
1 

1 STATE OF NEW MEXICO 

2 ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

3 OIL CONSERVATION DIVISION 

4 CASE 10138 

5 

6 

7 EXAMINER HEARING 

8 

9 IN THE MATTER OF: 

10 

11 A p p l i c a t i o n of Arco O i l & Gas Company f o r 

12 Amendment of t h e S p e c i a l Rules and 

13 R e g u l a t i o n s f o r t h e Empire-Abo P r e s s u r e 

14 M a i n t e n a n c e P r o j e c t , Eddy C o u n t y , New Mexico 

15 

16 

17 TRANSCRIPT OF PROCEEDINGS 

18 

19 BEFORE: MICHAEL E. STOGNER, EXAMINER 

20 

21 STATE LAND OFFICE BUILDING 

22 SANTA FE, NEW MEXICO 

23 Oct o b e r 3 1 , 1990 

24 

CUMBRE COURT REPORTING 
(505) 984-2244 



2 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A P P E A R A N C E S 

FOR THE DIVISION: 

FOR THE APPLICANT: 

FOR OXY USA, INC. 
and LARRY GARCIA: 

FOR GAS COMPANY of 
NEW MEXICO: 

ROBERT G. STOVALL, ESQ. 
L e g a l Counsel t o t h e D i v i s i o n 
Post O f f i c e Box 2088 
S t a t e Land O f f i c e B u i l d i n g 
Santa Fe, N.M. 87504-2088 

WILLIAM F. CARR, ESQ. 
Campb e l l & B l a c k , P.A. 
Post O f f i c e Box 2208 
Santa Fe, N.M. 87504-2208 

W. THOMAS KELLAHIN, ESQ. 
K e l l a h i n , K e l l a h i n & Aubrey-
Post O f f i c e Box 2265 
Santa Fe, N.M. 87504-2265 

RONALD F. HORN, ESQ. 
K e l e h e r & McLeod , P.A. 
P u b l i c S e r v i c e B u i l d i n g 
Post O f f i c e Drawer AA 
A l b u q u e r q u e , N.M. 87103 

CUMBRE COURT REPORTING 
(505) 984-2244 



3 

1 I N D E X 

2 Page Number 

3 Appearances 2 

4 GARY SMALLWOOD 

5 E x a m i n a t i o n by Hr. C a r r 7 
E x a m i n a t i o n by Mr. K e l l a h i n 24 

6 E x a m i n a t i o n by H e a r i n g Examiner 26 
E x a m i n a t i o n by Mr. S t o v a l l 26 

7 
TOMMY H. SANDERS 

8 
E x a m i n a t i o n by Mr. Horn 28 

9 E x a m i n a t i o n by Mr. S t o v a l l 32 

10 C e r t i f i c a t e of R e p o r t e r 34 

11 E X H I B I T S 

12 APPLICANT'S EXHIBITS: 

13 E x h i b i t 1 8 
E x h i b i t 2 9 

14 E x h i b i t 3 11 
E x h i b i t 4 14 

15 E x h i b i t 4-A 17 
E x h i b i t 5 19 

16 E x h i b i t 6 22 
E x h i b i t 7 22 

17 E x h i b i t 8 22 
E x h i b i t 9 23 

18 

19 

20 

21 

22 

23 

24 

25 

CUMBRE COURT REPORTING 
(505) 984-2244 



4 

1 EXAMINER STOGNER: We'll c a l l next case, 

2 No. 10138 . 

3 MR. STOVALL: A p p l i c a t i o n of ARCO O i l & Gas 

4 Company f o r amendment of the s p e c i a l r u l e s and 

5 r e g u l a t i o n s f o r the Empire-Abo Pressure Maintenance 

6 P r o j e c t , Eddy County, New Mexico. 

7 EXAMINER STOGNER: C a l l f o r appearances. 

8 MR. CARR: May i t please the Examiner, my 

9 name i s W i l l i a m F. Carr w i t h the law f i r m Campbell & 

10 Black, P.A. of Santa Fe. I r e p r e s e n t ARCO O i l & Gas 

11 Company, and I have one w i t n e s s . 

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

13 appearances i n t h i s m atter? 

14 MR. KELLAHIN: Mr. Examiner, I'm Tom 

15 K e l l a h i n of the Santa Fe Law Firm of K e l l a h i n , 

16 K e l l a h i n and Aubrey, appearing today on b e h a l f of OXY 

17 USA, I n c . I n a d d i t i o n , I'm e n t e r i n g an appearance f o r 

18 Mr. L a r r y Garcia on be h a l f of Marathon O i l Company. 

19 EXAMINER STOGNER: W i l l you have any 

20 w i t n e s s e s , Mr. K e l l a h i n ? 

21 MR. KELLAHIN: No, s i r . 

22 EXAMINER STOGNER: Does anybody e l s e have 

23 any oth e r e n t r i e s of appearance? 

24 I f n o t , Mr. Carr? 

25 MR. STOVALL: Mr. Examiner, b e f o r e we go 
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1 on, I do know t h a t Gas Company of New Mexico has got 

2 some i n t e r e s t i n t h i s case and had assumed they would 

3 come o u t . I have had c o n v e r s a t i o n s w i t h them and I 

4 thought they would be here. 

5 MR. CARR: Yes, and we t a l k e d t o Mr. Horn 

6 and they were coming up t h i s morning and were p l a n n i n g 

7 t o be here e a r l y . I don't know i f they i n t e n d t o 

8 present any t e s t i m o n y . Yesterday they seemed t o be 

9 coming here t o l i s t e n . 

10 MR. STOVALL: That was my u n d e r s t a n d i n g . I 

11 t a l k e d t o nonlawyer t y p e s . 

12 MR. CARR: I f you want t o run another one 

13 thr o u g h w h i l e we w a i t f o r them, I c e r t a i n l y have no 

14 o b j e c t i o n t o t h a t . 

15 EXAMINER STOGNER: W e l l , i f n o t , why don't 

16 we j u s t h o l d on t o t h i s one and w e ' l l c a l l another 

17 case. 

18 MR. CARR: That would be f i n e . 

19 EXAMINER STOGNER: Okay. 

20 MR. STOVALL: Le t ' s note f o r t h e record 

21 t h a t the reason we are doing t h a t i s because the 

22 proposed r u l e changes are f o r the b e n e f i t of th e Gas 

23 Company. 

24 MR. CARR: Yes, they a r e . 

25 (Thereupon, the proceedings i n the 
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1 a f o r e c a p t i o n e d case were recessed; f o l l o w i n g which 

2 time these proceedings were had, t o - w i t : ) 

3 EXAMINER STOGNER: We'll r e c a l l Case No. 

4 10138. I b e l i e v e we have Mr. Carr and Mr. K e l l a h i n 

5 e n t e r i n g t h e i r appearances. 

6 Are t h e r e any oth e r appearances i n Case 

7 10138, the a p p l i c a t i o n of ARCO O i l & Gas Company? 

8 MR. HORN: Yes, s i r , Ronald F. Horn, w i t h 

9 the law f i r m of Keleher & McLeod, appearing on b e h a l f 

10 of the Gas Company of New Mexico. 

11 EXAMINER STOGNER: And you're r e p r e s e n t i n g 

12 the Gas Company of New Mexico? 

13 MR. HORN: That's c o r r e c t . 

14 EXAMINER STOGNER: W i l l you be having any 

15 w i t n e s s e s , Mr. Horn? 

16 MR. HORN: Yes, I w i l l . 

17 EXAMINER STOGNER: How many? 

18 MR. HORN: One. 

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

20 appearances? 

21 Mr. Carr? 

22 MR. STOVALL: The witnesses need t o be 

2 3 sworn. 

24 EXAMINER STOGNER: That's r i g h t , we d i d n ' t 

25 do t h a t . A l l the witnesses need t o stand t o be sworn 
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1 at t h i s t i m e . 

2 GARY SMALLWOOD 

3 the wi t n e s s h e r e i n , a f t e r having been f i r s t d u l y sworn 

4 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 : 

5 EXAMINATION 

6 BY MR. CARR: 

7 Q. Would you s t a t e your f u l l name f o r t h e 

8 record , please? 

9 A. My name i s Gary Brook Smallwood. 

10 Q. Mr. Smallwood, where do you re s i d e ? 

11 A. Mid l a n d , Texas. 

12 Q. By whom are you employed and i n what 

13 c a p a c i t y ? 

14 A. I'm employed by ARCO O i l & Gas as a 

15 petroleum engineer. 

16 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 the 

17 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 and had your 

18 c r e d e n t i a l s accepted and made a m a t t e r of record? 

19 A. Yes, I have. 

20 Q. At t h a t time were you q u a l i f i e d as a 

21 petroleum engineer? 

22 A. Y e s , I was. 

23 Q. Does your area of r e s p o n s i b i l i t y w i t h ARCO 

24 i n c l u d e the Empire-Abo U n i t ? 

25 A. Yes, i t does. 
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1 Q. Are you f a m i l i a r w i t h t h e a p p l i c a t i o n f i l e d 

2 i n t h i s case on b e h a l f of ARCO? 

3 A. Yes, s i r , I am. 

4 MR. CARR: Are the w i t n e s s ' s q u a l i f i c a t i o n s 

5 acceptable? 

6 EXAMINER STOGNER: Are t h e r e any 

7 o b j e c t i o n s ? His c r e d e n t i a l s are a c c e p t a b l e . 

8 Q. Would you b r i e f l y s t a t e what ARCO seeks 

9 w i t h t h i s a p p l i c a t i o n ? 

10 A. We seek amendment of the s p e c i a l pool r u l e s 

11 and r e g u l a t i o n s of the Empire-Abo Pressure Maintenance 

12 P r o j e c t t o p e r m i t the w i t h d r a w a l of extraneous gas 

13 d u r i n g the w i n t e r months and make up w i t h s t r o n g gas, 

14 p l u s 12 percent i n c r e m e n t a l gas, t o compensate f o r 

15 f u e l use shrinkage and any e r r o r s . 

16 Q. Could you i d e n t i f y what has been marked as 

17 ARCO E x h i b i t No. 1 and review i t f o r Mr. Stogner? 

18 A. Yes. This i s a p l a t of the area t h a t shows 

19 the u n i t i z e d area of the Empire-Abo U n i t . The l a r g e , 

20 nonshaded p o r t i o n , r e p r e s e n t s the ARCO Empire-Abo 

21 U n i t . The areas t h a t are shaded r e p r e s e n t t r a c t s t h a t 

22 d i d not p a r t i c i p a t e i n the ARCO Empire-Abo U n i t , and 

23 the l a r g e s t of the shaded areas r e p r e s e n t s the 

24 OXY-operated U n i t . 

25 Q. When was the Empire-Abo U n i t formed? 
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1 A. I n October of 1973. 

2 Q. And when d i d pressure maintenance 

3 o p e r a t i o n s commence i n t h i s u n i t ? 

4 A. I n June of 197 4. 

5 Q. What are the n a t u r e of the pr e s s u r e 

6 maintenance o p e r a t i o n s t h a t are being conducted i n 

7 t h i s u n i t ? 

8 A. What pressure maintenance means i s t h a t we 

9 do not s e l l gas. We produce the gas and send i t 

10 t h r o u g h a g a s o l i n e p l a n t and s t r i p out the n a t u r a l gas 

11 l i q u i d s and then r e i n j e c t the dry residue gas back 

12 i n t o the r e s e r v o i r t o m a i n t a i n the pre s s u r e i n the 

13 r e s e r v o i r and hel p recover a d d i t i o n a l hydrocarbons. 

14 Q. A d d i t i o n a l gas i s al s o i n j e c t e d i n t o t h i s 

15 r e s e r v o i r pursuant t o OCD a p p r o v a l , i s t h a t c o r r e c t ? 

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

17 Q. Could you r e f e r t o what has been marked as 

18 ARC0 E x h i b i t No. 2, i d e n t i f y t h a t , and then review 

19 what t h i s e x h i b i t shows? 

20 A. ARCO E x h i b i t No. 2 i s a summary of the 

21 r e g u l a t o r y h i s t o r y on the ARCO Empire-Abo U n i t . You 

22 can see the f i r s t Order No. R-4548 was the appr o v a l of 

23 the U n i t Agreement; and the next one, R-4549 

24 e s t a b l i s h e d the Pressure Maintenance P r o j e c t i t s e l f . 

25 Amendments A through C were b a s i c a l l y 

CUMBRE COURT REPORTING 
(505) 984-2244 



10 

1 expansions of the Empire-Abo U n i t t h a t brought on 

2 a d d i t i o n a l acreage i n t o the u n i t . Amendment D i s t h e 

3 u n i t t h a t I want t o h i g h l i g h t t h i s morning. I t was 

4 approved on November 17, 1975. This was t h e amendment 

5 t h a t p r o v i d e d f o r the i n j e c t i o n of up t o 35 m i l l i o n 

6 cubic f e e t per day of extraneous gas i n t o the Abo 

7 Formation, and t h i s was the amendment t h a t allowed the 

8 Gas Company of New Mexico t o s t o r e o u t s i d e gas i n t o 

9 the Empire-Abo U n i t . 

10 Amendment E allowed f o r t h e d r i l l i n g of 

11 h o r i z o n t a l w e l l s i n the Empire-Abo U n i t , and Amendment 

12 F was an a l l o w a b l e change i n the u n i t . The two v e r b a l 

13 a p p r o v a l s t h a t I've noted at the bottom of t h e page, 

14 one occurred on February 7, 1989, and one on December 

15 26, 1989, were a p p r o v a l s t h a t we r e c e i v e d i n response 

16 t o emergency requests f o r the Gas Company of New 

17 Mexico t o o b t a i n gas t o meet inclement weather needs. 

18 I have i n c l u d e d l e t t e r s t h a t support these 

19 v e r b a l a p p r o v a l s w i t h t h i s E x h i b i t No. 2. There are 

20 two l e t t e r s f o r each of the v e r b a l a p p r o v a l s . The 

21 f i r s t one i s dated February 7 t h , w r i t t e n t o Mr. LeMay 

22 from Mr. Steve Smith w i t h ARCO, who i s t h e Senior 

23 P r o d u c t i o n S u p e r i n t e n d e n t , documenting the v e r b a l 

24 approval t o withdraw gas f o r the Gas Company of New 

25 Mexico t o use d u r i n g inclement weather t i m e s . 
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1 The second l e t t e r i s w r i t t e n from Mr. 

2 G r i f f i t h s t o Mr. Sanders t h a t c o n f i r m s t h e arrangement 

3 t h a t was made f o r the w i t h d r a w a l of the gas w i t h t h e 

4 Gas Company of New Mexico. 

5 The t h i r d l e t t e r r e f e r s t o the v e r b a l 

6 approval t h a t was re c e i v e d i n December of 1989. I t 

7 was w r i t t e n from Mr. B r i n k e r of ARCO t o Mr. Sanders 

8 w i t h Gas Company of New Mexico c o n f i r m i n g t h e i r 

9 agreement and t h e i r arrangement f o r t h e i r v e r b a l 

10 ap p r o v a l t o withdraw gas. 

11 The f o u r t h l e t t e r i s w r i t t e n t o Mr. LeMay 

12 from Diane S t r o t h e i d e of ARCO O i l & Gas t o c o n f i r m t h e 

13 v e r b a l approval from ARCO O i l & Gas. 

14 Q. What t h i s shows, Mr. Smallwood, i s d u r i n g 

15 the l a s t two w i n t e r s t h e r e have been emergency needs 

16 f o r w i t h d r a w a l of gas from the Empire-Abo U n i t t o meet 

17 Gas Company of New Mexico's demand; i s t h a t r i g h t ? 

18 A. That's c o r r e c t , and we attempted t o 

19 document t h a t w i t h the fo u r l e t t e r s t h a t I j u s t 

2 0 summa r i z ed. 

21 Q. Let's go t o ARCO E x h i b i t No. 3. I would 

22 ask you t o i d e n t i f y and review t h a t f o r Mr. Stogner. 

23 A. E x h i b i t No. 3 i s a t a b u l a t i o n of t h e 

24 w i t h d r a w a l s t h a t have occurred d u r i n g those r e c e n t 

25 p e r i o d s of w i t h d r a w a l . You can see i n February of 89 
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1 t h a t t h e r e were 17 m i l l i o n c u b i c f e e t of gas withdrawn 

2 and the gas was begun t o be replaced i n June of 1989 

3 and J u l y of 1989, and then again i n December of 89 

4 more w i t h d r a w a l s occurred t o meet in c l e m e n t weather 

5 needs, and replacement began again i n March of 1990 

6 and co n t i n u e d u n t i l i t was a l l r e p l a c e d , p l u s an 

7 a d d i t i o n a l 12 p e r c e n t . The a d d i t i o n a l 12 per c e n t was 

8 the 4.9 m i l l i o n net cum t h a t ' s shown t h e r e on t h e 

9 lower p a r t of the e x h i b i t . 

10 Q. When we're t a l k i n g about extraneous gas, 

11 what are we t a l k i n g about? 

12 A. Extraneous gas i s gas t h a t comes from 

13 o u t s i d e the u n i t , t h a t does not belong t o the u n i t and 

14 never has belonged t o the u n i t . 

15 Q. I s a l l of the extraneous gas c u r r e n t l y i n 

16 the Empire-Abo U n i t , Gas Company of New Mexico gas? 

17 A. Yes, i t i s . 

18 Q. I t h i n k maybe what you ought t o e x p l a i n t o 

19 the Examiner i s why ARCO i s b r i n g i n g t h i s m a t t e r t o 

20 the OCD at t h i s t i m e . What i s ARCO's o b j e c t i v e ? 

21 A. We would l i k e t o make the gas a c c e s s i b l e t o 

22 the Gas Company of New Mexico d u r i n g the w i n t e r months 

23 and, at the same t i m e , manage as a prudent o p e r a t o r t o 

24 m a i n t a i n the r e s e r v o i r . 

25 Q. I s what you're proposing something t h a t 
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1 w i l l f o r m a l i z e t h e a r r a n g e m e n t f o r w i t h d r a w a l s i n 

2 subseque n t w i n t e r s ? 

3 A . Yes, t h a t ' s r i g h t . 

4 Q. How d i d you go about g e t t i n g t o t h i s p o i n t 

5 i n t e r m s of r e v o l v i n g t h i s m a t t e r w i t h t h e Gas 

6 Company? 

7 A. We p a r t i c i p a t e d i n a s e r i e s of m e e t i n g s 

8 w i t h t h e Gas Company of New Mexico o v e r q u i t e an 

9 e x t e n d e d p e r i o d of t i m e . Each t i m e b o t h t h e Gas 

10 Company o f New Mexico and ARCO made p r o p o s a l s , and 

11 each t i m e b o t h p a r t i e s went back and s t u d i e d t h e 

12 p r o p o s a l s and each company's p o s i t i o n , and we f e e l 

13 we've re a c h e d an agreement t h a t w i l l a l l o w Gas Company 

14 t o have access t o t h e i r gas d u r i n g t h e w i n t e r months 

15 and, a t t h e same t i m e , p r u d e n t l y manage t h e r e s e r v o i r . 

16 Q. Are t h e r e c o n t i n g e n c i e s t h a t must be met 

17 b e f o r e t h i s agreement can a c t u a l l y be f i n a l i z e d ? 

18 A. Yes, t h e r e a r e c o n t i n g e n c i e s t h a t a r e 

19 c o n t i n g e n t upon t h e a p p r o v a l of t h e OCD and upon 

20 a p p r o v a l of o t h e r g o v e r n m e n t a l a u t h o r i t i e s . 

21 Q. Now l e t ' s go t o E x h i b i t No. 4, and I would 

22 ask you t o i d e n t i f y and r e v i e w t h a t f o r t h e E x a m i n e r . 

23 MR. STOVALL: Mr. C a r r , may I i n t e r r u p t 

24 you? 

25 MR. CARR: Yes. 
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1 MR. STOVALL: To make sure t h a t I 

2 understand c l e a r l y what we're t a l k i n g about, when you 

3 r e f e r t o extraneous gas, i t i s gas owned by Gas 

4 Company of New Mexico and what's happening i s i t ' s 

5 being stored? 

6 THE WITNESS: That's c o r r e c t . 

7 MR. STOVALL: And ARCO i s b e n e f i t i n g 

8 because i t ' s h e l p i n g t o m a i n t a i n pressure i n t h e 

9 r e s e r v o i r , i s t h a t c o r r e c t ? 

10 THE WITNESS: That's c o r r e c t . 

11 MR. STOVALL: From t h a t sense, i t doesn't 

12 a f f e c t any r o y a l t y owners or replace any gas owners? 

13 THE WITNESS: No, i t doesn't. That's 

14 r i g h t . 

15 MR. STOVALL: Okay. Thank you. Continue. 

16 Q. (BY MR. CARR) Le t ' s go t o E x h i b i t 4. 

17 A. E x h i b i t 4 i s a p l o t of a l l the p r o d u c t i o n 

18 from the u n i t . I t shows water p r o d u c t i o n , o i l 

19 p r o d u c t i o n , g a s / o i l r a t i o s , gas p r o d u c t i o n , and the n 

20 gas i n j e c t i o n . 

21 I f y o u ' l l look over on the lower r i g h t - h a n d 

22 s i d e , y o u ' l l see t h e r e are t h r e e curves t h e r e t h a t 

23 k i n d of come t o g e t h e r , one of them being t h e gas 

24 p r o d u c t i o n curve where i t shows we've produced 

25 anywhere from 60 t o 65 m i l l i o n cubic f e e t per day of 
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1 wet gas--or t h a t would be gas t h a t c o n t a i n s n a t u r a l 

2 gas l i q u i d s . 

3 Then we r e i n j e c t , i f you look a t the gas 

4 i n j e c t i o n c u r v e , anywhere from 40 t o 45 m i l l i o n c ubic 

5 f e e t of gas per day, which i s the dry gas, which i s 

6 the gas t h a t ' s simply been shrunk out because the 

7 n a t u r a l gas l i q u i d s have been recovered from i t . 

8 EXAMINER STOGNER: I f I c o u l d , on t h e gas 

9 i n j e c t i o n , does t h a t a l s o i n c l u d e the extraneous gas? 

10 THE WITNESS: I t would, i f t h e r e were 

11 extraneous gas being i n j e c t e d , yes. There has not 

12 been extraneous gas i n j e c t e d f o r q u i t e some t i m e , 

13 other than the makeup t h a t we showed you i n E x h i b i t 

14 3 . 

15 EXAMINER STOGNER: And t h i s makeup, would 

16 t h a t be al s o on t h i s c h a r t ? 

17 THE WITNESS: Yes. And i n f a c t , t h e 

18 w i t h d r a w a l s show up here, t o o . I t r i e d t o mark them 

19 w i t h a y e l l o w mark on your E x h i b i t 4. I f y o u ' l l look 

20 on the lower r i g h t - h a n d s i d e , y o u ' l l see a couple of 

21 y e l l o w marks and they should be February of 89 and 

22 December of 89 where the gas i n j e c t i o n decreased 

23 momentarily t h e r e . 

24 Q. (BY MR. CARR) That decrease i n the 

25 i n j e c t i o n r a t e i s because gas was being withdrawn 
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1 pursuant t o the emergency arrangements w i t h the Gas 

2 Company? 

3 A. That's c o r r e c t . And when you look a t t h e 

4 o i l r a t e curve t h e r e , we don't observe any n o t i c e a b l e 

5 change i n our o i l p r o d u c t i o n r a t e c u r v e . 

6 Q. Have you conducted o t h e r reviews of the 

7 r e s e r v o i r t o determine whether or not t h e r e would be 

8 any adverse e f f e c t r e s u l t i n g from what i s proposed 

9 today? 

10 A. Yes, wehave. 

11 Q. Would you r e f e r t o E x h i b i t No. 4-A, 

12 i d e n t i f y t h a t - -

13 EXAMINER STOGNER: Mr. Car r , b e f o r e we 

14 leave E x h i b i t 4, I want t o make sure I understand. On 

15 the gas p r o d u c t i o n c u r v e , i s t h a t a l s o going t o show 

16 the e x t r a c t i o n of the extraneous gas? I s t h a t 

17 considered gas p r o d u c t i o n , or are we t a l k i n g about 

18 j u s t gas p r o d u c t i o n from the f i e l d now? 

19 THE WITNESS: Yes, i t would show up on 

20 these curves as gas p r o d u c t i o n . 

21 EXAMINER STOGNER: Okay. So i n February 

22 you withdrew 17--

23 THE WITNESS: — m i l l i o n cubic f e e t . 

24 EXAMINER STOGNER: R i g h t , and I show a 

25 l i t t l e d i p on the gas p r o d u c t i o n , so t h a t would 
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1 account f o r the 17 MMcf? 

2 THE WITNESS: No, I don't t h i n k so, Mr. 

3 Stogner. These numbers are so sm a l l compared t o t h e 

4 65 m i l l i o n c ubic f e e t a day t h a t we're p r o d u c i n g , t h a t 

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

6 a f f e c t e d t h a t . 

7 EXAMINER STOGNER: But i f i t was able t o 

8 show up on here, those f i g u r e s would be accounted f o r 

9 gas p r o d u c t i o n ? 

10 THE WITNESS: Yes. 

11 EXAMINER STOGNER: So maybe gas e x t r a c t i o n 

12 i s more the term--

13 THE WITNESS: Yes. 

14 EXAMINER STOGNER: --as f a r as p r o d u c t i o n ? 

15 When I t h i n k of p r o d u c t i o n I'm t h i n k i n g of your gas 

16 p r o d u c t i o n coming o f f the f i e l d i t s e l f , but w i t h t h i s 

17 extraneous gas t h a t ' s a l s o being i n t e r m i x e d i n th e r e ? 

18 THE WITNESS: Yes. I t h i n k I f o l l o w e d your 

19 q u e s t i o n p r o p e r l y . 

20 EXAMINER STOGNER: W e l l , I know what I'm 

21 t h i n k i n g o f . So, okay. I'm s o r r y , Mr. Carr. I j u s t 

22 wanted t o make sure. 

23 Q. (BY MR. CARR) A l l r i g h t , are you ready t o 

24 go t o E x h i b i t 4-A? 

25 A. Yes. 
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1 Q. Why d o n ' t you i d e n t i f y t h a t and then rev iew 

2 the numbers f o r Mr. Stogner? 

3 A. E x h i b i t 4-A i s a t a b u l a t i o n of some 

4 c a l c u l a t i o n s t h a t I've done t o e s t i m a t e t h e e f f e c t of 

5 w i t h d r a w i n g some gas from the r e s e r v o i r . C u r r e n t l y 

6 the r e s e r v o i r pressure i s 830 pounds, and w i t h t h a t 

7 r e s e r v o i r pressure the c u r r e n t gas f o r m a t i o n volume 

8 f a c t o r i s 333 standard c u b i c f e e t per r e s e r v o i r 

9 b a r r e l . 

10 And w i t h t h a t c o n v e r s i o n f a c t o r , t h e 333 

11 standard c u b i c f e e t per b a r r e l , I converted a 

12 w i t h d r a w a l , an assumed w i t h d r a w a l of 300 m i l l i o n 

13 standard c u b i c f e e t of gas t o r e s e r v o i r c o n d i t i o n s . 

14 That equates t o 900 thousand b a r r e l s of a r e s e r v o i r 

15 pore volume. 

16 I n 1989, the voidage from the ARCO-operated 

17 Empire-Abo U n i t was 19 m i l l i o n r e s e r v o i r b a r r e l s . 

18 That voidage of 19 m i l l i o n r e s e r v o i r b a r r e l s r e s u l t e d 

19 i n a pressure d e c l i n e of 54 pounds. 

20 Using the converted w i t h d r a w a l amount of 

21 300 m i l l i o n cubic f e e t of gas or the 900 b a r r e l s of 

22 r e s e r v o i r pore volume and the 19 m i l l i o n and t h e 54 

23 pounds as a r a t i o , I computed t h a t w i t h d r a w i n g 300 

24 m i l l i o n c ubic f e e t of gas, the pressure c o u l d be 

25 expected t o d e c l i n e 2.6 pounds, or o n l y .3 p e r c e n t . 
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1 That assumes, of course, t h a t you don't r e p l a c e i t and 

2 we are going t o replace the 300 m i l l i o n c u b i c f e e t of 

3 gas, and we're not o n l y going t o replace i t , but i t 

4 w i l l be repl a c e d w i t h an a d d i t i o n a l 12 percent of gas. 

5 Q. Can you a c t u a l l y q u a n t i f y the impact on 

6 r e c o v e r i e s from the u n i t at t h i s time? 

7 A. We see no harm t o th e proposed o p e r a t i o n 

8 and, i f a n y t h i n g , the a d d i t i o n a l 12 per c e n t of makeup 

9 gas may hel p recover a d d i t i o n a l hydrocarbons. 

10 Q. Le t ' s go t o what has been marked as ARCO 

11 E x h i b i t No. 5. I would ask you t o i d e n t i f y t h a t and 

12 then review i t f o r the Examiner. 

13 A. E x h i b i t 5 i s our proposed Rule 4 f o r the 

14 amendment. 

15 Q. Mr. Smallwood, maybe i t would be h e l p f u l t o 

16 go f i r s t t o a copy of Order No. R-4549-F which i s 

17 a t t a c h e d t o t h i s e x h i b i t , and i n d i c a t e the language 

18 t h a t i s being d e l e t e d . 

19 A. The language t h a t i s going t o be changed 

20 and d e l e t e d i s h i g h l i g h t e d i n y e l l o w on the next t o 

21 the l a s t page of E x h i b i t 5, on t h e back s i d e . 

22 Q. And t h i s i s the language which s e t s f o r t h 

23 the w i t h d r a w a l r a t e s from the u n i t under e x i s t i n g 

24 r u l e s ? 

25 A. Yes, i t i s . 
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1 Q. Le t ' s go t o the f i r s t page of E x h i b i t s 5 

2 and I would ask you t o review the new language t h a t 

3 ARCO i s proposing? 

4 A. We are proposing t o a l l o w w i t h d r a w a l of up 

5 t o 300 m i l l i o n cubic f e e t of gas d u r i n g the w i n t e r 

6 p e r i o d , November 1 throu g h March 31 of 1990, thro u g h 

7 1996 . 

8 Q. That's i n c l u d e d i n what i s marked 

9 subparagraph A? 

10 A. Yes, i t i s . That withdrawn gas w i l l be 

11 replaced d u r i n g the f o l l o w i n g summer seasons a t a r a t e 

12 not t o exceed 2.3 m i l l i o n c ubic f e e t of gas per day. 

13 We're a l s o proposing t o incr e a s e the amount 

14 of gas t h a t can be withdrawn from the years 1996 

15 t h r o u g h 1998, t o 800 m i l l i o n c u b i c f e e t of gas at a 

16 r a t e not t o exceed 5.5 m i l l i o n cubic f e e t of gas per 

17 day. 

18 Q. That's the replacement won't exceed t h a t 

19 5.5 m i l l i o n ? 

20 A. That's r i g h t . And, i n a d d i t i o n t o t h i s , 

21 a l l the withdrawn gas must be replaced and made up 

22 w i t h an a d d i t i o n a l 12 percent of gas t o compensate f o r 

23 any f u e l usage or any shrinkage or met e r i n g e r r o r s 

24 t h a t may occur. 

25 I n a d d i t i o n , no extraneous gas may be 
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1 withdrawn d u r i n g the w i n t e r season u n t i l a l l t h e gas 

2 t h a t was withdrawn d u r i n g the preceding w i n t e r season 

3 i s r e p l a c e d , p l u s an a d d i t i o n a l 12 p e r c e n t . 

4 And, f u r t h e r , the p r o v i s i o n s of paragraphs 

5 A th r o u g h D are i n e f f e c t u n t i l the date the Pressure 

6 Maintenance P r o j e c t ceases or u n t i l November 1, 1998, 

7 whichever occurs f i r s t . 

8 Q. Have you reviewed t h i s p r o p o s a l w i t h t h e 

9 working i n t e r e s t owners i n the u n i t ? 

10 A. Yes, we have . 

11 Q. What response have you received? 

12 A. We have r e c e i v e d a f f i r m a t i v e v o t e s from 39 

13 working i n t e r e s t owners, f o r more than 80 p e r c e n t 

14 a p p r o v a l . We were r e q u i r e d t o have app r o v a l of four 

15 owners, t o t a l i n g 65 p e r c e n t . 

16 Q. So at t h i s p o i n t , i n excess of 80 pe r c e n t 

17 o f - - t h e owners of 80 percent of the working i n t e r e s t 

18 have approved t h i s plan? 

19 A. Yes, they have. 

20 Q. Have you re c e i v e d any ne g a t i v e votes? 

21 A. No, t h e r e have been no ne g a t i v e v o t e s . 

22 Q. Have you reviewed t h i s p r oposal w i t h t h e 

23 Bureau of Land Management? 

24 A. Yes, we have. 

25 Q. What s o r t of a response have you r e c e i v e d 
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1 from them? 

2 A. We re c e i v e d a signed approval from them. 

3 We submitted an amended p l a n of o p e r a t i o n f o r 1990, 

4 E x h i b i t No. 6, i n which we s t a t e d our i n t e n t i o n s t o 

5 withdraw up t o 300 m i l l i o n c ubic f e e t of gas and then 

6 replace i t i n the f o l l o w i n g summer months. 

7 Q. And t h i s e x h i b i t c o n t a i n s Mr. Lara's 

8 s i g n a t u r e , i n d i c a t i n g BLM approval? 

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

10 Q. Have you reviewed t h i s w i t h t h e New Mexico 

11 Commissioner of P u b l i c Lands? 

12 A. Yes, we have. We submitted the same 

13 amended pl a n of o p e r a t i o n t o the New Mexico P u b l i c 

14 Lands and they also signed i t and approved i t , and 

15 i t ' s i n c l u d e d as E x h i b i t No. 7. 

16 Q. Now, Mr. Smallwood, has t h i s p r o p o s a l a l s o 

17 been presented t o the New Mexico P u b l i c Service 

18 Commission? 

19 A. Yes, i t has. 

20 Q. And has t h e i r approval also been obtained? 

21 A. Y e s , i t has. 

22 Q. Would you i d e n t i f y what has been marked as 

23 ARCO E x h i b i t No. 8? 

24 A. ARCO E x h i b i t No. 8 i s our proposed o r d e r . 

25 Q. This i s j u s t a proposed order t h a t c o n t a i n s 
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1 the same language t h a t was set f o r t h i n E x h i b i t No. 5, 

2 the amendment t o Rule 4? 

3 A. Yes, i t i s . 

4 Q. How soon do you hope t o have an order i n 

5 t h i s m a t t e r ? 

6 A. We would l i k e t o have one by December 1 , 

7 1990, f o r t h i s year's w i n t e r season, and we hope i t 

8 doesn't get hung up. 

9 Q. Have you p r o v i d e d n o t i c e of t h i s 

10 a p p l i c a t i o n t o a l l o p e r a t o r s of w e l l s i n t h e u n i t , a l l 

11 unleased m i n e r a l i n t e r e s t owners w i t h i n the p o o l , and 

12 a l l o p e r a t o r s w i t h i n one m i l e of the pool? 

13 A. Yes, we have. 

14 Q. Was t h a t n o t i c e p r o v i d e d by c e r t i f i e d m a i l ? 

15 A. Yes, i t was. 

16 Q. I s E x h i b i t No. 9 an a f f i d a v i t from Campbell 

17 & Black c o n f i r m i n g t h a t n o t i c e has been p r o v i d e d i n 

18 accordance w i t h OCD r u l e s ? 

19 A. I t i s . 

20 Q. Mr. Smallwood, i n your o p i n i o n , i f t h i s 

21 a p p l i c a t i o n i s approved w i l l i t be i n the best 

22 i n t e r e s t s of 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 

23 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 ? 

24 A. Yes. 

25 Q. Were E x h i b i t s 1 throu g h 9 e i t h e r prepared 
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1 by you or compiled under your d i r e c t i o n and 

2 s u p e r v i s i o n ? 

3 A. Yes, they were. 

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

5 would move the admission of ARCO E x h i b i t s 1 thro u g h 

6 9. 

7 EXAMINER STOGNER: Are t h e r e any 

8 o b j e c t i o n s ? E x h i b i t s 1 th r o u g h 9 w i l l be adm i t t e d 

9 i n t o evidence. 

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

11 examination of Mr. Smallwood. 

12 EXAMINER STOGNER: Thank you, Mr. Carr. 

13 Mr. K e l l a h i n , your w i t n e s s . 

14 EXAMINATION 

15 BY MR. KELLAHIN: 

16 Q. Mr. Smallwood, on E x h i b i t No. 3, i f you 

17 would t u r n t o t h a t , please? 

18 A. Okay. 

19 Q. The l a s t e n t r y on the lower r i g h t , the 4.9 

20 Bcf of gas--

21 A. Yes. 

22 Q. --do I read t h a t d i s p l a y c o r r e c t l y t o mean 

23 t h a t t h a t i s the net volume of gas owned by Gas 

24 Company t h a t i s i n storage t h a t ' s a v a i l a b l e f o r them 

25 t o withdraw? 
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1 A . Nor s i r . There's 3.6 Bcf i n storage t h a t 

2 the Gas Company has a v a i l a b l e . 

3 Q. So out of the 4.9, they have 3.6 Bcf? 

4 A. No. Let me back up a minute and e x p l a i n 

5 the 4.9 4.9 i s 4.9 m i l l i o n . That r e p r e s e n t s t h e 

6 a d d i t i o n a l 12 percent t h a t they were r e q u i r e d t o make 

7 up of t h i s amount t h a t has been withdrawn on t h i s page 

8 here. 

9 I f you look at the t a b l e , t h e r e were 17 

10 m i l l i o n c u bic f e e t withdrawn i n February of 89 and 

11 22.6 m i l l i o n withdrawn i n December of 89. Gas Company 

12 of New Mexico was r e q u i r e d t o make up the t o t a l of 

13 those two, 17 pl u s 22.6 p l u s 12 p e r c e n t . 12 pe r c e n t 

14 of t h a t i s 4.9 m i l l i o n . 

15 Q. So they have 4.9 m i l l i o n a v a i l a b l e t o them? 

16 A . (Witness nods head.) 

17 Q. A l l r i g h t . Give me the volume. What i s 

18 the net volume a v a i l a b l e as t o some p o i n t i n time t h a t 

19 belongs t o Gas Company t h a t they can withdraw from t h e 

20 u n i t ? 

21 A. 3.6 Bcf. 

22 Q. And t h a t ' s as of what d a t e , a p p r o x i m a t e l y ? 

23 A. Roughly, I t h i n k i t ' s c u r r e n t now. I 

24 b e l i e v e i t ' s c u r r e n t now. 

25 MR. KELLAHIN: A l l r i g h t . Thank you. 
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1 EXAMINER STOGNER: Thank you, Mr. 

2 K e l l a h i n . Mr. Horn, your w i t n e s s . 

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

4 EXAMINATION 

5 BY EXAMINER STOGNER: 

6 Q. Stayi n g on E x h i b i t No. 3, i f I go back t o 

7 January of 89, can you giv e me a v o l u m e t r i c f i g u r e of 

8 Gas Company of New Mexico extraneous gas t h a t was i n 

9 the Formation? 

10 A. Yes, i t was about 3.6 Bcf. What E x h i b i t 3 

11 att e m p t s t o do i s show t h a t some was withdrawn i n 

12 February and December and then i t was r e p l a c e d , t h a t 

13 t h a t was withdrawn i n February and December was 

14 replaced i n March and June and J u l y . 

15 MR. STOVALL: Let me hel p c l a r i f y t h a t . 

16 EXAMINATION 

17 BY MR. STOVALL: 

18 Q. I s Gas Company i n j e c t i n g any new extraneous 

19 gas i n t o the r e s e r v o i r c u r r e n t l y ? 

20 A. No, they 1 re n o t . 

21 Q. The only gas t h a t t h e y ' r e p u t t i n g i n i s 

22 makeup gas f o r gas they've withdrawn? 

23 A. That 1s r i g h t . 

24 Q. And they s t a r t e d out i n January of 89 w i t h 

25 3 .6 b i 1 1 ion? 
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1 A. Yes. 

2 Q. They withdrew 39.6 m i l l i o n ? 

3 A. R i g h t . 

4 Q. And repl a c e d i t w i t h 39.6 p l u s 4.9--

5 A. T h a t ' s r i g h t . 

6 Q. --which t h a t e x t r a 4.9 i s i n t e n d e d , r e a l l y , 

7 t o make up f o r any f i e l d s h r i n k t h a t might occur? 

8 A. That's r i g h t , t h a t ' s 12 percent of the 

9 39.6. 

10 Q. So t h e o r e t i c a l l y they've got as much now as 

11 they had i n January of 89 i n the r e s e r v o i r , i s t h a t 

12 c o r r e c t ? 

13 A. T h a t ' s r i g h t . 

14 MR. STOVALL: I have another q u e s t i o n , i f I 

15 mi g h t , w h i l e I'm on a r o l l here. 

16 EXAMINER STOGNER: Oh, please do. 

17 Q. The gas t h a t ' s being r e i n j e c t e d , i s i t dry 

18 gas? 

19 A. Yes, i t i s . 

20 Q. So as the gas i s wi t h d r a w n , any gas t h a t ' s 

21 withdrawn and l i q u i d s e x t r a c t e d , t h a t i s presumed t o 

22 be r e s e r v o i r l i q u i d s ? 

2 3 A. Yes. 

24 Q. And so t h a t goes t o the u n i t and the 

25 v a r i o u s owners t h e r e ? 
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1 A. That's r i g h t . 

2 EXAMINER STOGNER: Are t h e r e any ot h e r 

3 q u e s t i o n s of t h i s w itness? 

4 A l l r i g h t . He may be excused. Mr. Carr? 

5 MR. CARR: I have no f u r t h e r d i r e c t 

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

7 over t o Mr. Horn. 

8 EXAMINER STOGNER: Mr. Horn? 

9 MR. HORN: We would c a l l Mr. Sanders. 

10 TOMMY H. SANDERS 

11 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 d u l y sworn 

12 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 : 

13 EXAMINATION 

14 BY MR. HORN: 

15 Q. Would you s t a t e your f u l l name and your 

16 o c c u p a t i o n , please? 

17 A. My name i s Tommy Sanders. I work f o r Gas 

18 Company of New Mexico as D i r e c t o r of Gas A c q u i s i t i o n s 

19 and Co n t r a c t Management. 

20 Q. Would you b r i e f l y d e s c r i b e t o the Hearing 

21 Examiner Gas Company's business i n Southeast New 

22 Mexico? 

23 A. Gas Company of New Mexico i s a l o c a l 

24 d i s t r i b u t i o n company s e r v i n g most of the major 

25 communities i n Southeast New Mexico w i t h n a t u r a l gas. 
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1 We al s o operate a s u b s t a n t i a l g a t h e r i n g system, which 

2 we gather wellhead gas from the Permian Basin i n New 

3 Mexico. 

4 Q. What i s the pri m a r y type of customer t h a t 

5 you have i n Southeast New Mexico? 

6 A. Gas Company's pr i m a r y customer i n Southeast 

7 New Mexico i s a r e s i d e n t i a l customer. 

8 Q. Would you d e s c r i b e your market i n Southeast 

9 New Mexico? 

10 A. I t ' s a very w e a t h e r - s e n s i t i v e market. 

11 B a s i c a l l y our load i s d i c t a t e d by the s e v e r i t y of t he 

12 weather. 

13 Q. I s i t a w i n t e r - p e a k i n g load? 

14 A. Yes. 

15 Q. Does Gas Company m a i n t a i n an i n v e n t o r y of 

16 gas i n the Empire-Abo U n i t ? 

17 A. Yes. Gas Company has had a s u b s t a n t i a l 

18 i n v e n t o r y i n the Empire-Abo U n i t f o r a number of 

19 year s . 

20 Q. I b e l i e v e Mr. Smallwood 1s t e s t i m o n y was 

21 t h a t t h a t ' s a p p r o x i m a t e l y 3.6 b i l l i o n c u bic f e e t , i s 

22 t h a t c o r r e c t ? 

23 A. I b e l i e v e t h a t ' s a c c u r a t e . 

24 Q. Would you please d e s c r i b e Gas Company's use 

25 of i t s gas i n i n v e n t o r y i n the Empire-Abo U n i t d u r i n g 
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1 the past two w i n t e r seasons? 

2 A. Yes. During February of 1989 and again i n 

3 December of 89, Gas Company experienced severe weather 

4 c o n d i t i o n s i n our southeast market. We had 

5 a p p r o x i m a t e l y 15 percent of our wellhead supply f r o z e 

6 o f f . We were e x p e r i e n c i n g a s u b s t a n t i a l drop i n 

7 system p r e s s u r e , and had we not been able t o o b t a i n 

8 replacement s u p p l i e s from the Empire-Abo U n i t , we 

9 would have run the r i s k of p o s s i b l e c u r t a i l m e n t s on 

10 our system. 

11 Q. Were you able t o secure the replacement 

12 supply from the Empire-Abo Un i t ? 

13 A. Yes, we were. We worked w i t h ARCO and Mr. 

14 LeMay of the OCD, and were able t o get t h a t supply 

15 t u r n e d on. I n both i n s t a n c e s , we used t h e supply f o r 

16 a p e r i o d of t h r e e t o f i v e days t o h e l p m a i n t a i n system 

17 p r e s s u r e s . 

18 Q. Were you able t o m a i n t a i n system pressures? 

19 A. Yes, we were. 

20 Q. What use w i l l Gas Company make of the 

21 Empire-Abo or i t ' s gas t h a t ' s l o c a t e d i n the 

22 Empire-Abo U n i t i f t h i s a p p l i c a t i o n i s approved? 

23 A. We w i l l use i t p r i m a r i l y as a peaking 

24 supply. We would have the a b i l i t y t o take up t o 

25 10,000 MMBTU per day w i t h a maximum of 300 thousand 
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1 MMBTU over the f i v e - m o n t h w i n t e r p e r i o d . 

2 We would, at the end of t h a t f i v e - m o n t h 

3 w i n t e r p e r i o d , begin r e i n j e c t i n g t h a t amount of gas 

4 plus 12 p e r c e n t , r e p r e s e n t i n g f u e l . 

5 Q. So t h a t would be a p p r o x i m a t e l y the use t h a t 

6 you have made of the gas i n t h i s u n i t over t h e past 

7 two w i n t e r p e r i o d s ? 

8 A. Yes. 

9 Q. What i s the b e n e f i t t o Gas Company of New 

10 Mexico of the gas l o c a t e d i n the Empire-Abo U n i t as a 

11 w i n t e r peaking source of gas? 

12 A. Three d i s t i n c t b e n e f i t s we get from t h e gas 

13 i n t h i s f a c i l i t y ; one b e i n g , the f a c i l i t y i s l o c a t e d 

14 very c l o s e t o two major load c e n t e r s i n Southeast New 

15 Mexico, both A r t e s i a and Roswell. The second i s , very 

16 l a r g e amounts of volumes can be t u r n e d on very q u i c k l y 

17 t o he l p supplement the supply and prevent p r e s s u r e 

18 drop. T h i r d , the supply i s much more r e l i a b l e than 

19 wellhead supply and l e s s s u s c e p t i b l e t o f r e e z e - o f f s . 

20 Q. What i s Gas Company's p o s i t i o n w i t h respect 

21 t o t h i s a p p l i c a t i o n ? 

22 A. Gas Company supports t h i s a p p l i c a t i o n . 

23 Q. Do you recommend t h a t i t be approved? 

2 4 A. Yes, I do. 

25 MR. HORN: That's a l l the q u e s t i o n s I 

CUMBRE COURT REPORTING 
(505) 984-2244 



32 

1 have . 

2 EXAMINER STOGNER: Thank you, Mr. Horn. 

3 Mr. K e l l a h i n ? 

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

5 EXAMINER STOGNER: Mr. Carr? 

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

7 MR. STOVALL: I have a couple of q u e s t i o n s 

8 i f I mi g h t , Mr. Examiner. 

9 EXAMINER STOGNER: Why n o t . 

10 EXAMINATION 

11 BY MR. STOVALL: 

12 Q. I f I understand the need t h a t we're t a l k i n g 

13 about here, i t ' s a c t u a l l y a d e l i v e r a b i l i t y need r a t h e r 

14 than a reserve r e q u i r e m e n t , i s t h a t c o r r e c t ? 

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

16 Q. And does Gas Company have adequate 

17 r e s e r v e s , as f a r as you know, t o rep l a c e gas d u r i n g 

18 the o f f - p e a k seasons? 

19 A. Yes, more than adequate s u p p l y . 

20 Q. And a q u e s t i o n of c u r i o s i t y , what i s Gas 

21 Company's pl a n f o r i t s gas e i t h e r when t h e u n i t ceases 

22 t o e x i s t or at the end of 1998 when t h i s p r o v i s i o n 

23 e x p i r e s ? 

24 A. We w i l l use i t t o serve our markets, e i t h e r 

25 our Permian markets or th r o u g h d e l i v e r y t h r o u g h our 
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1 g a t h e r i n g system t o E l Paso t o s e r v e our remote 

2 m a r k e t s o f f of E l Paso's s y s t e m , or d e l i v e r y t o our 

3 n o r t h m a r k e t s i n t h e A l b u q u e r q u e and Santa Fe a r e a . 

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

5 EXAMINER STOGNER: Thank you Mr. S t o v a l l . 

6 Any o t h e r q u e s t i o n s of t h i s w i t n e s s ? I f 

7 n o t , he may be excus e d . 

8 A n y t h i n g f u r t h e r i n t h i s case? 

9 MR. CARR: N o t h i n g f u r t h e r . 

10 EXAMINER STOGNER: I f n o t , t h i s case w i l l 

11 be t a k e n under a d v i s e m e n t . L e t ' s t a k e about a 

12 20-min.ute r e c e s s . 

13 ( T h e r e u p o n , t h e p r o c e e d i n g s c o n c l u d e d . ) 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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