, i s 

e s t i m a t e d a t a p p r o x i m a t e l y 400 b i l l i o n c u b i c f e e t o f 

gas, .44 T c f . 

E x h i b i t 3 shows a s i m i l a r r e l a t i o n s h i p f o r 

t h e Eumont Gas P o o l , a g a i n , i t s p r e s s u r e s f r o m 1970 

t h r o u g h 1992 p l o t t e d v e r s u s cum'd p r o d u c t i o n , and i t s 
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c u m u l a t i v e p r o d u c t i o n through 1992 of approximately 2 

Tcf and remaining r e s e r v e t h e r e of n e a r l y — I 

shouldn't say n e a r l y -- I ' d say about 800 Bcf . These 

are e s t i m a t e s of remaining r e s e r v e s i n t h e s e two 

po o l s . 

Q. Dr. Van K i r k , do you draw any c o n c l u s i o n s 

from the e a r l y d e c l i n e c u r v e s to what appears to be a 

f l a t t e n i n g of those c u r v e s ? 

A. Yes. I t ' s a very i n t e r e s t i n g o b s e r v a t i o n , 

and i t ' s common on e a r t h i n o i l - and gas-producing 

b a s i n s to n o t i c e as a gas r e s e r v o i r or a gas f i e l d i s 

n e a r i n g d e p l e t i o n a t low p r e s s u r e s , t h a t i t ' s a 

common o c c u r r e n c e t h a t the p r e s s u r e d e c l i n e does not 

con t i n u e i n a s t r a i g h t l i n e . 

And y o u ' l l n o t i c e t h e s e two e x h i b i t s show 

t h a t the p r e s s u r e t r e n d s throughout the '70's d i d not 

conti n u e through the '80's, and we don't f o r e c a s t i t 

to c o n t i n u e i n t o the '90's e i t h e r . The p r e s s u r e s are 

d e c l i n i n g l e s s r a p i d l y as time goes on, and 

t h e r e f o r e , consequently, the e s t i m a t e d u l t i m a t e 

r e c o v e r y i n remaining r e s e r v e s t h a t one would 

e s t i m a t e today a r e s i g n i f i c a n t l y h i g h e r than one 

might have e s t i m a t e d i n the 1970's. 

Q. And what s i g n i f i c a n c e , i n your o p i n i o n , 

does t h a t have as to the i s s u e s b e f o r e t h i s 
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commission con c e r n i n g the minimum a l l o w a b l e s ? 

A. These e x h i b i t s i n themselves demonstrate 

t h a t t h e r e a r e s i g n i f i c a n t r e s e r v e s remaining, h i g h e r 

than might have been e s t i m a t e d a few y e a r s ago. 

We'll have to look a t other e x h i b i t s and d i s c u s s 

other t h i n g s l i k e a l l o w a b l e s and p r o d u c t i o n r a t e s to 

t i e i t a l l t o g e t h e r . 

Q. Have you had an op p o r t u n i t y to make some 

o b s e r v a t i o n s and s t u d i e s of the a l l o w a b l e s and 

pr o d u c t i o n t r e n d s i n t h e s e pools p r i o r to 1991, p r i o r 

to t h i s minimum a l l o w a b l e r u l e coming i n t o p l a c e ? 

A. Yes. 

Q. J u s t g e n e r a l l y , I want to r e f e r you to 

some of the e x h i b i t s we have here, but do you have 

some g e n e r a l o b s e r v a t i o n s as to the e f f e c t on t h a t 

pool and on the pr o d u c t i o n r a t e s as a r e s u l t of the 

way the a l l o w a b l e s were impacting i t p r i o r to the 

r u l e i n January of 1991? 

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

Q. What are your g e n e r a l o b s e r v a t i o n s i n t h a t 

r e g a r d ? 

A. Well, I would r e f e r you to E x h i b i t 4, 

which i s a group of pages s t a p l e d t o g e t h e r , and a l s o 

E x h i b i t 5. I n f a c t , I would f i r s t r e f e r to E x h i b i t 

5. T h i s i s a d e p i c t i o n of the p r o d u c t i o n , a c t u a l 
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p r o d u c t i o n r a t e from the Jalma t Pool going back to 

1975. And t h a t ' s shown on the upper c u r v e . And you 

can see i t l a b e l e d on the upper l e f t - h a n d c o r n e r of 

the graph, T o t a l J a l m a t Pool P r o d u c t i o n . 

And y o u ' l l n o t i c e t h a t throughout the 

middle to l a t e '70's and i n t o the e a r l y '80's, t h e r e 

was a f a i r l y p r e d i c t a b l e p r o d u c t i o n d e c l i n e t r e n d a t 

t h a t time, but then i n the e a r l y 1980's, 1982 and 

throughout the 1980's, w i l d f l u c t u a t i o n s i n the 

a c t u a l p r o d u c t i o n i n J a l m a t . 

Now i f y o u ' l l r e f e r to E x h i b i t 4, t h i s i s 

a d e p i c t i o n on the f i r s t page i n the upper h a l f of 

t h i s page, the nonmarginal a l l o w a b l e s from 1980 

through the '80's and up to the e a r l y p a r t of 1994. 

And y o u ' l l n o t i c e t h a t i n 1980, '81, and '82, the 

a l l o w a b l e s were f a i r l y c o n s t a n t . And back to E x h i b i t 

5 then y o u ' l l see t h a t i n those y e a r s a l s o the a c t u a l 

p r o d u c t i o n from Jalmat was r e l a t i v e l y c o n s t a n t , 

c o n t i n u i n g the d e c l i n e t r e n d t h a t had been s e t up i n 

p r i o r y e a r s i n the 1970's. 

The w i l d f l u c t u a t i o n s i n the middle of the 

1980's shown on E x h i b i t 5 i n a g r e a t p a r t were a 

r e s u l t of f l u c t u a t i o n s on the a l l o w a b l e s shown on 

E x h i b i t 4 i n the middle 1980's. I n f a c t , they fed 

each o t h e r . With decreased p r o d u c t i o n t h e r e were 
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d e c r e a s e d a l l o w a b l e s , and then, n a t u r a l l y , w i t h 

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

a l s o . 

E x h i b i t 4 a l s o then shows t h a t January 1, 

1991, w i t h the minimum a l l o w a b l e having been 

i n c r e a s e d to 600 Mcf per day a t Jalm a t . I f y o u ' l l 

look then on E x h i b i t 5, y o u ' l l see i n 1991, 92, and 

93, not only h i g h e r l e v e l s of pr o d u c t i o n from Jalmat, 

i n g r e a t p a r t r e s u l t i n g from the i n c r e a s e d minimum 

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

w i t h o u t w i l d f l u c t u a t i o n s . 

Q. B e s i d e s the mere f a c t of h i g h e r l e v e l s , 

does the s t a b i l i t y of t h e s e p r o d u c t i o n l e v e l s have 

some b e a r i n g on the development t h a t w i l l be 

undertaken by o p e r a t o r s i n the pool? 

A. I t h i n k the s t a b i l i t y of the p r o d u c t i o n 

l e v e l s i s a r e f l e c t i o n of the co n f i d e n c e t h a t 

o p e r a t o r s would have i n developing w e l l s and spending 

money to d r i l l new w e l l s or recomplete o l d w e l l s or 

f i x up handicapped w e l l s . 

The E x h i b i t 4, showing the c o n s t a n t or 

f a i r l y c o n s t a n t a l l o w a b l e s from 1991, i s the support 

f o r the i n c r e a s e d a c t i v i t y and r e s u l t i n g i n h i g h e r 

p r o d u c t i o n r a t e s t h a t you see on E x h i b i t 5, 1991, 92, 

and 9 3. 
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Q. I s t h e r e a n y t h i n g e l s e o f s i g n i f i c a n c e 

t h a t you want t o p o i n t o u t on t h e f i r s t page o f 

e i t h e r E x h i b i t 4 o r E x h i b i t 5? 

A. W e l l , E x h i b i t 5 a l s o does show i n t h e 

l o w e r p o r t i o n o f t h e g r a p h Hartman's p r o d u c t i o n 

b e g i n n i n g i n 1976, and i n c r e a s i n g t h r o u g h o u t t h e 

'70's, and p e a k i n g i n t h e mid-1980's. T h i s shows 

h i s p o r t i o n o f J a l m a t p r o d u c t i o n . And h i s a c t i v i t y , 

n a t u r a l l y , was i n f l u e n c e d by a l l o w a b l e s t h r o u g h t h e 

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

i n f l u e n c e d by a l l o w a b l e s , n a t u r a l l y . 

Q. And does i t show t h a t t h e Hartman 

p r o d u c t i o n i s t r a c k i n g s i n c e a b o u t 1989 p r e t t y much 

on a p a r a l l e l w i t h t h e t o t a l p o o l p r o d u c t i o n ? 

A. Yes. As a m a t t e r o f f a c t , i n F e b r u a r y o f 

1989, t h e s e p a r t i c u l a r w e l l s t h a t Hartman had d r i l l e d 

f r o m 1976 t h r o u g h 1985 were s o l d t o M e r i d i a n . And 

t h i s p l o t , E x h i b i t 5, shows t h a t t h o s e w e l l s c o n t i n u e 

t o p r o d u c e , b u t t h e y a r e now o p e r a t e d by M e r i d i a n . 

T h e y ' r e no l o n g e r o p e r a t e d by Hartman. 

Q. Would you go now t o t h e second page o f 

E x h i b i t 5 and o f E x h i b i t 4 and e x p l a i n what t h o s e 

show? 

A. Yes. T h i s i s t h e same t y p e o f i n f o r m a t i o n 

on b o t h o f t h e e x h i b i t s , b u t r a t h e r t h a n f o r t h e 
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Jalmat Pool, the second pages r e f l e c t the same kind 

of information for the Eumont Pool. And my 

de s c r i p t i o n of the allowable h i s t o r y for Eumont would 

be very s i m i l a r to the d e s c r i p t i o n for the allowable 

h i s t o r y on the Jalmat Pool, which I j u s t gave. 

The second page in E x h i b i t 5 shows the 

Eumont Gas Pool production from 1975 through 1993. 

And y o u ' l l notice i n the l a s t few years, 1991, 92, 

and 93, i n f a c t the Eumont's production i s not 

de c l i n i n g . I t ' s somewhat in c r e a s i n g , s l i g h t l y 

i n c r e a s i n g . 

Q. I s the r e s t of E x h i b i t 4, the t h i r d page, 

simply an averaging of the two pools, showing the 

same kind of information but averaging the Eumont, 

Jalmat? 

A. Yes. I f y o u ' l l go to the t h i r d page i n 

Ex h i b i t 4, what we've done here i s plotted a weighted 

average of the allowables from both the Eumont and 

Jalmat Pools together. And those computations are 

shown on the next s e v e r a l pages of t a b l e s . And the 

conclusion that you reach from the weighted average 

for the two pools combined i s the same conclusion 

you'd reach from looking at e i t h e r pools 

i n d i v i d u a l l y . 

Q. Are you of the opinion that in order to 
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r e a s o n a b l e and n e c e s s a r y to c o n s i d e r the pools 

t o g e t h e r i n combination? 

A. Yes. G e o l o g i c a l l y , they a r e the same 

pool, only because of the way they were developed 

many decades ago do they have d i f f e r e n t names and the 

boundary between them, but i n nature and i n our 

pr o d u c t i o n p r a c t i c e s , t h a t boundary i s not n o t i c e d . 

Q. L e t ' s t u r n , i f you w i l l , then, Dr. Van 

K i r k , to E x h i b i t No. 6. As we look a t t h a t e x h i b i t 

and get i n t o what i s shown t h e r e , l e t me ask you t h i s 

q u e s t i o n . Have you attempted to a n a l y z e on the i s s u e 

of a minimum a l l o w a b l e what i s an optimum minimum 

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

A. Yes, I have addressed t h a t q u e s t i o n . 

Q. Do you have a c o n c l u s i o n ? 

A. Yes. 

Q. What i s t h a t ? 

A. I t appears t h a t 600 Mcf per day minimum 

a l l o w a b l e i s very c l o s e to an optimum. I t i s 

i m p o s s i b l e to m a t h e m a t i c a l l y compute an e x a c t optimum 

a l l o w a b l e , but i t appears t h a t 600 i s q u i t e c l o s e . 

Q. Does the economic study i l l u s t r a t e d on 

E x h i b i t 6 support t h a t c o n c l u s i o n ? 

A. Yes. 
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Q. Would you e x p l a i n the e x h i b i t ? 

A. Yes. The i n t e n t i o n of E x h i b i t 6 and the 

s e v e r a l pages a t t a c h e d i s to demonstrate the e f f e c t 

of the a l l o w a b l e r a t e on the economics of w e l l s . 

And we're l o o k i n g a t , f o r example, i n t h i s 

E x h i b i t 6, a t y p i c a l w e l l or an average w e l l . And i f 

you look a t the l e f t - h a n d column, the d i f f e r e n t 

a l l o w a b l e r a t e s , we've run s e v e r a l d i f f e r e n t c a s e s . 

I n f a c t , I t h i n k t h e r e ' s s i x d i f f e r e n t c a s e s t h a t 

we've run a t d i f f e r e n t a l l o w a b l e r a t e s , and then 

e s t i m a t e d the g r o s s r e s e r v e s per w e l l , the payout 

undiscounted, the payout i n y e a r s i f you d i s c o u n t e d 

at 9 p e r c e n t d i s c o u n t f a c t o r , the l i f e of such a w e l l 

i n y e a r s , and then the r e t u r n on investment, again, 

d i s c o u n t e d a t 9 p e r c e n t . 

These numbers shown here i n the f i r s t page 

of E x h i b i t 6 are a summary of s e v e r a l pages i n the 

back. I n f a c t , i f you go to the ver y back page of 

t h i s E x h i b i t 6, i n the upper l e f t - h a n d c o r n e r of t h a t 

page, the very upper l e f t - h a n d c o r n e r , y o u ' l l see the 

700 Mcf per day. That i s the economic c a s h flow f o r 

the s c e n a r i o where we assumed 700 Mcf per day as the 

minimum a l l o w a b l e . 

And then i n p u t t i n g i n t o t h i s computer 

program to do an economical c a l c u l a t i o n on an annual 
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b a s i s , the e s t i m a t e d p r o d u c t i o n r a t e s , e s t i m a t e d c o s t 

to d r i l l and complete, the e s t i m a t e d p r i c e s of o i l 

and gas, we compute then the p r o f i t , the payout, the 

r e t u r n on investment, and the r e s u l t s of t h i s run on 

the l a s t page of E x h i b i t 6 are summarized then back 

on the f i r s t page of E x h i b i t 6 f o r the c a s e a l l o w a b l e 

r a t e of 700 Mcf per day. 

So a l l of the pages i n the v e r y back of 

t h i s e x h i b i t are the d e t a i l e d computations t h a t 

r e s u l t i n the t a b l e on the f i r s t page of E x h i b i t 6. 

And I ' d l i k e to d i s c u s s t h e s e r e s u l t s and what they 

mean by r e f e r r i n g to the second page of E x h i b i t 6 

because i t shows the t a b l e then p l o t t e d , and I t h i n k 

i t ' s a l i t t l e b i t e a s i e r to see and understand what 

the computed r e s u l t s mean. 

The second page of E x h i b i t 6, the l e f t 

a x i s i s payout i n y e a r s . These are numbers of y e a r s 

i t t a k e s f o r a w e l l to pay out under the d i f f e r e n t 

a l l o w a b l e s c e n a r i o s . The h o r i z o n t a l a x i s shows the 

a l l o w a b l e r a t e , and we've assumed s i x d i f f e r e n t 

c a s e s , 200 Mcf per day being the minimum a l l o w a b l e " 

c a s e , and 300, 400, 500, up to 700 as the maximum 

case t h a t we r a n . 

The r i g h t - h a n d v e r t i c a l a x i s shows the 

r e t u r n on investment d i s c o u n t e d a t 9 p e r c e n t . 
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The payout i n y e a r s f o r t h e s e d i f f e r e n t 

c a s e s i s shown i n two d i f f e r e n t ways, e i t h e r 

u n discounted or d i s c o u n t e d . Now, u n f o r t u n a t e l y , the 

l a b e l i n g t h a t I ' v e got i n my copy and probably i n 

your c o p i e s i s i n c o r r e c t , and I ' l l have to show you 

how to make i t c o r r e c t . 

Q. Yes, l e t ' s make the c o r r e c t i o n t h e r e . 

A. I f y o u ' l l n o t i c e underneath the h o r i z o n t a l 

a x i s , we've got a legend down here, s o l i d b l a c k 

square, payout i n y e a r s , t h a t should be 

undiscounted. So we need to w r i t e "undiscounted" 

underneath the b l a c k s q u a r e s , payout i n y e a r s . 

And then the next p o r t i o n of the legend 

has a b l a c k c i r c l e , payout i n y e a r s , i t s a y s 

undiscounted. That's i n c o r r e c t . You need to s c r a t c h 

out undiscounted and put underneath t h a t d i s c o u n t e d 

a t 9 p e r c e n t . Then we can read the graph, I t h i n k , 

c o r r e c t l y . 

I f y o u ' l l look a t the payout i n y e a r s 

d i s c o u n t e d a t 9 p e r c e n t , the b l a c k c i r c l e s , t h a t 

would be the top curve on t h i s graph. And i t shows 

t h a t i f you had a minimum a l l o w a b l e of 200 Mcf per 

day, the payout would be a l i t t l e over s i x y e a r s . 

T h a t ' s the b l a c k c i r c l e . But i f you i n c r e a s e the 

minimum a l l o w a b l e to 300 Mcf per day, the payout 
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drops to a l i t t l e l e s s than four y e a r s . 

And as you i n c r e a s e the minimum a l l o w a b l e 

from 300 up to 400, 500, 600, and 700 Mcf per day, 

you can see the payout d e c r e a s e s , and you can see 

i t ' s approaching 1-1/2 y e a r s a t 700 Mcf per day 

minimum a l l o w a b l e . 

I f you c o n s i d e r undiscounted payout a t 200 

Mcf per day minimum a l l o w a b l e , you see f i v e y e a r s . 

I t ' s a l i t t l e f a s t e r than i f you d i s c o u n t the 

moneys. Then the b l a c k s q u a r e s , t h a t curve c o n t i n u e s 

somewhat p a r a l l e l to but converging w i t h the 

d i s c o u n t e d payout c u r v e . And over a t 600 and 700 Mcf 

per day, the two c u r v e s a r e converging and l e v e l i n g 

out. 

A l s o then i f you look a t the r e t u r n on 

investment, the b l a c k t r i a n g l e s , i f the minimum 

a l l o w a b l e i s only 200 Mcf per day, the r e t u r n on 

investment i s read on the r i g h t - h a n d v e r t i c a l a x i s as 

being something s l i g h t l y l e s s than 3. And as the 

minimum a l l o w a b l e i n c r e a s e s towards 700, you can see 

the r e t u r n on investment i n c r e a s e s , becoming 

a s y m p t o t i c , to approximately 3.5. 

Q. Would i t be your o b s e r v a t i o n t h a t once you 

get i n t o t h a t 500 to 700 range, your economics are 

beginning to not have t h a t s i g n i f i c a n t a d i f f e r e n c e ? 
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A. That's c o r r e c t . And t h a t i s why I 

conclude t h a t 600 Mcf per day, the minimum a l l o w a b l e 

which has been i n e f f e c t f o r the l a s t t h r e e y e a r s , i s 

a r e a s o n a b l e , optimum v a l u e to choose. A number 

s l i g h t l y d i f f e r e n t from t h a t would not make very much 

d i f f e r e n c e , whether i t be s l i g h t l y more or s l i g h t l y 

l e s s than 600. 

Q. Does the t h i r d s h e e t of t h i s e x h i b i t , of 

E x h i b i t 6, c o n t a i n i n f o r m a t i o n on w e l l c o s t and 

development? 

A. Yes. The lower h a l f of the t h i r d page 

l i s t s the p r i c e s f o r gas and o i l and the w e l l c o s t s 

and o p e r a t i n g c o s t s t h a t we have i n c l u d e d i n our 

economic c a l c u l a t i o n s . 

Q. L e t me, i f I may, draw your a t t e n t i o n to 

E x h i b i t 7. I t h i n k y o u ' l l observe t h a t i t ' s the same 

i n f o r m a t i o n , same data s h e e t , only p r e s e n t e d as a 

s e p a r a t e , f r e e s t a n d i n g e x h i b i t , i s i t not? 

A. Yes, t h a t ' s c o r r e c t . 

Q. What i s the purpose of E x h i b i t 7? 

A. E x h i b i t 7, we have s e p a r a t e d out, 

p r i m a r i l y to show you some s l i g h t e r r o r s t h a t we have 

i n c o r p o r a t e d i n t o the e x h i b i t s , j u s t i n c a s e anyone 

would want to look c a r e f u l l y , I have found a few more 

m i s t a k e s i n some of the numbers t h a t a r e shown i n the 
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e x h i b i t s , but they don't a f f e c t the c o n c l u s i o n s i n 

any way, and they don't a f f e c t s i g n i f i c a n t l y the 

economic computation r e s u l t s or a n y t h i n g e l s e . 

Q. What are those c o r r e c t i o n s ? 

A. They're i n the o i l and gas p r i c i n g t h a t 

you see i n approximately the c e n t e r of the page, the 

lower h a l f of the page. I f you look a t Item I I I , gas 

p r i c i n g , i n 1994, your E x h i b i t 7 shows the p r i c e of 

gas used was $2 per Mcf. That's not c o r r e c t . What 

we a c t u a l l y used was $1.89 i n t h e s e c a l c u l a t i o n s . 

I n 1995, your e x h i b i t shows $2.12, and we 

d i d n ' t r e a l l y use t h a t . We used $2.00 even, $2.00 

per Mcf i n 1995. I n 1996, your e x h i b i t shows $2.25. 

That i s i n c o r r e c t . I t should be $2.12. I n 1997 your 

e x h i b i t shows $2.39. That's i n c o r r e c t . I t should be 

$2.25. I n 1998 your e x h i b i t shows $2.53. That's 

i n c o r r e c t . I t should be $2.39. 

You can see t h a t i n f a c t the e r r o r was 

t h a t i n t r a n s f e r r i n g the i n f o r m a t i o n from our a c t u a l 

economic runs, the p r i c e s were o f f s e t by a year by 

acc i d e n t . 

Q. Did the same t h i n g happen on the o i l 

p r i c e s ? 

A. Yes. They're o f f s e t by a year a l s o . 

Q. So what should have been the beginning 
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1994 o i l p r i c e t h a t was used? 

A. I n s t e a d of the $15.90 shown on your 

E x h i b i t 7, i t was $15 even. 

Q. And then each one would be moved a space? 

A. Yes. I f y o u ' l l take the $15.90 and simply 

move i t to the r i g h t f o r 1995, t h a t would be the 

c o r r e c t v a l u e f o r 1995, and move a l l of the numbers 

to the r i g h t one y e a r . 

Q. I n your o p i n i o n , does t h i s e r r o r j u s t 

s e r v e to simply make your economic e v a l u a t i o n s a b i t 

more c o n s e r v a t i v e ? 

A. That's r i g h t . The d i f f e r e n c e t h a t i t 

would make i n the economic computations, I have done 

those c a l c u l a t i o n s p r i o r to today's h e a r i n g , and i t 

makes a d i f f e r e n c e of 3 p e r c e n t i n the p r e s e n t v a l u e 

p r o f i t , and i t would s h i f t a l l the c u r v e s t h a t we've 

been d i s c u s s i n g on E x h i b i t 6, i t would a f f e c t those 

economic r e s u l t s by approximately 3 p e r c e n t . And 

t h a t i s r e l a t i v e l y i n s i g n i f i c a n t , and i n f a c t each of 

the c a s e s would be a f f e c t e d approximately the same. 

So the c o n c l u s i o n would be the same. 600 Mcf per day 

i s a pproximately the optimum minimum a l l o w a b l e . 

I a p o l o g i z e f o r the mistake i n the 

t r a n s f e r r i n g of the numbers. 

Q. I f you would, Dr. Van K i r k , l e t me draw 

CUMBRE COURT REPORTING 
P.O. Box 9262 

Santa Fe, New Mexico 85704-9262 
(505) 984-2244 FAX: 984-2092 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0 

2 1 

2 2 

2 3 

24 

25 

. 8_2 

your a t t e n t i o n to E x h i b i t 8 and ask you to e x p l a i n to 

the examiner what t h a t shows? 

A. E x h i b i t 8 i s a multi-page t a b u l a t i o n of 

the work t h a t ' s been done i n the Jalmat Pool and 

Eumont Pool s i n c e January 1, 1991. You can see 

t h e y ' r e l i s t e d c h r o n o l o g i c a l l y , the op e r a t o r , the 

l e a s e , w e l l l o c a t i o n , and then the pool, whether i t 

be J a l m a t or Eumont. 

Q. Does t h i s a l s o d e s c r i b e what type of work 

was done, whether i t was a new w e l l , r e m e d i a l , t h a t 

k i n d of t h i n g ? 

A. Yes. You can see on the r i g h t p o r t i o n of 

the page, the type of o p e r a t i o n i s l i s t e d here as 

r e c o m p l e t i o n or r e m e d i a l or new w e l l . 

Q. Does t h i s s e r v e to demonstrate t h a t s i n c e 

Order R-8170-J was enter e d i n January of 1991, t h a t 

t h e r e has been an i n c r e a s e i n a c t i v i t y , new d r i l l i n g , 

r e m e d i a t i o n and t h a t type of t h i n g ? 

A. Yes. T h i s e x h i b i t i t s e l f shows a high 

l e v e l of a c t i v i t y , and i f you r e f e r back to the 

e x h i b i t s we t a l k e d about a l i t t l e e a r l i e r showing the 

a c t u a l p r o d u c t i o n h i s t o r i e s from Jalmat and Eumont, 

y o u ' l l see the pr o d u c t i o n has i n c r e a s e d i n the l a s t 

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

Q. Does the l a s t page of E x h i b i t 8 have s o r t 
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of a t o t a l of t h e s e a c t i v i t i e s ? 

A. Yes. T h i s i s a summary of the p r i o r pages 

i n E x h i b i t 8 t h a t show the t o t a l number of w e l l s then 

t h a t have been e i t h e r new d r i l l s or reworks or 

r e m e d i a l s . I f you look i n the lower r i g h t - h a n d 

c o r n e r of the l a s t page, y o u ' l l see 327. That i s the 

summation of a l l of t h a t a c t i v i t y i n those t h r e e 

y e a r s . And then we've broken i t out between Eumont 

and J a l m a t s e p a r a t e l y . The Eumont a c t i v i t y has been 

approximately 221 w e l l s , and Jalmat approximately 

106 . 

Q. Have you formed an opin i o n as to what 

would be the probable e f f e c t on completions i f the 

minimum a l l o w a b l e order were made permanent? 

A. Yes. I b e l i e v e t h a t i f the a l l o w a b l e of 

600 Mcf per day were continued and made permanent, 

t h a t t h i s l e v e l of a c t i v i t y would c o n t i n u e f o r some 

y e a r s i n the f u t u r e . 

Q. L e t me ask you to now take b e f o r e you your 

l a s t e x h i b i t , E x h i b i t 9, Dr. Van K i r k , and t e l l the 

examiner what t h a t shows. 

A. T h i s one-page e x h i b i t i s a summary of 

Hartman's l e a s e s t h a t he has a v a i l a b l e a t t h i s time 

and i s ready to develop i n the very near f u t u r e . And 

t h e r e a r e t e n t o t a l on t h i s page. And i n Hartman's 
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p a s t , i n normal y e a r s of a c t i v i t y f o r him, he has 

developed approximately e i g h t to ten w e l l s per y e a r . 

Q. These a r e p r o p e r t i e s , l e a s e s t h a t a r e 

ready to go as a p a r t from a c q u i s i t i o n programs of Mr. 

Hartman? 

A. That's r i g h t . These are i n v e n t o r y , the 

l e g a l work has been done, and t h e s e are ready. And 

they r e p r e s e n t p r o p e r t i e s i n Eumont and Jalma t over 

approximately a 40-mile s t r e t c h , north and south. 

Q. Dr. Van K i r k , what i s your o p i n i o n of the 

pre-1991 a l l o w a b l e p o l i c i e s on t h e s e pools t h a t 

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

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

A. Well, i t ' s u n f o r t u n a t e , w i t h the 

f l u c t u a t i n g a l l o w a b l e s throughout the mid-'80's up 

u n t i l January 1991 and the f l u c t u a t i n g p r o d u c t i o n 

from a pool l i k e t h i s , i t ' s u n f o r t u n a t e t h a t a pool 

l i k e t h i s was l i m i t e d i n what i t could show and what 

i t c o u l d do. I t was not ver y h e a l t h y . I t was s i c k 

d u r i n g the 1980's. 

Q. Would you compare, w i t h a view toward 

c o r r e l a t i v e r i g h t s , would you compare t h a t k i n d of a 

p o l i c y as opposed to having t h i s minimum a l l o w a b l e 

and what we have seen has been the performance under 

t h a t minimum a l l o w a b l e f o r some t h r e e y e a r s now? 
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A. I t h i n k the t h r e e y e a r s ' performance 

h i s t o r y , the l a s t t h r e e y e a r s under the minimum 

a l l o w a b l e of 600 Mcf per day has demonstrated a very 

h e a l t h y l e v e l of development a c t i v i t i e s , v e r y h e a l t h y 

r e s e r v o i r again coming back to l i f e . 

Q. Do you b e l i e v e t h a t s e r v e s the i n t e r e s t s 

of p r e v e n t i o n of waste and p r o t e c t i o n of c o r r e l a t i v e 

r i g h t s ? 

A. A b s o l u t e l y , not only p r e v e n t i o n of waste, 

and by t h a t we mean more r e c o v e r y and l e s s gas l e f t 

i n the ground. 

Q. Were E x h i b i t s 1 through 9 prepared by you 

or under your d i r e c t i o n and c o n t r o l ? 

A. Yes, s i r . 

MR. GALLEGOS: We move E x h i b i t s 1 through 

9 i n evide n c e and pass the w i t n e s s f o r 

c r o s s - e x a m i n a t i o n . 

EXAMINER STOGNER: E x h i b i t s 1 through 9 

w i l l be admitted i n t o evidence a t t h i s time. 

Mr. C a r r , your w i t n e s s . 

MR. CARR: I have no q u e s t i o n s of Dr. Van 

K i r k . 

EXAMINER STOGNER: Mr. K e l l a h i n ? 

MR. KELLAHIN: No q u e s t i o n s . 

EXAMINER STOGNER: Mr. Morrow? 
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EXAMINER MORROW: I wanted to ask a couple 

of q u e s t i o n s . 

THE WITNESS: Sure. 

EXAMINATION 

BY EXAMINER MORROW: 

Q. On E x h i b i t 5, the second page, one of the 

cu r v e s i s marked o i l , and I d i d n ' t hear you d i s c u s s 

t h a t . What's the s i g n i f i c a n c e of t h a t on t h i s 

e x h i b i t ? 

A. You d i d n ' t hear me d i s c u s s i t because I 

d i d n ' t . 

Q. No, I d i d n ' t . I must have dozed o f f . 

A. You d i d n ' t miss a n y t h i n g . I d i d n ' t 

d i s c u s s o i l . 

Q. Okay. 

A. I don't know t h a t the s i g n i f i c a n c e of the 

o i l curve i s e x a c t l y the same as the s i g n i f i c a n c e of 

the gas curve, but l e t ' s d i s c u s s i t . L e t ' s c o n s i d e r 

what i t looks l i k e . 

I t s shape doesn't p a r a l l e l the gas curve 

t h a t we d e s c r i b e d a few minutes ago, but I t h i n k i t s 

shape i s i n t e r e s t i n g . I f y o u ' l l n o t i c e , i n 1986, the 

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

gas p r o d u c t i o n , and t h a t was a r e s u l t of a l l o w a b l e s 

and market s i t u a t i o n s and p u r c h a s e r s ' p r a c t i c e s 
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d u r i n g t h a t time. And the o i l p r o d u c t i o n remained 

q u i t e low and f l u c t u a t i n g q u i t e a b i t a f t e r 1986, but 

i n 1991, i t i s up s i g n i f i c a n t l y , and i n '92 and '93, 

the l e v e l s a re h i g h e r than they have been. I n the 

l a s t t h r e e y e a r s , w i t h i n c r e a s e d gas a l l o w a b l e s , the 

o i l r a t e s a r e h i g h e r than they had been i n some 

y e a r s . I t h i n k t h a t ' s a l s o h e a l t h y and b e n e f i c i a l 

f o r o i l p r o d u c t i o n and o i l r e c o v e r y . 

Q. I assume the l e f t - h a n d a x i s a r e the 

numbers f o r the o i l ; i s t h a t c o r r e c t ? 

A. I b e l i e v e t h a t ' s c o r r e c t , y e s . 

Q. Do you know i f t h i s i s o i l from o i l w e l l 

c o m p l e t i o n s i n those two p o o l s , or i s i t from both 

the gas w e l l s and the o i l w e l l s ? 

A. I b e l i e v e , but I'm not p o s i t i v e , but I 

b e l i e v e t h a t t h i s curve shows p r o d u c t i o n only from 

the Eumont Gas Pool, but t h e r e would be some w e l l s i n 

t h e r e t h a t could be c l a s s i f i e d as o i l w e l l s i n those 

i n t e r v a l s . 

Q. I wondered i f i t i n c l u d e d whatever 

condensate the gas w e l l s produced, I guess? 

A. I b e l i e v e i t does, y e s . 

Q. A l l l i q u i d s then? 

A. L i q u i d s from gas w e l l s , o i l from o i l w e l l s 

i n the Eumont Gas Pool, but i t does not i n c l u d e the 
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deeper o i l p o o l s , t h e deeper g e o l o g i c f o r m a t i o n s . 

Q. On E x h i b i t 6, I wanted t o ask you t o 

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

r e s e r v e s . 

A. I n d o i n g t h i s c a l c u l a t i o n , we chose n o t t o 

have t h e e s t i m a t e d u l t i m a t e r e c o v e r y dependent upon 

t h e a l l o w a b l e r a t e because we were u s i n g a 

h y p o t h e t i c a l t y p i c a l o r ave r a g e w e l l . And i n t h e o r y , 

t h e u l t i m a t e r e c o v e r y f r o m a w e l l s h o u l d n ' t depend on 

i t s a l l o w a b l e r a t e because i t ' s g o i n g t o -- w h e t h e r 

i t p r o d u c e s a t 200 Mcf p e r day f o r a l o n g t i m e and 

t h e n d e c l i n e s o r 600 Mcf p e r day f o r a s h o r t e r t i m e 

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

depend v e r y much on t h a t a l l o w a b l e p r a c t i c e . 

Q. You meant f o r t h o s e t o be e s s e n t i a l l y t h e 

same? 

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

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

i n u l t i m a t e r e c o v e r y . I t w o u l d r e f l e c t t h e t i m e 

v a l u e o f money, w h i c h i s t o t a l l y a f u n c t i o n o f t h e 

a l l o w a b l e r a t e . 

Q. And 600, you t h i n k , t o o , i s an optimum. 

As a minimum, do you have any f e e l i n g a b o u t g e t t i n g 

t h e a l l o w a b l e s t o o h i g h , s e t t o o h i g h t h a t t h e y would 

be d e t r i m e n t a l t o t h e r e c o v e r y o u t t h e r e ? 
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A. You mean might t h e r e be r e s e r v o i r damage 

or --

Q. Well, or overdevelopment? 

A. I t h i n k t h a t c o u l d happen a t v e r y high 

a l l o w a b l e s but not a t 600. 

Q. Not a t 600 or 900 or 1,200? 

A. I t h i n k not a t 900 e i t h e r . 

Q. Okay. 

A. There's p l e n t y of h i s t o r y of both Jalmat 

and Eumont w e l l s i n the 1930's and '40's and '50's 

producing a t m i l l i o n s of c u b i c f e e t per day. Now 

t h a t i n i t s e l f doesn't prove t h a t t h a t wasn't 

w a s t e f u l , but t h e s e w e l l s are q u i t e c a p a b l e , they are 

r e a l l y q u i t e c a p a b l e . And down here at 600 Mcf per 

day, t h e r e ' s no r e s e r v o i r damage being done. 

Q. Did anybody add up an e s t i m a t e d economic 

impact of the work t h a t was done as shown i n E x h i b i t 

8, how much i t might have c o s t , how much was pumped 

i n t o the economy down t h e r e ? 

A. E x h i b i t 8? 

Q. That was a l l the workovers t h a t had been 

done. 

A. I have not done t h a t p r i o r to now, but I 

t h i n k we could make an e s t i m a t e probably w i t h i n 30 

seconds. 
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Q. Okay. That's quick enough. 

A. Three hundred w e l l s . I f each w e l l c o s t --

l e t ' s j u s t c o n s i d e r the money spent i n the a r e a . I f 

each w e l l would c o s t $1 m i l l i o n , which they don't, 

they don't c o s t $1 m i l l i o n , but i f each w e l l c o s t $1 

m i l l i o n , t h a t would be over $300 m i l l i o n i n t o the 

economy. 

Q. Okay. Well, those weren't a l l d r i l l i n g 

w e l l s ? 

A. That's r i g h t , but each w e l l doesn't c o s t a 

m i l l i o n , but l e t ' s s t a r t out w i t h a m i l l i o n because 

i t ' s an easy e s t i m a t e . Each w e l l c o s t s s e v e r a l 

hundred thousand d o l l a r s . I t depends on the operator 

and t h e i r p r a c t i c e s , the s i z e f r a c job they want to 

use, and i t depends on the type of o p e r a t i o n . I s i t 

a new w e l l being d r i l l e d which could c o s t a h a l f a 

m i l l i o n d o l l a r s , or i s i t a r e m e d i a l t h a t might only 

c o s t $100,000? 

So I t h i n k you and I r i g h t now can 

e s t i m a t e a f a i r , q uick, and d i r t y rough e s t i m a t e of 

the average c o s t , a t y p i c a l c o s t of t h e s e w e l l s . 

L e t ' s say a q u a r t e r of a m i l l i o n d o l l a r s , not a 

m i l l i o n d o l l a r s but a q u a r t e r of a m i l l i o n d o l l a r s 

per w e l l . So i f t h e r e were 300 of them, r a t h e r than 

t h a t h a ving an impact of $300 m i l l i o n on the 
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community, i t w o u l d have an i m p a c t o f a b o u t a q u a r t e r 

o f t h a t . Would t h a t be 750 or $75 m i l l i o n d o l l a r s ? 

Q. Thank you, s i r . Are t h e s e p r o p o s e d w e l l s 

o f Hartman's, a r e t h e y w e l l s t o be d r i l l e d , o r a r e 

some o f them w o r k o v e r s ? 

A. Some o f them a r e new d r i l l s , and some o f 

them a r e w o r k o v e r s o r r e c o m p l e t i o n s . 

EXAMINER MORROW: Thank you, s i r . 

THE WITNESS: You're welcome. 

EXAMINER STOGNER: Oh, no, n o t me, I d o n ' t 

have any q u e s t i o n s . You asked a l l t h e ones I was 

g o i n g t o ask. No o t h e r q u e s t i o n s o f Dr. Van K i r k ? 

He may be excused. 

Mr. G a l l e g o s ? 

THE WITNESS: Thank you. 

MR. GALLEGOS: We c a l l Mark P e r r y . 

MARK PERRY, 

t h e w i t n e s s h e r e i n , a f t e r 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. GALLEGOS: 

Q. S t a t e y o u r name, p l e a s e . 

A. Mark A. P e r r y . 

Q. Where do you l i v e , Mr. P e r r y ? 
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A. T u l s a , Oklahoma. 

Q. What i s y o u r o c c u p a t i o n ? 

A. I am p r e s e n t l y p r e s i d e n t o f Windward 

Energy & M a r k e t i n g Company l o c a t e d i n T u l s a and a 

c o - f o u n d e r o f Energy, Economic, and E n v i r o n m e n t a l 

C o n s u l t a n t s l o c a t e d i n A l b u q u e r q u e , New Mexico. 

Q. What i s t h e b u s i n e s s o f Windward Energy & 

M a r k e t i n g Company? 

A. Windward Energy & M a r k e t i n g Company i s a 

n a t u r a l gas m a r k e t e r . We've ma r k e t e d gas on E l Paso, 

N o r t h e r n N a t u r a l , N a t u r a l Gas P i p e l i n e t o cu s t o m e r s 

i n C a l i f o r n i a and i n t r a s t a t e Texas and i n t h e Midwest 

and N o r t h e a s t . 

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

s o u t h w e s t e r n U n i t e d S t a t e s ? 

A. Yes. 

Q. How l o n g has Windward Energy & M a r k e t i n g 

Company been i n t h a t b u s i n e s s ? 

A. Si n c e 1986. 

Q. P r i o r t o t h a t t i m e , d i d you have 

e x p e r i e n c e i n t h e n a t u r a l gas m a r k e t i n g i n d u s t r y ? 

A. I co - f o u n d e d V e s t a Energy Company a l s o 

l o c a t e d i n T u l s a , Oklahoma. 

Q. I n what y e a r ? 

A. 1983. 
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Q. What d i d you do a t Vesta? 

A. I was a t f i r s t t h e d i r e c t o r o f m a r k e t 

d e v e l o p m e n t and when I l e f t v i c e p r e s i d e n t o f 

m a r k e t i n g . 

Q. What i s t h e b u s i n e s s o f Energy, Economic 

E n v i r o n m e n t a l C o n s u l t i n g ? 

A. I t ' s an a n a l y s i s o f energy and 

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

Q. Do you s t a y c u r r e n t on a d a i l y b a s i s on 

gas m a r k e t s i n t h e U n i t e d S t a t e s ? 

A. Yes, I do. 

Q. How do you do t h a t ? 

A. We t a k e a b o u t t e n p u b l i c a t i o n s i n t h e 

n a t u r a l gas i n d u s t r y . We a l s o have access t o 

i n f o r m a t i o n by computer t o t h e Department o f Energy. 

Q. Are you f a m i l i a r w i t h m a r k e t demand f o r 

n a t u r a l gas p r o d u c e d i n Permian B a s i n , New Mexico, i n 

p a r t i c u l a r b e i n g p r o d u c e d i n t h e J a l m a t and Eumont 

gas f i e l d s ? 

A. Yes, I am. 

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 area 

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

A. Yes, I am. 

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

f a c i l i t i e s s e r v i n g t h a t area? 
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A. Yes, I am. 

Q. Are you employed by Doyle Hartman t o 

appear t o g i v e t o t h i s Commission e x p e r t t e s t i m o n y on 

n a t u r a l gas m a r k e t s and demands t h a t w o u l d e x i s t f o r 

gas p r o d u c e d i n t h e Eumont and J a l m a t P o o l s ? 

A. Yes, s i r , I am. 

MR. GALLEGOS: We t e n d e r Mr. P e r r y as an 

e x p e r t w i t n e s s on t h a t s u b j e c t . 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? Mr. P e r r y i s so q u a l i f i e d . 

Q. (BY MR. GALLEGOS) Mr. P e r r y , a r e you 

f a m i l i a r w i t h t h e J a n u a r y 1991 OCD o r d e r a l l o w i n g t h e 

minimum a l l o w a b l e o f 600 Mcf a day per acr e a g e f a c t o r 

o f 1 f o r w e l l s i n t h e Eumont Pool and t h e J a l m a t 

Pool? 

A. Yes, s i r , I am. 

Q. And you u n d e r s t a n d t h a t t h i s p r o c e e d i n g 

seeks t o r e q u i r e D o y l e Hartman t o c o n t i n u e t h o s e 

minimums i n e f f e c t on a permanent b a s i s ? 

A. Yes. 

Q. I f you assume t h a t t h a t minimum a l l o w a b l e 

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

re a s o n o f new w e l l s d r i l l e d , r e c o m p l e t i o n s , 

w o r k o v e r s , do you have an o p i n i o n w h e t h e r t h e r e 

e x i s t s a ma r k e t demand f o r t h e gas f r o m t h e J a l m a t 
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and Eumont Pool? 

A. There i s a m a r k e t demand f o r t h e gas t h a t 

f a r exceeds t h e w e l l ' s a b i l i t y t o p r o d u c e . 

Q. Would you d e s c r i b e t h e b a s i s f o r t h a t 

o p i n i o n ? 

A. I n t h e l a s t s e v e r a l y e a r s , t h e gas i n t h e 

Permian B a s i n has been r e d i r e c t e d f r o m t h e C a l i f o r n i a 

m a r k e t on E l Paso t o t h e Midwest and t h e G u l f Coast 

a r e a s . N o r t h e r n N a t u r a l Gas i s s h o r t o f gas i n t h e 

Permian B a s i n , as i s T r a n s w e s t e r n and N a t u r a l Gas 

P i p e l i n e . 

Q. Would you go so f a r as t o say t h e r e i s a 

c l e a r u n d e r s u p p l y o f s o u t h e a s t New Mexico gas? 

A. There i s a s i g n i f i c a n t u n d e r s u p p l y o f 

s o u t h e a s t New Mexico gas. 

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

b e h a v i o r o f gas i n t h a t area? 

A. Yes, i t has. 

Q. L e t me ask you i f you w i l l t a k e b e f o r e you 

what has been marked as E x h i b i t 11 i n t h i s p r o c e e d i n g 

and t e l l t h e examiner what t h a t i s . 

A. T h i s i s a c o m p a r i s o n o f t h e I n s i d e FERC 

p r i c e s c o m p i l e d by McGraw H i l l , p r i c e s r e f l e c t i n g San 

Juan B a s i n gas and Permian B a s i n gas f r o m J a n u a r y 

1991 t o t h e p r e s e n t day. 
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Q. Do you have some r e f l e c t i o n s on t h a t p r i c e 

b e h a v i o r where we see i n a p e r i o d o f t i m e Permian 

p r i c e s above San Juan and t h e n t h e y ' r e coming i n t o a 

co n v e r g e n c e and t h e n d e p a r t i n g again? 

A. Yes. I n t h e J a n u a r y o f 1991 e r a t o 

Ja n u a r y o f 1992, E l Paso N a t u r a l Gas was i n t h e 

p r o c e s s o f b u i l d i n g o r r e c o n s t r u c t i n g i t s San Juan 

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

seam volumes movement f r o m t h e San Juan B a s i n e a s t t o 

P l a i n s on t h e i r system and o f f t h e i r system i n t o 

Texas and t h e Midwest. 

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

c o m p l e t e d i n May o f 1992, Permian B a s i n p r i c e s a r e 

below San Juan B a s i n p r i c e s f o r t h e f i r s t t i m e i n 

s e v e r a l y e a r s , r e f l e c t i n g San Juan B a s i n gas 

aug m e n t i n g Permian B a s i n s u p p l i e s g o i n g e a s t . 

And t h e n s t a r t i n g i n a p p r o x i m a t e l y J u l y o f 

1993, p r i c e s f o r Permian B a s i n gas a g a i n i n c r e a s e 

above t h e San Juan B a s i n p r i c e s and a r e c o n t i n u i n g 

t h a t i n a more s t r o n g t r e n d t o d a y . I n f a c t --

Q. What a c c o u n t s f o r t h a t ? 

A. E l Paso has l i m i t e d c a p a b i l i t y , as do t h e 

o t h e r p i p e l i n e s i n t h e a r e a , t o t r a n s m i t gas t o t h e 

East and t h e Midwest. They're c a p a c i t y l i m i t e d . 

Q. I s t h e r e a p a r t i c u l a r a dvantageous 
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p o s i t i o n i n g o f t h i s s o u t h e a s t New Mexico gas i n te r m s 

of m a r k e t ? 

A. W e l l , i n t e r m s o f t h e p r e v i o u s commitment 

t o C a l i f o r n i a , t h e Permian B a s i n i s t h e f u l c r u m p o i n t 

upon w h i c h a l l gas p r i c e s c e n t e r now. Gas f r o m t h e 

Permian B a s i n goes t o meet demand i n t h e G u l f Coast 

and Midwest f i r s t , and because o f t h e l a c k o f a b i l i t y 

t o b r i n g San Juan B a s i n gas i n t o t o t o t h e Permian 

B a s i n , t h e Permian B a s i n gas goes f i r s t , and t h e r e ' s 

n o t enough a b i l i t y t o pr o d u c e Permian B a s i n gas t o 

s u b s t i t u t e f o r San Juan B a s i n gas. 

Q. I s Permian B a s i n gas a l s o b e i n g u t i l i z e d 

t o s a t i s f y b a c k h a u l s o f San Juan B a s i n - p r o d u c e d gas? 

A. T h a t ' s what I was j u s t p r e v i o u s l y 

r e f e r r i n g t o . There's a p p r o x i m a t e l y 650 m i l l i o n a 

day o f gas t h a t i s b a c k h a u l e d by E l Paso N a t u r a l Gas 

on b e h a l f o f Amoco and M e r i d i a n t o t h e V a l e r o Waha 

and L o n e s t a r Waha f a c i l i t i e s . T h at gas i s a c t u a l l y 

an exchange o f Permian B a s i n gas t h a t goes o f f a t 

Waha. Th a t San Juan B a s i n gas a c t u a l l y ends up g o i n g 

up E l Paso's f a c i l i t i e s i n t h e Permian and i n t o t h e 

Anadarko B a s i n and o f f a t Dumas, Texas. 

Q. I s t h e r e s t i l l a c a l l on demand f o r 

s o u t h e a s t New Mexico gas t o p r o v i d e a s u p p l y f o r t h e 

s o u t h l i n e o f E l Paso t o t h e west t o C a l i f o r n i a ? 
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A. Yes, t h e r e i s . C u r r e n t l y , I ' d e s t i m a t e 

t h i s month the demand f o r gas a t the i n t e r c o n n e c t a t 

B l y t h e w i t h SoCal Gas i s approximately 750 m i l l i o n a 

day. So E l Paso has to have enough gas i n i t s south 

l i n e to s a t i s f y t h a t demand, as w e l l as a l l of i t s 

other commitments to the e a s t . 

Q. Do you agree w i t h the w i t n e s s , I b e l i e v e 

Mr. Green from Chevron, who t e s t i f i e d t h a t he thought 

Permian gas demand was p a r t i c u l a r l y s t r o n g because of 

the f l e x i b i l i t y to go north, e a s t , west or south? 

A. D e f i n i t e l y . 

Q. Mr. P e r r y , do you have an o p i n i o n as to 

what would occur i f the a l l o w a b l e s were reduced i n 

s o u t h e a s t New Mexico i n terms of t h a t h a ving an 

adve r s e impact on p r o d u c t i o n l e v e l s i n the San Juan 

B a s i n ? 

A. As I p r e v i o u s l y s t a t e d , the San Juan B a s i n 

gas c u r r e n t l y i s being backhauled i n the Permian and 

taken o f f system. To the e x t e n t -- and most of the 

Permian gas i s exchanged o f f s y s t e m as w e l l . I f you 

reduce the a l l o w a b l e s below the 600 Mcf a day 

s i g n i f i c a n t l y , you would a c t u a l l y impact the a b i l i t y 

to flow eastward of gas out of the San Juan B a s i n 

because of c a p a c i t y c o n s t r a i n t s i n the E l Paso 

system. 
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Q. So i n y o u r o p i n i o n w o u l d t h a t have an 

ad v e r s e domino e f f e c t ? I t w o u l d n o t o n l y a d v e r s e l y 

i m p a c t s o u t h e a s t New Mexico, b u t a d v e r s e l y i m p a c t 

n o r t h w e s t New Mexico? 

A. I t w o u l d r e d u c e f l o w s i n b o t h b a s i n s . 

Q. Does E x h i b i t No. 10 s e r v e t o d e s c r i b e and 

t o g i v e some c a p a c i t y i n f o r m a t i o n on t h e p r o d u c t i o n 

area f a c i l i t i e s t h a t a r e a v a i l a b l e t o s e r v e t h e 

J a l m a t and Eumont p r o d u c t i o n ? 

A. Yes, i t does. 

Q. Mr. P e r r y , a t my r e q u e s t , d i d you t a k e t h e 

o p p o r t u n i t y t o compare t h e i n f o r m a t i o n shown on t h i s 

E x h i b i t 10 t o a n o t h e r s i m i l a r e x h i b i t t h a t was 

i n t r o d u c e d i n 1990 i n t h i s same p r o c e e d i n g t o 

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

A. Yes, I d i d . 

Q. I n making t h a t c o m p a r i s o n , what 

o b s e r v a t i o n s d i d you make? 

A. There's 30 m i l l i o n a day o f l e s s c a p a c i t y 

a v a i l a b l e i n t h e Permian B a s i n . That means t h e 

p r o d u c t i o n l e v e l s a r e up about 30 m i l l i o n a day over 

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

Q. And d i d you o b s e r v e t h a t some o f t h e s e 

p r o d u c t i o n area f a c i l i t i e s , some o f t h e s e p l a n t s have 

i n c r e a s e d i n t h e i r c a p a c i t i e s s i n c e 1990? 
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A. Yes, t h e y have. 

Q. I s t h e r e adequate c a p a c i t y , i n y o u r 

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

p o o l s t h a t we've seen i n r e s p o n s e t o t h e 600 a day 

minimum a l l o w a b l e ? 

A. More t h a n a dequate. 

Q. Would you d e s c r i b e t h e p i p e l i n e f a c i l i t i e s 

t h a t a r e a v a i l a b l e t o c a r r y gas away f r o m t h i s s u p p l y 

area t o ma r k e t s ? 

A. N o r t h e r n N a t u r a l Gas, N a t u r a l Gas 

P i p e l i n e , E l Paso N a t u r a l Gas, and T r a n s w e s t e r n . 

Q. I s i t y o u r o b s e r v a t i o n , do you have an 

o b s e r v a t i o n w h e t h e r or n o t t h o s e p i p e l i n e s have t h e 

need f o r a d d i t i o n a l s u p p l i e s o f gas f r o m s o u t h e a s t 

New Mexico beyond what i s b e i n g p r o v i d e d t o them 

p r e s e n t l y ? 

A. A l l o f them a r e c u r r e n t l y s u p p l y s h o r t i n 

s o u t h e a s t New Mexico. 

Q. Have you ob s e r v e d any a c t i o n s by o t h e r 

r e g u l a t o r y commissions t h a t w ould r e f l e c t a somewhat 

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

p r e s e n t e d t o t h e New Mexico Commission here? 

A. Yes. Kansas C o r p o r a t i o n Commission 

r e c e n t l y i n c r e a s e d t h e a l l o w a b l e s i n t h e Hugoton 

f i e l d f r o m up t o 15 p e r c e n t . They r a i s e d them 15 
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p e r c e n t , and they allowed i n c r e a s e d d e n s i t y d r i l l i n g . 

Q. Of t h i s demand and l a c k of s u f f i c i e n t 

supply t h a t you've d e s c r i b e d f o r s o u t h e a s t New 

Mexico, has i t r e s u l t e d i n any unusual s t e p s being 

taken by i n t e r s t a t e p i p e l i n e s to attempt to s t i m u l a t e 

t h a t s u p p l y ? 

A. Yes. E l Paso N a t u r a l Gas has d i s c o u n t e d 

r e c e n t l y i t s t r a n s p o r t a t i o n r a t e s f o r gas produced i n 

Permian and Anadarko B a s i n s only f o r r e d e l i v e r y a t 

Topak, A r i z o n a , which i s to C a l i f o r n i a customers. 

And the reason they have done t h a t i s because they 

need to a t t r a c t gas s u p p l i e s i n the Permian and 

Anadarko B a s i n s i n t o t h e i r systems so they can 

exchange i t f o r San Juan B a s i n gas which seeks to go 

e a s t . 

Q. I n your o p i n i o n , Mr. P e r r y , would the 

permanent c o n t i n u a t i o n of S p e c i a l Rule 8 f o r the 

Jalmat and Eumont Pools r e s u l t i n the r e c o v e r y and 

s a l e of gas t h a t would not o t h e r w i s e be produced? 

A. Yes, i t would. 

Q. Were E x h i b i t s 10 and 11 prepared by you, 

Mr. P e r r y , or under your d i r e c t i o n and c o n t r o l ? 

A. Yes, they were. 

MR. GALLEGOS: I move the admiss i o n of 

E x h i b i t s 10 and 11 and pass the w i t n e s s f o r 
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c r o s s - e x a m i n a t i o n . 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? E x h i b i t s 10 and l l w i l l be a d m i t t e d i n t o 

e v i d e n c e . Mr. Ca r r ? 

MR. CARR: No q u e s t i o n s o f Mr. P e r r y . 

EXAMINER STOGNER: Mr. K e l l a h i n ? 

MR. KELLAHIN: No q u e s t i o n s . 

EXAMINER STOGNER: Mr. Morrow? 

EXAMINATION 

BY EXAMINER MORROW: 

Q. I n s i d e FERC, t h a t ' s j u s t o u t o f t h e 

p u b l i c a t i o n ; i s t h a t what t h a t means? 

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

Q. The Waha i n t e r c o n n e c t , where i s t h a t 

l o c a t e d ? 

A. Texas. 

Q. I n Pecos County o r somewhere? 

A. Yes, i t ' s i n Pecos County. 

Q. How does i t o p e r a t e ? Do s e v e r a l companies 

use i t o r — 

A. W e l l , a c t u a l l y , i t ' s t h e t a i l g a t e o f a 

M o b i l p r o c e s s i n g p l a n t , and i t ' s k i n d o f grown t o , I 

guess, a header system where t h e r e a r e a number o f 

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

C e n t r a l Gas Company has bought Odessa N a t u r a l 
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G a s o l i n e f r o m E l Paso s e v e r a l y e a r s ago and b u i l t 

t h a t i n t o a Waha header system w h i c h has c o n n e c t i o n s 

t o L o n e s t a r and s e v e r a l o t h e r p i p e s down t h e r e so 

t h a t more gas can move e a s t t h a n p r e v i o u s l y d i d . 

I t used t o be, about s i x y e a r s ago, t h a t 

i n t r a s t a t e Texas p i p e l i n e s w ould dump t h e i r gas t o go 

west on E l Paso and T r a n s w e s t e r n , and N o r t h e r n would 

a c t u a l l y b a c k h a u l gas f r o m V e n t u r a , Iowa, Canadian 

gas f r o m V e n t u r a , Iowa, down t o Keys t o n e and move i t 

west on E l Paso and T r a n s w e s t e r n , b u t t h a t i s no 

l o n g e r t h e case. They're a c t u a l l y s u p p l y s h o r t , and 

t h e y ' r e p u l l i n g gas f r o m Permian e a s t and t o t h e 

Midw e s t , and San Juan B a s i n gas i s b e i n g b a c k h a u l e d 

t o t h e e a s t . 

EXAMINER MORROW: T h a t ' s a l l . 

EXAMINER STOGNER: I have no o t h e r 

q u e s t i o n s , o r I have no q u e s t i o n s o f t h i s w i t n e s s . 

He may be excused. 

Mr. G a l l e g o s ? 

MR. GALLEGOS: We have n o t h i n g f u r t h e r , 

Mr. Examiner. 

EXAMINER STOGNER: W i t h t h a t , does anybody 

e l s e have a n y t h i n g f u r t h e r i n e i t h e r o f t h e s e 

reopened cases? 

MR. CARR: Mr. S t o g n e r , Arco O i l & Gas 

CUMBRE COURT REPORTING 
P.O. Box 9262 

Santa Fe, New Mexico 85704-9262 
(505) 984-2244 FAX: 984-2092 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0 

2 1 

22 

2 3 

24 

2 5 

104 

Company, now Arco Permian, has r e q u e s t e d t h a t I read 

a b r i e f statement i n t o the r e c o r d , i f I may. 

EXAMINER STOGNER: You may. 

MR. CARR: "Arco O i l & Gas Company i s i n 

support of m a i n t a i n i n g a minimum gas a l l o w a b l e i n the 

Eumont Gas Pool of 600 Mcf per day. Arco completed 

13 workovers or r e c o m p l e t i o n s i n the Eumont Gas Pool 

i n 1993 and d r i l l e d four Eumont Gas Pool w e l l s i n 

1993. Arco i s p l a n n i n g to work over four w e l l s and 

d r i l l two w e l l s i n 1994 i f minimum gas a l l o w a b l e i s 

maintained a t 600 Mcf per day. 

Although the c u r r e n t pool a l l o w a b l e f o r 

October 1993 through March 1994 i s above 600 Mcf per 

day, the 600 Mcf per day minimum a l l o w a b l e i s seen as 

n e c e s s a r y f o r making a prudent investment i n t h e s e 

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

These w e l l s are expected to produce f o r a number of 

y e a r s . " 

The statement as to the J a l m a t Pool i s 

i d e n t i c a l to t h a t f o r the Eumont w i t h the e x c e p t i o n 

t h a t i n the Jalmat Pool, Arco s t a t e s t h a t i n 1993 i t 

completed 21 workovers or r e c o m p l e t i o n s , and i n 1994 

i s p l a n n i n g 14 a d d i t i o n a l workovers i f minimum 

a l l o w a b l e s a r e maintained. 

That's a l l I have. 
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EXAMINER STOGNER: A n y t h i n g f u r t h e r i n 

e i t h e r o f t h e s e cases a t t h i s t i m e ? W i t h t h a t , I 

w i l l t a k e b o t h reopened Cases 10111 f o r t h e J a l m a t 

m a t t e r and reopened Case 10036, w h i c h i s f o r t h e 

Eumont m a t t e r , b o t h under a d v i s e m e n t a t t h i s t i m e . 

And w i t h t h a t , h e a r i n g a d j o u r n e d . 

CUMBRE COURT REPORTING 
P.O. Box 9262 

Santa Fe, New Mexico 85704-9262 
(505) 984-2244 FAX: 984-2092 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0 

2 1 

22 

23 

24 

25 

106 

CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 

) s s . 

COUNTY OF SANTA FE ) 

I , Deborah O'Bine, C e r t i f i e d S h o r t h a n d 

R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY t h a t I 

caused my n o t e s t o be t r a n s c r i b e d under my p e r s o n a l 

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

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

h e a r i n g . 

I FURTHER CERTIFY t h a t I am n o t a r e l a t i v e 

or employee o f any o f t h e p a r t i e s o r a t t o r n e y s 

i n v o l v e d i n t h i s m a t t e r and t h a t I have no p e r s o n a l 

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

WITNESS MY HAND AND SEAL, F e b r u a r y 28, 

1994 . 

DEBORAH O'BINE 
CCR No. 63 

I do hereby certify that the foregoing is 
a complete record of the proceedings in 
the Examiner hearlngjtf Case No. J0O264.*S/0"'(\ 
heard by me on 1 9 ^ . ^ 

, Examine 
Oil Conservation Division 
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