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STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 
STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 

30 January 1985 

EXAMINER HEARING 

IM THE MATTER OF: 

A p p l i c a t i o n of Damson O i l Corpor- CASE 
a t i o n f o r exemption from the New 8468 
Mexico Gas P r i c i n g Act (NMPA). 

BEFORE: Michael E. Stogner, Examiner 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

For the O i l Conservation 
D i v i s i o n : 

J e f f Taylor 
Attorney a t Law 
Legal Counsel t o the D i v i s i o n 
State Land O f f i c e Bldg. 
Santa Fe, New Mexico 87501 

For tha Applicant: 
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MR. STOGNER: C a l l next Case 

No. 8468, which i s the a p p l i c a t i o n of Damson O i l Corporation 

f o r exaemption from the New Mexico Natural Gas P r i c i n g Act. 

At the a p p l i c a n t ' s request, 

t h i s case w i l l also be continued t o the February 27 1985, 

Examiner's Hearing. 

(Hearing concluded.) 
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3 

C E R T I F I C A T E 

I , SALLY W. BOYD, C.S.R., DO HEREBY CERTIFY 

th a t the foregoing T r a n s c r i p t of Hearing before the O i l Con

se r v a t i o n D i v i s i o n was reported by me; t h a t the said t r a n 

s c r i p t i s a f u l l , t r u e , and c o r r e c t record of the hearing, 

prepared by me t o the best of my a b i l i t y . 
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STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 
STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 

27 February 1985 

EXAMINER HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n of Damson O i l Corporation CASE 
f o r c e r t a i n f i n d i n g s f o r an i n f i l l 8468 
w e l l i n San Juan County, New Mexico. 

BEFORE: Michael E. Stogner, Examiner 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

For the O i l Conservation J e f f Taylor 
D i v i s i o n : Attorney a t Law 

Legal Counsel t o the D i v i s i o n 
State Land O f f i c e Bldg. 
Santa Fe, New Mexico 87501 

For the Applic a n t : 
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MR- STOGNER: C a l l next Case 

Mo. 8 468. 

MR. TAYLOR: The application of 

Damson Oil Corporation for certain findings for an i n f i l l 

well m San Juan County, New Mexico. 

I believe the applicant has re

quested t h i s case be continued. 

MR. STOGNER: Case No. 8 468 w i l l 

be so continued to the Examiner's Hearing scheduled for 

March 27, 1985. 

(Hearing concluded.) 
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C E R T I F I C A T E 

I , SALLY W. BOYD, C.S.R., DO HEREBY CERTIFY 

that the foregoing Transcript of Hearing before the Oil Con

servation Division was reported by me; that the said t r a n 

s c r i p t i s a f u l l , t rue, and correct record of the hearing, 

prepared by me to the best of my a b i l i t y . 

a cample record ct the p' 
^ Examiner hearing of ^ \ 

heard by m e f ^ f 6 ^ 
^ ^ M M ^ T - ^ : ^ Examiner 
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STATE OP HEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 
STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 

27 March 1985 

EXAMINER HEARING 

:N THE MATTER OF: 

A p p l i c a t i o n of Damn on O i l Cor por- Cf̂ -UL 
at ion for certain findings for an Qd-Jef?'3 

i n f i l l w e l l i i i San Juan County, :? t 9 
New Mexico. 

BEFOREi Michael E. Stogner, Examine) 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

For che O i l Conservation J e f f Taylor 
D i v i s i o n : Attorney at Law 

Legal Counsel to the D i v i ^ i n r 
State Land O f f i c e Bldg. 
Santa Fe, New Mexico 87 501 

For the Applicant: Karen Aubrey 
Attorney d t Law 
KELLAHIN & KELLAHIN 
P. 0. Box 2265 
Santa Fe, New Mexico P7501 
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A P P E A R A N C E S 

For Ei Paso Natural Gas John Nance 
M.!.v.)l":'V?/ <tt L,V 
El Paso Natural Gas 
P, 0. Box 14 9." 
El Paso, Texas 79 9 7R 

any 

C r 
Consolidated O i l Gas 

For Getty O i l & 

IN CASE 84o9 

Fur Mesa Petroleum: 

- j. f , p v, ,r~, y r- 7, p p r j r - V 

'ATF̂ N̂T ~Y "'P. ?-iATvCE 

Scott H a l l 
A11. o r n A v ,.j tr. La w 
CAMPBELL & BLACK P.A. 
P. O. Box 2?0R 
Santa Fe, New Mexico 8 7501 

W i l l iam F. Can-
Attorney a t Law 
CAMPBELL T, BLACK ",5, 
P. 0. Box 2208 
Eant.a Fo. Wyy Mo.s'ic>> H7501 

W i l l i a m F. Carr 
Attorney ar 7,.:iw 
CAMPBELL & BLACK P.A 
r> n v, 
Santa Fe, New Mexico 0 7^01 

•t Ex.di-i:. r;a L i an V,y Ms. Aubrey 
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l N U fc, X 

JAMES w. HANKINSON 

Di r e c t Examination by Hr. Carr 

0rot-.fi Examination by Mr. Stogner 

K«'...I rec t. Uxartiinar-ion oy Mr. Corr 

Recross Examination by Mr. Scogne 

STATEMENT bl" MR. CARR 

b l A'I 'Lnjuivi d t h h . h'AiiL 

o i A T E M E M 3 1 MS. AUBREY 

L>i A X E H E I V I i l l MS. NANCE 

E X Ji i B 

Getcy Exhibit. A, 

Getty E x h i b i t b, 

Getcy E x n i b i t C, 

C e r t i f i c a t e 

Decline Curve 

Decline Curve 



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 

MR. STOGNER: The hear ing wi i 1 

come to o rder , 

'We w i l l c a l l now Case Number 

>•' 4 {} f?. 

MR. TAYOR: The a p p l i c a t i o n of 

Damson O i l Corporation f o r c e r t a i n f i n d i n g s f o r an i n f i l l 

w e i l i n San Juan County, N?w Mexico. 

MR. STOGNER: I w i l l now c a l l 

f o r appearances. 

MS. AUBREY: Karen Aubrey, Kel-

larr; n and K e l l a h i n , r e presenting the a p p l i c a n t , Dam-son C i l 

Corporation. 

1 have one witness to be sworn. 

MR. HALL: Mr. Examiner, my 

name i s Scott H a l l from the law f i r m of Campbell and Black, 

appearing on behalf of Crown Central Petroleum Corporation 

and Consolidated O i l and Gas i n Case 8463 alone. 

No witnesses. 

MR. STOGNER: Mr. Scott, may I 

ask whac Crown Central and Consolidated, how they are con

nected v/ith t h i s case? 

MR. HALL: Yes, Mr. Examiner. 

Crown Central i s appearing t o 

oppose the a p p l i c a t i o n to the l i m i t e d extent t h a t Damson as

serts any operating r i g h t s i n the property subject to the 

a p p l i c a t i o n . 
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MR. STOGNER: Are they a 

working i n t e r e s t owner or are they o b j e c t i n g ? 

MR. HALL: They are i n f a c t 

operator of the property which has been farmed out t o Texaco 

and Getty. 

MR. STOGNER: Thank you. How 

about Consolidated? 

MR. HALL: Consolidated i s a 

working i n t e r e s t owner. 

MR. STOGNER: Okay, tha t ' s suf

f i c i e n t . 

Okay, any more appearances? 

MR. NANCE: Mr. Examiner, my 

name i s John Nance. I'm appearing on behalf of EI Paso Nat

u r a l Gas Company. 

El Paso has a working i n t e r e s t 

xn the w e l l t h a t i s the subject of Case Number 3 463, New 

Mexico Federal State No. l-E Well. 

El Paso's working i n t e r e s t i s 

oeing sold i n t r a s t a t e , s i m i l a r t o the i n t e r e s t of Damson, 

and El Paso supports the a p p l i c a t i o n f o r exemption. 

MR. STOGNER: Any — any more 

a clearances? 

MR, CARR: May i u please the 

Examiner, my name i s W i l l i a m F. Carr w i t h the law f i r m Camp

b e l l and Black, P. A., of Santa Fe. 

] '• v appearing on behaif of Get-
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•cy O i l Co.ivpan/ and Texaco, Inc. 

I have one witness. 

HR. STOGNER: Okay, Mr. Carr, 

Getty O i l Company i s indeed the operator, i s that r i g h t ? 

MR. CARR: Yes, that's r i g h t . 

Ct't.ty i s , and hu$ been, the operator of the w e l l . 

Of course, Getty has been taken 

over by Texaco and my witness i s a former Getty employee who 

is now w i t h Texaco. 

MR, STOGNER: Okay, so the way 

:'ub 'VJS advertised as Cc-tty O i l Company (Texaco, Incorpor

ated } io the operator. 

MP. CARR: And 1 believe t h a t ' s 

— t h a t ' s s u f f i c i e n t . I'm not c e r t a i n what the C-l 0-1 states 

but the w e l l has been operated by Getty, was d r i l l e d by Get

t y , and the records t h a t have been reviewed are Ge:ty r e 

cords but they are now i n th s* possession of Texaco. 

MR. STOGNER: Thank you, Mr. 

Carr. 

Are there any f u r t h e r appear

ances i n 84 68? 

Ms. Aubrey? 

MS. AUBREY: Mr. Examiner, at 

t h i s time I'd move t h a t 8468 and 8469 be consolidated f o r 

purposes of the testimony. 

MR. STOGNER: Are there any ob

j e c t i o n s to c o n s o l i d a t i n g f o r purposes of testimony Cases 
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8468 and 8469? 

There being none, so a t t h i s 

time we w i l l now c a l l Case Number 8469. 

MR. TAYLOR: The a p p l i c a t i o n of 

Damson O i l Corporation f o r c e r t a i n f i n d i n g s f o r an i n f i l l 

w e l l i n San Juan County, New Mexico. 

MR. STOGNER: We w i U c a l l f o r 

appearances i n t h i s case. 

MS. AUBREY: Karen Aubrey, Kel

l a h i n and K e l l a h i n , representing the a p p l i c a n t , Damson O i l 

Corporation. 

MR. CARR: May i t please the 

Examiner, my name i s W i l l i a m F. Carr w i t h the law f i r m Camp

b e l l and Black, P. A., of Santa Fe, appearing on behalf of 

Mesa Petroleum Company. 

MR. STOGNER: Mi. Can:, i s Mesa 

Petroleum Company the operator o i t h i s we1i? 

MR. CARR: Mesa Petroleum Com

pany i s the operator of t h i s w e l l . 

KR. STOGNER: The sole oper

ator? 

MR. CARR: Yes. 

MR. £ TOG ME R: Thank you. 

MR. CARR: The only operator.. 

MR. STOGNER: And P h i l l i p s has 

nothing to do v/ith t h i s w e l l , i s t h a t r i g h t , Mr. Carr? 
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MR. STOGNER: Thank you, K r . 

r r . 

Any other appearances i n Case 

Number 8 469? 

MR. NANCE: Mr. Examiner, on 

behalf of *•;! pa so Natural Gas Company I am John Nance. 

El Paso's i n t e r e s t i n the 

McLeod Federal No. 2-E *>ell i s t h a t of i n t e r s t a t e purchaser 

of gas produced from the w e l l . We understand t h a t Fl Paso 

cakes a l l of the gas produced from the w e l l ; t h a t a p o r t i o n 

•:. f th ? gas a.ay be subject t o an exchange arrangement v/ith 

•r c-utnar*': Onion Gathering Company and t h e r e f o r e the gas nay 

;iot a i l be the subject of i n t e r s t a t e sales c o n t r a c t s , but 

the actual production does i n f a c t t o i n t o El Paso's i n t e r 

s t a t e system. 

I needed t o mention on both 

Case 8469 and the p r e v i o u s l y mentioned 8468, I am associated 

«ith the f i r m of Montgomery and Andrews of Santa Ee, and I 

w i l l submit l e t t e r s , copies of a l e t t e r t o t o t h a t e f 

f e c t . 

El Paso also has one i n d i v i d u a l 

-?ho i s a v a i l a b l e to t e s t i f y as a witness i n e i t h e r of these 

cases but at t h i s p o i n t we do not know whether h i s testimony 

w i l l be necessary. 

MR. STOGNER: Are there any 

other appearances i n 8469? 

KR. HALL: Mr. Examiner, Scott 
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H a l l , law f i r m of Campbell and Black, P. A. 

For both Cases 8468 and 8 469 

there are apparent o s t e n s i b l e record i n t e r e s t owners t h a t 

have not been j o i n e d i n t h i s proceeding, p a r t i c u l a r l y Amoco 

Production Company. 

'We'd move t h a t they be jo i n e d 

i n t h i s proceeding, 

KR. TAYLORi Who are these r e 

cord i n t e r e s t owners? 

MR. HALL: Amoco Production 

Company. 

MR. TAYLOR: Amoco. Is t h a t 

a l l ? 

MR. HALL: That's a l l t h a t we 

are aware o f , l e t the record r e f l e c t . 

THE REPORTER: Are you en t e r i n g 

an appearance, Mr. Hal l i n 9469, too? 

MR. HALL: No, we're not. I'm 

ent e r i n g an appearance s o l e l y i n 68 on behalf of Consoli

dated and Crown C e n t r a l , p o i n t i n g out t o the Examiner t h a t 

the unjoined i n t e r e s t owner Amoco has not been provided 

n o t i c e of t h i s proceeding. 

They have an i n t e r e s t -chat may 

be a f f e c t e d . 

MR. TAYLOR: Mr. H a l l , you 

can't make t h a t motion without being — wi t h o u t being a par

t y t o the case. 
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HR. HALL: I am a pa r ty to the 

c a s e . 

MR. TAYLOR: Oh, you are? 

You're going — you're going to appear i n 8469, too? 

MR. HALL: 8468. The ownership 

L• v i r t u a l l y i d e n t i c a l . 

MR. TAYLOR: Ts i t i n both 

we l i s ? 

MR. HALL: Ins o f a r as Amoco i s 

ooncorned, i n s o f a r as we understand i t . 

MR. TAYLOR: Are they s e l l i n g 

t h a i r gas i n t r a s t a t e or i n t e r s t a t e ? 

MR. HALL: Amoco Production 

Company? I'm unaware, 

MR. TAYLOR; You're unaware. 

Mr. Carr, do you want t o represent Amoco? 

MP, CARR: May i t please the 

Examiner, we have an a p p l i c a t i o n before you where we have --

G r e seeking an exemption from the New Mexico Natural Gas 

P r i c i n g Act f o r c e r t a i n of t h e i r w e l l s . 

One w e l l i s operated, has been 

operated by Getty; the other by Mesa. 

Damson i s a non-operating 

working i n t e r e s t owner i n each of those w e l l s . 

I'm here representing the 

operator. I don't know e x a c t l y the nature of Mr. Hall ' s 

motion but I have no o b j e c t i o n i f I understand what he's 
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. I 

o f f e r i n g /cu. I iiav* no o b j e c t i o n c e r t a i n l y to 'e' Lin v , i } -: 

•.•ider th«t r e s u l t s from t h i s hearing apply t o a l l r.ctv-

operating i n t e r e s t owners i n those w e l l s , not j.:at. Damson . 

That's what i understand - the 

a..- cuoi a t Kr. 'i r i i I h; motion. I have no o b j e c t i o n and 1 !?ug-

-j :. z th:;t i: c-slc Mr. Narce and Ms. Aubrey. 

MR. TAYLOR: boer, anyone have 

••;uy obj e c t i o n ? 

MS. AUBREY: i don't: — I i - r ! i 

h:-ve a ny o b j e c t i o n to the other non-opera t i ng working \ n t . f r -

;ss. o.,"i(?r ; appearing i n t h i s matter, although i f I under-

.--••••nd ilr . I ' , . , \ I ;'o " r e o t l y , he i s appearing i n o p p o s i t i o n to 

!. ..c apoi i c a t i o n i n Case B468. 

MR. HALL: Mr. Ky.ami.ner, i f I 

!".«y c l a r i f y , we're appearing i n o p p o s i t i o n to a l i m i t e d ex

t e n t . There i s a separate proceeding i n the D i s t r i c t Court 

i o r San Juan County over the issue ot operating r i g h t s f o r 

the Mexico Fed "K" l-E Well, which is; the subject, of Case-

F46 0 . 

Vie appear s o l e l y t o r the pur

pose of opposing Damson's a p p l i c a t i o n t o the extent t h a t 

th^y assert operating r i g h t s i n t h a t property. 

MR. TAYLOR: Ms. Aubrey, you 

are not a s s o r t i n g operating r i g h t s , are you? 

MS. AUBREY: Mr. Taylor, w-h 

have f i l e d our a p p l i c a t i o n f o r exemption front New Mexico 

Hat u r a i Gas P r i c i n g Act as a non-operating wor king inter.>r;t 
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owner. 

MR. TAYLOR: Okay. 

HR. STOGNER: Mr. H a l l , would 

you please repeat your motion again, please? 

MR. HALL: We would move t h a t 

any heretofore unjoined a f f e c t e d i n t e r e s t owners i n the 

proper t ies be jo i n e d t o t h i s proceeding and tae made subject 

to the orders at the end c f t h i s proceeding. 

The only unjoined i n t e r e s t 

owner we are aware of at t h i s time i s Amoco Production 

Company. 

MR. TAYLOR: But you don't know 

what — how t h e i r gas i s sold? 

MR. HALL: I do not, 

MR. STOGNER: Mr. H a l l , your 

motion w i l l be taken under advisement a t t h i s time. 

riK. TAYLOR: Jir. H a i l , do you 

agree t h a t i f we do grant your motion we have co r e a i v e r t i s e 

tha s ? 

MR, HALL: I th i n k t h a t would 

be app r o p r i a t e . 

MR. STOGNER: Okay, w i l l a l l 

the witnesses c a l l e d -- f i r s t of a l l , is, the.rc- any more 

appea ra nees? 

Okay, w i l l a l l trui witnesses 
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1 i 

('Witnesses sworn.) 

i:.:'i.!U.:,.i ; . 

seanement .*' 

MR. STOGNER: Ms. Auorcy. 

VtS. AUBREY: Thank you, Mr. 

May I make a b r i e f opening 

MR. STOGNER: Please. 

IIS. AUBREY: I was hoping Lo 

t..ir>pl i f y tho Matters before the Division t h i s naming. 

As you've heard, Djfi.-icn I B a 

:•• n—op<.".<T;ing wofx ing interest owner who i s seeking av ox-

•••.•''.ptiOt. from the provisions of New Mexico natural Ge.s Pric

ing Ac' for two wells. 

One is the Mexico Federal *'v." 

3-13 and the other i s the McLeod 2-E. 

Getty i s the operator. Getty/-

Ti-xaco is the operator of the Mexico Federal "K" i-E Well. 

Mesa i s the operator of the 

McLeod 2-E Well. 

^e understand that with regard 

':o ths: He fa a we l l , that the Mesa witness who was to be here 

today to t e s t i f y as to production, reasons for d r i l l i n g tho 

wel l , and the ultimate questions of c e r t i f i c a t i o n of non

interference of the a b i l i t y of the old well to produce into 

the pipeline w i l 1 not be here because of i l l n e s s , but w i l l 

oe here* v i t n i n the next two weeks to put on that portion oi 
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14 

tr.o t e s t i n o n y w i t h regard to the Mesa w e l l . 

we a n t i c i p a t e tne te s t i n o n y t o 

day w i l l Pe d i r e c t e d t o the Mexico Pederal "KM l-E f«e 11. 

Our witness from Damson, Mr. 

Jir.es Pouncy, i s a petroleum engineer who w i l l t e s t i f y f o r 

the record on the issue of Damson ownership and percentage 

of ownership i n t e r e s t i n the — i n the two w e l l s . 

We understand t h a t tnere i s a 

wi trass here f i on> Cetty/Texaco who w i l l t e s t i f y f o r the Com

mission on tne c e r t i f i c a t i o n issues and the reasons f o r 

d r i l l i n g the Mexico Federal "K" l-E Well. 

Mr. Carr from the f i r n : of Camp-

be 11 ana Slack w i l l question t h a t witness and put on th a t 

rest, irn any. 

I t ' s the p o s i t i o n of Damson O i l 

Corporation t h a t notwithstanding t h a t we navo L'i'bvd an ap

p l i c a t i o n f o r exemption from tne p r o v i s i o n s or tne New Mexi

co Natural Gas P r i c i n g Act, t h a t t h a t f i l i n g was purely a 

p r o t e c t i v e measure and t h a t the i n f i l l w e l l s are exempt by 

v i r t u e of the blanket i n f i l l Order 1670-V. 

However, because of the r u l i n g 

of judge Garcia i n the GasCo versus Amoco case here i n the 

D i s t r i c t Court i n Santa Fe, we are seoking a i ir.ding from 

t:;o Commission that the w e l l s i n qnestioi i wore 6c i l I-ao i n 

order t o develop a d d i t i o n a l reserves and not f o r reasons of 

avoiding the provisions of the New Mexico P r i c i n g Act. 

Cn behalf of Daioion C i i Cor per-
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• J.\ . . vo t t r i . e s t that, the order g r a n t i n g the excegti >n 

Hxempcion from the Act, i f i t i s issued by th« corw.ission, 

be e f f e c t i v e as of the date of f i r s t production from eacn c f 

tho v e i l s . 

MFi, STOGNER: Than*, you , W-s. 

'• .. • • • .y , 

MS, AUBREY: That's n i l I have, 

or» Examiner. 

MH. STOGNER: Does anybody 'Coo 

a i v - any oponing statements at t h i s time? 

Mr. Nance? 

MR. NANCE: Hr. Examiner, b l 

.'•'a.>o does. i n f a c t support the a p p l i c a t i o n s of Damson t o r 

oxompt ion of theso w e l l s froff the p r o v i s i o n s of the *v.5tu,:al 

Oac P r i c i n g Act. 

Hi Paso f u r t h e r believes th a t 

w i t h respect to production fro*.' the McLeod Weil, ' h-.o t • '• j 

>.o]j. regardless of -- of the nature of i t s i n t r a s t a t e 

le and the circumstances under which i t was d r i l l e d as an 

i n f i l l w o l i , that, t h a t w e l l may be excluded froir the cover

age o i che Act because the e n t i r e production i s going i n t o 

ihe i n t e r s t a t e market i n El Paso's system. 

I have mentioned briefly before 

that a portion of the gas is subject to an exchange arrange

ment with .Southern Union and it very wel 1 may be that Dam;?on 

a;soy have an intrastate sales interest in this gas, iii .s i >s 

•?';!<•• r~ ui* production from this well, but that the actual •jas 
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volumes are going i n t o i n t e r s t a t e commerce and th a t equiva

l e n t volumes, then, are being d e l i v e r e d by El Paso t o South

ern Union a t another connection and t h a t i n f a c t these e q u i 

v a l e n t volumes are the subject of an exchange arrangement. 

Given t h i s s i t u a t i o n , we f e e l 

t h a t the p r o v i s i o n s of Section 62-7-4, Paragraph E-2 would 

provide the basis f o r excluding the w e l l from the p r o v i s i o n s 

of the P r i c i n g Act i r r e s p e c t i v e of the i n f i l l s t a t u s of the 

MP. STOGNER: Thank you, Hr. 

?-5<ifiCt-. 

Mr. Carr? 

MR. CARR: Mr. Examiner, 

Cetty/Texaco and Mesa concur i n the opening statement made 

l y Ms. Aubrey. 

we do want i t understood t h a t 

- i r appearance here i s only as a p r o t e c t i v e measure and t h a t 

we do not believe and maintain t h a t the w e l l s t h a t are the 

subject of today's hearing have been exempted rrorn the State 

P r i c i n g Act by pr o v i s i o n s of the i n f i l l orders which have-

been entered f o r the Basin Dakota Pool. 

MR. STOGNER: Mr. Scott Hall? 

MR. BALL: 1 have no statement 

ot t h i s time, Mr. Examiner. 

MP. STOGNER: Thank /cu, 

Ms. Aubrey, pleai-e con.ti.nu3. 

MS, AUBREY: Thank you, or. 
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S tag ;iet' 

JAMES R. POUNCE*, 

ot?ing c a l l e d as a witness and being duly rworn upon h i s 

, t ^ s t i f i o o as f o l l o w s , t o - w i t : 

DIPECT EXAMINATION 

oV MS. AUBREY: 

Q v-vili you s t a t e your name, please? 

A James h. Pounoey. 

0 And where are you employed, Mr. PouncoyV 

A J am employed i n Houston, lexa*:, w i t h 

f.i-;-t.oi: O i l Corporation. 

Q And what's your p o s i t i o n w i t n DamsonV 

A Manager of Outside Operated P r o p e r t i e s . 

Q Mr. Pouncey, have you t e s t i f i e d previous

ly before the O i l Conservation Commission of New hex.'.co; 

A No, I have not. 

Q For the Examiner would you r e l a t e your 

educational background and your work experience i r , the o i i 

and gas incus t r y ? 

A I graduated in'64 w i t h a ES i n petroleum 

engineering from Louisiana Tech and have worked i n tho o i i 

and gas in d u s t r y since t h a t time w i t h P h i l l i p s Petroleum, 

Murphy O i l Corporation, Texas I n t e r n a t i o n a l Petroleum Cor

po r a t i o n and am c u r r e n t l y w i t h Damson O i l Corporation, who I 

have been w i t h f o r the l a s t two and a h a l f years. 
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Q In connection with your employment with 

Damson, ao you function as a petroleum engineer for Damson'7 

A My job basically i s a management job; 

however, clue to my small department, I do petroleuw engin

eering work, yes. 

Q Mr. Pouncey, are you fami l i a r with the 

appiicacions of Damson Oil Corporation i n Cases 8463 and 

8469 that are being heard today? 

A Yes, I am. 

MS. AUBREY: Mr. Examiner, are 

tne witness' q u a l i f i c a t i o n s acceptable? 

MR. STOGNER: Are there any ob

jections or any questions of Mr. Pouncey? 

I f not, then I f i n d ?:r. Pouncey 

cu a J i f l e d . 

Q Mr. Pouncey, with regard to tno New Mexi

co Federal *K" l-E Well, the Getty operated w e l l , san you 

explain to tne Examiner when Damson acquired i t s i n t e r e s t i n 

boat well? 

A This property came to Damson in February 

cf 'S3 when we acquired many properties i n what we c a l l the 

fe \co acquisition. 

The acquisition i t s e l f was effectiv-.? back 

to December 1 of '82. 

Q with regard to the Mesa operated w e l l , 

to:: McLeoc 2-E -.'veil, when did you — when did Damson acquire 

i t s interest i n that well? 
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A We acquired it in the same acgui & j t iv:-., 

e i i.active December 1, '82. 

Q P r i o r t o t h a t date d i d Damson O i l Corpor

a t i o n have any i n t e r e s t i n or connection w i t h e i t h e r one of 

•A iO;o t .io weils? 

A To my knowledge, no. 

Q With regard t o the Mexico Federal ] - r 

•*V:11 ̂  what i s Damson ' 9 working i n t e r e s t i n t h a t wel 1 ? 

A Our i n t e r e s t i s 6.618 percent worting i n -

".. -:rest. 

Q And w i t h regard to the McLeod ?~C Well, 

'vi .t Daoooii 1 o working i n t e r e s t i n t h a t we 11? 

A we have an P.281 working i n t e r e s t , 

C Do you*where or do ycu know to whom the 

production from the New Mexico Federal l-E WelI i s sold? 

A According t c my i n f o r m a t i o n the gas ir; 

toe well i s sold under a c o n t r a c t w i t h Southern Uniof». 

Q w i t h regard t o the McLeod we31, and wno 

the purchase of the gas from t h a t w e l l i s ? 

A Also Southern Union. 

y w i t h regard to Damson's i n t e r e s t i n those 

in the two -wells, i s Damson's i n t e r e s t an i n t e r s t a t e i n 

t e r e s t or i n t r a s t a t e i n t e r e s t ? 

A I t i s i n t r a s t a t e . 

0 Do you know whether or not Damson has r e 

ceived the i n t r a s t a t e p r i c e s f o r production from these two 

'.«eils? 
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A I d i d not check t h a t and 1 can't say 

whether or not we nave received i n t r a s t a t e p r i c i n g . 

Q Mr. Pouncey, d i d you prepare and aigri 

tip-plications f o r exemption from the p r o v i s i o n s of the hew 

Mf y.ice Nutura i Gas P r i c i n g Act f o r the McLeod 2-L and t o r 

the Mexico Federal "K" l-H well? 

A Yes, I d i d . 

Q And i n preparing those a p p l i c a t i o n s and 

f i l i n g them w i t h che Commission, d i d you, to the best, o i 

our a b i l i t y , review Damson O i l Corporation's records? 

A Yes. 

C b i d Damson have any connection w i t h 

•. i b r o r of these two w e l l s at the time t h a t the wo l i s were 

d r i l l e d ? 

A No. 

0 Has Damson made demand upon the operator 

of each w e l l , Mesa i n the case of tne McLeod 2-2 ^ e l l and 

Getty i n the case of Mew Mexico Federal "K" Well to a s s i s t 

you i n presenting testimony today w i t h regard to the reasons 

for the d r i l l i n g of these w e l l s and t h e i r production 

h i s t o r y ? 

A Yes, we have. 

Q And i s t h a t because Damson does not i n 

ito. own records have any i n f o r m a t i o n on which to base t h a t 

tea timony? 

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

MS. AUBREY: Mr. Examiner, I 



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 

nave no more quest ions 

:<•: STOGNER: Mr. " O f ; . y ( . „ 

KR.. NANCE : No go-:, oi or.; > 

MR. STOGNER: Mr. ( b r r , yr 

MR. CARR: No guest.! ons. 

HR. STOGNER; Mr. K-iH, yo;;; 

' R. HALL: No questions. 

CROfnS EXAMINATION 

Mr. Pouncey, I have some gu^'o: i u n s f. 

A bore, 

Q Let me make .iuro I've got th.: ̂  s t r a i g r - r , 

En tho Mexioo Federal I-F ro.» CJ?? * o :: *>• 

'. c r e s t i s 6.16" percent worki ng i n t e r e s t ? 

McLeod: 

A No, i t ' s 616IP. 

Then i t ' s • . 1 ui r-. 

INO, 6.618 percont. 

Okay, my mistake, sorry. i ' nd i n the 

3 . 2 G 1 perctmt. 

Okay. Now, your i n t e r e s t , the p<.,rr Lcul jr 

! is (>.6i8 and tho " . '• r ] are sold to S.-u th.-r n h h r . 
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i •• t h o t r i g h t ? 

A Y e s . 

Q I n t r a s t a t e . 

A I n t r a s t a t e . 

C Okay, i n the Mexico Feaerai i-E, do you 

••now who actual i y received the gas from the wellhead? 

A No, I was not aware t h a t i c went t o El 

Piso and there was a l a t e r agreement t o make some exchange. 

Q Okay, and the same w i t h the McLeod w e l l , 

you don't Know who — 

A NO. 

Q -- a c t u a l l y gets the gas? 

A Ho, 1 do not. 

Q Okay. Now who did Damson get t h e i r i n -

i est r rom ? 

A This was acquired from Pet.ro J oum Corpora -

c i on Texas and e f f e c t i v e December 1, ' B2. 

Q Okay, d i d Damson take over Petroleum Cor

pora t i o n or Texas? Did tney buy t h e i r i n t e r e s t ? What vac 

tne mechanism? 

A That a c q u i s i t i o n , we d i d not take over 

«ii of Petco but we purchased p r a c t i c a l l y a l l of i t . Petco 

t. t i l l functioned as a c o r p o r a t i o n a f t e r we acquired, 1 don't 

» emember the actual percentage, but I t h i n k around *fu per

cent o i t h e i r p r o p e r t i e s . 

Q Put i t — as f a r as theoe. two w e l l s , 

t e a t ' s when you acquired them, through a buy~ou<; s i t u a t i o n . 
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•1 

A Yes. 

Ci Okay. 

MR. STOGNER: G'.'a /, r hav-"- oo 

Jiii uli«*r questions of Mr. Pouncey, 

Are tae re any other -o oo:. L tor ̂  

- c i i b vit.-;es.;7 

Tf not, ne may ho en oiSiOl. 

MS. AUBREY: Hi . Stogner, J he-

i .i.eve that Hr. Carr has -5 witness t o put on i n coruooLi vi 

'•U.h Car;e and is we s ta ted e a r l i e r , we would .isk t h a t 

.o r.v-c rd remain open in Case 3469 i n order that h*ie 'A-s-a 

. i t :'ie -j .•;, wr,o o- ii!, can appear i n two weeks. 

MR. STOGNER: Okay, s,o yoi; wish 

-:- con:-, inue Case '-'amber S469 to the Examiner's Hoari rg sche-

ii l e c i for A p r i l 10th, 1935, i s t h a t c o r r e c t ? 

MS. AUBREY: That's c o r r e c t , 

h i , i-n less you decide to grant Yr. Nance' 3 motion H n ? f i n d 

hat the A O I I because of the i n t e r s t a t e nature of the s ^ b , 

oie welI i s not subject to the Kew Mexico P r i c i n g Act. 

MS. STOGNER: Okay, w e ' l l g o t 

-o th« i: i u t e r . I j u s t want to make sure I've got every t h i ng 

: o on - o.- V.. 

Okay, Mr. Carr. 

MR. CARP: At t h i s time I'd 

' i l l James W. Hankinson. 
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jAoTS W. H AKKIKECN , 

' . leu as a witness and being duly sworn upon h i s 

•ath, t e s t i f i e d as f o i l o w s , t o - w i t : 

DIRECT EXAMINATION 

Q W i l l you s t a t e your f u l l name unci place 

residence? 

* Yes. My name is James vv, Han^in^on, U~i\-

K'~y - I ~h'-G-0, I l i v e i n Fnglewood, Colorado. 

o By whom are you employed ana i n what, ca-

- -oo o.: •/', 

A There seems to be a i i L t i e confusxon 

here, but I work f o r Texaco. We were acquired ~- I was f o r 

merly w i t h Getty O i l Company and, 1 guess approximately a 

yoi=r „go Texaco bought uo out. There i s no more Getty G i l 

Company. 

0 And i n what capacity ara you employed oy 

I'o^aco, Inc.? 

A I work — my t i t l e i s Assistant D i s t r i c t 

' i n Cnarge of Operations. I work i n the Farmington 

• • i s t r i c t , which i s p h y s i c a l l y located i n Denver, Colorado. 

Q Have you p r e v i o u s l y t e s t i f i e d before t h i s 

D i v i s i o n and had your c r e d e n t i a l s accepted and made a matter 

of record? 

A No, I Haven't. 

Q Would you summarize your educational 
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t-.'jckgroand f o r Hr. Stognor, please? 

A Okay. 1 graduated from tk« U n i v e r s i t y of 

Oklahoma i n 1976 w i t h a Bachelor's degree i n p e t r o l emti en

g i n e e r i n g ; also done graduate work there at OU r i petroleum 

orig i neering. 

I'm a Registered Professional Engineer i n 

the States of Oklahoma and Wyoming. 

g Would you now review f o r the. Examiner 

yo; r work experience? 

A okay. I worked i n the State of Oklahoma 

for about f i v e years i n Oklahoma C i t y and Duncan, Oklahoma. 

Then I worked i n Casper, Wyoming, for 

•about tnree and a h a l f years. My t i t l e there was Area En

gineer. The r e s p o n s i b i l i t i e s there included -i 1 i the engin

eering design work, e t c e t e r a , i n production and d r i l l i n g 

operations throughout the Rocky Mountains. That would 

oludo northwest Kew Mexico, Colorado, eastern h a l f of Utah, 

tontana, and the Dakotas. 

Q And while working i n Oklahoma and i n Cas

par you were employed by Getty O i l Company? 

A That's c o r r e c t . I was w i t h Getty then. 

0 Now how long have you been i n Denver? 

A I've been i n Denver about sux months. 

Q And do your c u r r e n t d u t i e s w i t h Texaco 

include r e s p o n s i b i l i t y f o r northwest New Mexico? 

A Yen, they do. The Parr, .: ujtoo D i s t r i c t 

covers ~- aie.-i of r e s p o n s i b i l i t y includes no- ••. hv.-o; t Mew htix^ 
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i c o , o.astern h a l f of Utah, the State of — the western h a l f 

o i Colorado, and southwest corner of Wyoming, and my respon-

S i b i i i t i e s do include northwest Kew Mexico, t h a t ' s c o r r e c t . 

Q Since 1981 your r e s p o n s i b i l i t i e s have i n 

cluded the d r i l l i n g of w e l l s i n the San Juan Basin? 

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

0 And i n t h i s job d i d you become f a m i l i a r 

wich trie procedures followed by Getty i n deciding to d r i l l 

a d d i t i o n a l w e l l s i n northwest New Mexico? 

A Yes, I have become f a m i l i a r . 

U Are you f a m i l i a r w i t h the w e l l which i s 

cue subject of today's hearing? 

A Yes. 

0 Have you reviewed Getty's or Texaco's r e 

cords or; t h i s w e l i ? 

A Yes, 1 have. 

Q would you i d e n t i f y f o r Mr. stogner the 

•*o 1 Is you've reviewed? 

A Okay. I've reviewed the production h i s 

t o r y ror ooth the "K" N"o. I Weil and the "K" No. l-E Weil. 

I've reviewed a l l of our w e l l f i l e s i n both our D i s t r i c t Of

f i c e and the D i v i s i o n O f f i c e there i n Denver. 

I've also spoken w i t h out production 

operations personnel i n Farmington, New Mexico, who have the 

a c t u a l , hands-on, d a i l y day-to-day r e p o n s i b i 1 i t i e o f o r our 
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r; -a! U icat ions aoceptah!<•>? 

m . STOGNER: Are there any ob-

j ectiohs? 

Mr. Kankinson i r so q u a l i f i e d , 

Q Hr. Hankinson, do you happen to know who 

i oesigoatod operator of t h i s w e l l i n the O i l Conservation 

u i v i s i o n records? 

A I believe w i t h i n the l a s t month -ind a 

n a i f we f i l e d a new I believe i t ' s C-104 torn' and I believe 

i 5•'f i n i he hands of Frank Chavez there i n Cortez r i g h t now, 

« 1 '-oi iove Texaco, Incorporated, i s l i s ted as operator 

-Co :'-:co producing, Incorporated. 

Q Now you st a t e d t h a t you were f a m i l i a r 

v i th the procedures f o i lowed by Getty i n deciding to >\r. i l l 

i n f i l l w ells i t t the San Juan i?asin. 

A Yes. 

Q Would you genera11y review f o r the Cvaoi-

nor fhe decision-making process followed i n deciding oo 

d r i l l t n i s and other i n f i l l wells? 

A Okay. A c t u a l l y , the process would i n -

oiod'- geology and the Development Geology Group would s e l e c t 

t v-e l o c a t i o n from review of o f f s e t w e l l s , production, a v a i l -

dole l o c a t i o n s , et cetera. 

They would s e l e c t the l o c a t i o n where oe 

•-—IC d r i l l a w e l l and they would t u r n t h a t over to the En

gineer i-.g Group i n the D i s t r i c t O f f i c e and the engineer:/ 

'. ro *oi,Tc evaluate the reserves, review tht- cost, prepare 
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COB1: to d r i l l tne w e l l , o b t a i n gas p r i c e s and run the 

economics and make a decision t.o make a recommendation to 

management, you know, t o d r i l l tne w e l l . 

Q I n looking at the gas prices were you de

termining whether or not you had an economic w e l l or whether 

or not you would get a b e t t e r p r i c e than the — ar. older 

wel 1 on trie u n i t ? 

A We were j u s t s t r i c t l y looking at whether 

•• •: '1 have an economic w e l l here. That's how tne de c i s i o n i s 

m-ide. 

0 was the Mexico Pederal "K" Well Mo. l-E 

d r i l l e d t o p r o t e c t the spacing or p r o r a t i o n u n i t from d r a i n-

«.i g e ? 

A No. 

• i When was the f i r s t w e i l on t h i s spacing 

u n i t d r i l l e d ? 

A The f i r s t w e l l was spudded December 2Sth 

or i -ho.. 

Q And i n what pool was i t completed? 

A. That's the Basin Dakota. 

Q Has i n f i l l d r i l l i n g been approved f o r the 

t a s i n bakota Pool? 

A Yes, s i r . 

Q And do you know tne ordor number by which 

une Commission approved t h i s d r i j1Ing? 

/ Yes. i t ' s Order No. R-16?h--V. 

Q Does Order F-i£?C-v provide ?.;•>.at i n f i l l 
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; V j ?i • it.vj s l ".± increase the recoverable TOserves In t h i o 

oool ;• 

A Yes, i t does. 

b would you i d e n t i f y f o r Mr. 5t.og.uer ch-

.-t,,ding.j i n tn«t order which reached these conclusions'? 

A Okay. Those are Findings 13, 14, 15, and 

16 i n t h a t order. 

MR. CARR: Mr. Stogner, a t t h i s 

time we would request t i i a t Order R-1670-V be incorporated by 

foresee i n t o the record of t h i s case. 

MR. STOGNER: Order p d j . h'-lC"C-

'- i i i I oe taken a d m i n i s t r a t i v e n o t i c e o f . 

MR. CARR: Well, and. w i l l that, 

be p u i t of the record, Mr. Stogner? 

MR. STOGNER: Sure. 

Q *<ould you now r e f e r t o what' s been marked 

i o r i d e n t i f i c a t i o n as Texaco E x h i b i t A and i d e n t i f y t h i s , 

1Iou ye. 

A I guess t h i s i s -- I don't know whether 

you c a l l i t . an a f f i d a v i t or c e r t i f i c a t e , or j u s t wher. Any

way, i t ' s a n o t i c e s t a t i n g t h a t Getty i s tbe operator c f 

I - i o w.d I , Let 1 s see — 

Q Is t h i s the c e r t i f i c a t i o n t h a t i o r e 

quired be included w i t h an a p p l i c a t i o n f o r exemption by O i l 

C ;>ii ser vat ion D i v i s i o n Order 5436? 

A Yes, i t i s . 

C And t h i s i s the a f f i d a v i t which. v»« p r e * 
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pored and signed by you on behalf of the operator? 

A That's correct. 

Q And t h i s a f f i d a v i t states for Texaco that 

baaed on a review of the records that the a b i l i t y of the 

subject well did not have i t s a b i l i t y to produce r e s t r i c t e d 

oy Getty in any way? 

A That's correct. 

Q And this restriction wouldn't have beea 

for avoiding the application of the State Pricing Act. 

A That i s true. 

Q And you are the authorized and respon

sible person for executing t h i s c e r t i f i c a t i o n on beha1f of 

ioxaco. 

A Yes. 

,j When was the i n f i l l well spudded on t h i s 

pacing unit? 

A bet's see, September 30tn, 197*. 

0 And when were f i r s t sales made from the 

11 ? 

A June 25th of 1980. 

bj Mow, Mr. Hankinson, have you reviewed or 

caused to be reviewed the production history on the o r i g i n a l 

well on th i s spacing and proration u n i t from the date the 

o; f i l l well was d r i l l e d ? 

A yes, 1 have. 

>} Ha sec on that review, cen you t e s t i f y .as 

to whether or not the o r i g i n a l well on the proc* tiur. u n i t 
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ins nad i c s a b i l i t y co produce i n t o the p i p e l i n e r e s t r i c t e d 

i n any manner t o avoid tne p r i c i n g p r o v i s i o n s of the New 

Mexico Natural Gas P r i c i n g Act? 

A No, i t was not r e s t r i c t e d . 

0 What are the reasons t h a t tne o r i g i n a l 

w e i i on t h i s spacing u n i t would have had i t s production cur

t a i l e d by Getty? 

rt Ch, there's two or three reasons, I 

guess. Each year you're required to do t e s t s t o r trie State 

t n a t migrit nave had the w e i l shut i n . 

Any mechanical problems t h a t we might 

nave iiau; coula nave been also Code 11, you Know, lack of 

oeroana oy the purchaser, ana -— 

Q Are you aware ot any other reason t h a t 

tne production from t h i s w e l l would have been c u r t a i l e d oy 

Getty? 

A No, I'm not. 

Q Is i t Getty's p o l i c y t o produce a l l wells 

t n a t they operate t o t h e i r capacity unless p r o h i b i t e d from 

aoinq t»o ny one of the reasons you've j u s t stated? 

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

Q Was the i n f i l l w e i l d r i l l e a f o r reasons 

other tnan avoiding the p r i c i n g act? 

A xes, i t was. 

Q Anu why was i t d r i l l e d ? 

A Weil, i t was d r i l l e d to increase r e 

serves, maximize recovery from the spacing u n i t , and to max-
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i w i z e the use of energy there i n t h a t spacing u n i t . 

MR. CARR: Mr. Stogner, a t t h i s 

time we would o f f e r i n t o evidence and ask t h a t i t be i n 

cluded w i t h the Damson a p p l i c a t i o n Getty — what has been 

marked as Getty E x h i b i t Number A, which i s the c e r t i f i c a t i o n 

f o r the Mexico Federal "K" w e l l No. l-E. 

?1R. STOGNER: Are there any ob

je c t i o n s ? 

Getty E x h i b i t A w i l l be admit-

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

MR. CARR: That. concludes my 

examination of Mr. Mankinson. 

MR. STOGNER: Thank you, Mr. 

C a r r 

no questions 

witnose. 

Ms. Aubrey, your witness. 

MS, AUBREY: I have no -ore — 

MR. STOGNER: Mr. N'snce, your 

MR. NANCE: No questions. 

MR. STOGNER: Mr. Hall? 

HR. HALL: Ho questions. 

CROSS EXAMINATION 

BY MR. STOGNER: 

Q Mr. Hankinson, the Well No. i , who i s i t 

s e l l i n g t o p h y s i c a l l y ? Who i s the gas — 
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a I b e l i e v e the t r a n s p o r t e r i s Southern 

Union f o r both w e l l s . 

G e t t y ' s , or Texaco's c o n t r a c t i s w i t h r , i 

{.i i know o l d hab i t s are hara t o beat . 

A okay. 

y Are you aware i f Getty on the No. l - i , 

r u e d f o r an NGPA a p p l i c a t i o n w i t h tne 0. S. BLri i n Albu

querque? 

A Yes, they d i d , and I believe they r e 

ceived Suction 103 p r i c e s . 

0 Do you know when t h a t was, by uoy chancer 

A 1 don't have t h a t date a v a i l a b l e , I'm 

so r r y . I a o n : t remember. I t would have been s h o r t l y a f t e r 

tne d r i l l i n g of the w e l l , was the normal procedure. 

W Oo you know i f the No. 1 Well nas ever 

been shut aown f o r any iengtny period of time, say a three 

month p e r i o d , four month period? 

A I t , from reviewing the production h i s 

t o r y , i t looks l i k e i t could have been shut i n f o r a two — 

two montn period during tne summer months, lack of demand. 

Q What years would t h i s have been? 

A Oh, '82, '83 is what it looks like; ' '6 2 

ana ' B3. 

y Ana you believe t h a t snut i n was due to 

market aemanc? 

A Yes. 
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Q Who snut those w e l l s in? Would Southern 

Union have been the one t o shut them i n or Getty? 

A Southern Union. 

G Southern Union? Do you know what the i n 

crease i n reserves are under the No. l-E We 11 ? 

A No, I don't know e x a c t l y what we hove 

booked f o r reserves f o r t h a t w e l l . 

Q Before Getty d r i l l e d these wells would 

they have done t h a t s o r t of a study? 

A Oh, yes, yean, you'd have to estimate the 

reserves i n order to run our economics t h a t are required by 

management f o r approval. 

Q When would they have done tha t ? 

A When would they have done the reserves 

study? 

Q Yes. 

A They would probably have done t h a t , w e l l , 

r i g h t before they decided to d r i l l the l-E Well. 

Q Well, n a t u r a l l y , but --

A Do you want a date when that, would have 

been done or — 

0 Approximately, l i k e a year or two, some

t h i n g 1 ike t h a t . 

A I would say i t would have been done cur-

ina 3979. 

What production records do you have 

f r o n t of you there' 
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A This i s j u s t <i d e c l i n e curve t a a t out oi--

t i c e wouia Keep f o r these two wel i s , f o r the K" No. I and 

tne "K" i - t . 

MH. STOGNER: Mr. Catt" , uo /Ou 

oian to present those as exhibits'? 

MR. CARR: I had not planned to 

do t n a t , Mr. Stogner. 

MR. STOGNER: 1 'would suggest 

t h a t we wouid. 

HR. CARR: bay be take tt very 

o r i e f recess? 

MR. STOGNER: Sure, how b r i e f 

ao you want? 

MR. CARR: I w i l l depend t-n how 

long i t takes me to look a t these records. We may need to 

also copy them. 

MP. STOGNER: U*ay, ' 1 i 'cake 

a o r i e f recess so t n a t Mr. Carr may ao t h a t . 

(Thereupon a recess was taken.} 

REDIRECT EXAMINATION 

t i l MR. CARR: 

G Mr. Hankinson, would you i d e n t i f y what 

nas oeen marked as Getty E x h i b i t s B and C? 

A Okay, those e x h i b i t s are d e c l i n e carves 

on tne Mexico Fed "K" No. 1 and Mexico Fed nK'' i - b . 
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Q 'What i s the source of the i n f o r m a t i o n de

pi c t e d on •— on those e x h i b i t s ? 

A Those are taken o f f — those numbers are 

taken o f f the producer's, I mean the t r a n s p o r t e r ' s volume 

statements, which we receive monthly. 

MR. CARR: Mr. Stogner, at t h i s 

time we'd o f f e r Getty E x h i b i t s B and C. 

MP. STOGNER: Are there any 

obj e c t i o n s ? 

Getty's E x h i b i t s B and C w i l l 

be admitted i n t o evidence. 

RECROSS EXAMINATION 

BY MH. STOGNER: 

Q Mr. Hankinson, these f i g u r e s are essen

t i a l l y the same ones t h a t are reported on our C-115'3 Month

ly Operator's Report, i s t h a t r i g h t ? 

A Yes, s i r . 

Q Okay. 

MR. STOGNER: At t h i s time I 

would l i k e to make a d m i n i s t r a t i v e n o t i c e of those records 

t h a t are kept here a t the New Mexico O i l Conservation D i v i 

sion known as the C-115, and also we w i l l take a d m i n i s t r a 

t i v e n o t i c e of the w e l l f i l e s on both the No. 1-K and the 

No. 1 *K" S Well t h a t are also here i n our Santa Fe O f f i c e . 

Mr. Carr, do you have any f u r 

ther questions? 



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 

i / 

>1R. CARP: 1 have r.c f u r t : ; 

od •••.r . hetnkmson, 

,iH, STOGhEh: Are c h o o .is,/ 

'.-.*:•< goes; ion,s of Hr. hankinoon? 

I I n o t , he !T5ay b e OXC i J o d Oi . 

dr. Carr, do ^ou ha-;*i o yt:t„. . 

MR. CAPi?.: do, dr. :,t j - j ; j ? r , 1 

'•>.':' t have .anyu!ting f u r t h e r i n terms of d i r e c t p r e s e n t a t i o n . 

•1 .,'sre i s one matter concerning motions t h a t ••.ore roused ot 

• .' -^iruotng oi" the proceeding t h a t J wouia l i k e e i t h e r to 

- i i n l y or make an independent motion. 

There are oLoor ooooperutlog 

••.or knuj i n t e r e s t owners i n the Mexico Federal J1Kn l -d T-Jei 1 

-ad a 1 so toe McLeod, as w e l l , which i s the Ceoa-operated 

- e l 1 . 

In the Mexico f e d e r a l 1! id' "*-b 

•d iy Are Consolidated, Crown C e n t r a l , and Amoco. 

In the McLeoo d o l l taey'rc toe 

Crew*; Central — i t ' s Crown C e n t r a l , and i would request 

: . -t. ' o o oe permitted t o j o i n i n the a p p l i c a t i o n of Damson, 

•.?«> i f , i n f a c t , you decide to exempt non oper--ting c o o s , or 

soles f r o n a well of nonoperators, t h a t a l l nonoperators, or 

do other nonoperators, w i l l also b e n e f i t from the oxsmptioo 

. •• d o i l i not rinve to cooe back and do t h i s aguin on ". 
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MR. TAYLOR: Are you moving --

what's your motion again? 

MR. CARR: Thar, the Commission 

or the Examiner permit consolidated Crown Central and Amoco 

to adopt by reference and concur i n the — j o i n i n the ap

p l i c a t i o n of Damson. 

They are also nonworking i n t e r 

est owners i n the w e l l and t h a t — they would also b e n e f i t 

from the exemption. 

MR. HALL: Mr. Examiner, I be

li e v e t h a t Mr. Ca r r 1 s motion i s compatible w i t h the previous 

motion I made on behalf of Crown Central and Consolidated. 

we would concur w i t h t h a t . 

MR. STOGNER: Thank you. 

MR. NANCE: El Paso has no ob

j e c t i o n . 

MR. STOGNER: Ms. Aubrey. 

MS. AUBREY: Mr. Stogner, I 

have no o b j e c t i o n , although I t h i n k I should have, so 1 

don't have one, as long as Mr. H a l l i s not con t i n u i n g t o op

pose the a p p l i c a t i o n when Mr. Carr has asked t o j o i n i t , you 

know, they're from the same o f f i c e . 

MR. TAYLOR: Do any of you pur

p o r t t o represent Amoco at t h i s 

MR. CARR: we represent Amoco 

i n the i n f i l l proceedings. 

MR. HALL: They would have no 
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MR. CARR: They would have no 

O D j e c t i o n . 

MR. STOGNER: Mr. Carr, Mr. 

n a i l , also, we're going to s t i l l take these motions under 

advisement at th i s time; however, thanks for c l a r i f y i n g 

tnese points. 

MR. CARR: W i l l your r u l i n g oe 

contained i n an order whicn w i l l r e s u l t from t h i s hearing? 

MR. STOGNER: Either tnat or I 

w i l l rule on i t before today i s over. 

MR. CARR: Thank you. 

MR. STOGNER: Or oetore the Ap

r i l l o t h hearing is over. 

MR. CARR: Okay. 

MR. STOGNER: One way or tne 

ocner i w i l l r ule on i t sometime. 

Mr. Hall? 

MR. HALL: I f I might, Mr. Exa

miner, I'o l i k e to make an additional statement on behaif of 

crown Central and Consolidated. 

MR. STOGNER: Okay. 

MR. HALL: I f i t ' s appropriate 

at t h i s time. 

MR. STOGNER: Sure, l e t ' s get 

tms out i n the a i r at t h i s time. 

MR. HALL: Weil, we ce r t a i n l y 
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40 

do apologize to the Examiner for complicating t h i s case. I t 

was made necessary by the c o l l a t e r a l proceeding that's on

going i n the D i s t r i c t Court for San Juan County. 

In that regard I would l i k e to 

make, I guess i t would be styled a prospective objection to 

any proposed order that would purport to enumerate t i t u l a r 

ownership i n the affected properties of the f i r s t applica

t i o n . 

Correspondingly, we would re

quest that the Examiner take administrative notice of the 

proceedings numbered C i v i l No, 84-641 and styled Crown Cen

t r a l Petroleum Company, et a l , versus Damson Oil Corpora

ti o n . 

MR. TAYLOR: Mr. Hall, could 

you t e l l us the essence of those proceedings? 

MR. MALL: Among other tnings 

i t involves a quiet t i t l e to the properties that are subject 

to the application in the instant proceeding. 

There's also a dispute as to 

the ownership of operating r i g h t s and farmout agreements un

der an operating agreement dated March 10th, 1959, which i s 

the heart of that lawsuit. I t affects the instant proper

t i e s , as I said. 

The percentage of working i n 

terest ownership asserted by Damson here today w i l l be de

termined by that proceeding. 

MR. TAYLOR: Is there some con-
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tension xn chat proceeding that otner than Getty or Texaco 

are the operators of that well? This well? 

MR. HALL: We assert on oenait 

of crown Central that crown Central i s the operator under 

tnat operating agreement and through a farmout gave 

Getty/ Texaco tne farmout for tne Mexico Fed *'K" l-E in the 

soutnwest-13 communitization for the acreage aedicated to 

that w e l l . 

MR. STOGNER? Mr. H a i l , c o u i o 

you c l a r i t y something for me? 

ln t h i s — i n t h i s l i t i g a t i o n 

are we taiKing aoout the operator of the w e i i , tne i - t , or 

the proration u n i t including the Well No. 1 ana tne "well uo. 

l-E? 

MR. HALL: We don't contest 

that Getty or Texaco i s the appropriate operator by v i r t u e 

of the operating agreement 1 previously mentioned end a 

farmout coming therefrom. 

To c l a r i f y our position m t h i s 

proceeding. Crown Central and Consolidated do not oppose 

Damson's application here. We are appearing solely to tne 

extent of protecting our t i t u l a r ownership in t e r e s t i n tne 

airectea properties and would object to the entry od any or

der by the Division which would go so f a r as to purport to 

af f e c t t i t u l a r ownership at a l l , or at least even enumerates 

ownership. 

MR. TAYLOR: Mr. nan, you 
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don't want us to s tate that Getty i s the operator? 

HR. HALL: We in fact do. 

MS. TAYLOR: You do want us to 

say tnat. 

MR. HALL: we're not contesting 

MR. TAYLOR: You don't care? 

You j u s t don't want us to say who owns the t i g h t . 

MR. HALL: Getty i s the opera-

MR. TAYLOR: Getty i s actually 

operating the well at t h i s time. 

MR. HALL: I don't believe the 

Division should get into ownership matters. 

MR. TAYLOR: Oh, we might j u s t 

slide i n t o i t . 

MS. AUBREY: May I respond, Mr. 

Examiner? 

MR. STOGNER: Please, Ms. Aub

rey. 

MS. AOBREY: Thank you. 

I object to the Commission 

being asked to take administrative notice of court proceed

ings without any production of a witness or any court docu

ments • 

For the Commission to consider 

i n acdition the t i t u l a r ownership of a working interest, i n 
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tne w e i i i s not re l e v a n t to the question ot whether* or uot 

tne production from the w e i l i s exempt from tne p r o v i s i o n s 

of the New Mexico Natural Gas P r i c i n g Act, because the w e i l 

was d r i l l e d f o r reasons other than avoiding cue Ao,. i 

minx, t h a t i s completely i r r e l e v a n t t o the proceeding here 

and i s not. a question which you need t o consider even i f you 

were provided w i t h an appropriate witness or .appropriate 

documents from which you could decide whether or not t o take 

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

MR. TAYLOR: So the only oojec

t i o n o i everyone i s to the order s t a t i n g anytnmg about own

ers h i p out there i s no o b j e c t i o n t o anything stated about 

the operating — who the operator i 3 . 

MS. AUBREY: As I understaou r t 

MR. TAYLOR: By e i t h e r :>ide. 

MS. AUBREY: — Crown Cc/iaai 

aoes not Dispute t h a t Getty i s i n f a c t operating t h i is w e l l . 

The question before yo 

i s whether or not Getty, as operator, has given you s u f f i 

c i e n t testimony and evidence to draw a conclusion t n a t tne 

well was d r i l l e d f o r reasons otner than avoiding the Act and 

the r e s u l t s of any l i t i g a t i o n i n San Juan County, or any 

proceeding up there t o determine ownership of t i n s we1 I i s 

completely i r r e l e v a n t . 

MR. HALL: From what 1 near 

Mrs. Aubrey saying, her statemenst are i n complete accord 
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w i t h our motion. I agree w i t h her t h a t i t i s beyond the 

provence of t h i s D i v i s i o n t o determine ownership of any pro

perty i n t e r e s t at a l l . 

That's why we've r i s e n w i t h our 

oc-c..siled prospective o b j e c t i o n i f the D i v i s i o n seeks i o en

t e r an order t h a t may attempt t o a f f e c t ownership i n t e r e s t , 

and t h a t ' s a l l . 

We'll be glad to make 

MR. TAYLOR: what doeo El Paso 

th i n k about a l l t h i s ? Do they have any o b j e c t i o n to any

thing? 

MR. NANCE: As fa r as 1 can 

see, the only order t h a t Crown Central would object to i s 

one t h a t somehow stated Damson had an oper a t i n g i n t e r e s t i n 

the we 11. 

I can't see the Commission mak

ing an order l i k e t h a t . I t h i n k the p o s s i b i l i t y of -hat i s 

f a i r l y remote. I t h i n k everyone acknowledges t h a t — t h a t 

Getty i s the operator of the w e l l ; t h a t Damson has working 

i n t e r e s t as a non-operater. 

El Paso has a s i m i l a r working 

i n t e r e s t as a non-operator. I t h i n k those are poi n t s t h a t 

are s e l f evident and t h a t such a prospective o b j e c t i o n i s 

r e a l l y unnecessary. 

MR. TAYLOR: Thank you, Mr, 

Nance. Just a p o i n t of c l a r i f i c a t i o n as to El Paso's s i t u a 

t i o n on one or beta of these w e l l s . 



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 

4D 

You nave an i n t e r e s t i n tne qas 

out you're not t a k i n g i t , but you're t r a d i n g w i t n Southern 

Union f o r the production of t h i s w e l l as against some other 

weils? or these wells? 

MR. NANCE: Okay, I'm not sure 

exact Sy wnat gas El Paso might or might not be t a k i n g from 

the fiexico Federal Well. "We know we do have a working i n 

t e r e s t i n some of the production from the Mexico Federal 

Wall and t h a t working i n t e r e s t i s being sold t o Southern 

un^on under an i n t r a s t a t e sales c o n t r a c t . 

So our working i n t e r e s t i n Mex

ico Federal w e i l i s e s s e n t i a l l y i d e n t i c a l , although tae per

centages may d i f f e r , the nature of t n a t i n t e r e s t i s tne same 

as Damson's i n t e r e s t i n t h a t w e l l . 

I t seems to me t h a t the problem 

t n a t comes up here t h a t t h i s i s an a p p l i c a t i o n being r i l e n 

by someone other than the operator of the w e l l t o r t h i s 

P r i c i n g Act exemption and i n t h a t regard i t i s an unusual 

proceeding. 

Perhaps Crown Central'3 worry-

i s t h a t since Damson i s b r i n g i n g i n a p p l i c a t i o n t h a t t h a t 

somehow confers some type of operating r i g h t to Damson. I 

don't t h i n k t h a t ' s the case but I don't t h i n k t h a t should be 

a problem from t h e i r p o i n t of view. 

I t would be the same s i t u a t i o n 

i r Ei Paso nad brought t h i s a p p l i c a t i o n . We wouldn't there

by assume t n a t we had somenow acquired some operating r i g h t , 



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 

aimpiy because we are bringing application co protect an i n 

terest that we have i n the w e l l . 

MR. TAYLOR: One other ques

t i o n , Mr. Nance. When you trade production from welly, i s 

i t done on the value of the gas or the quantity of the gas'.' 

MR. NANCE: I t ' s done either or. 

the basis of volumes or BTU content but the price of the gas 

that's traded has nothing to do with i t . 

MR. TAYLOR: Thank you. 

MR. STOGNER: Mr. Hall. 

MR. HALL: One f i n a l point of 

c l a r i f i c a t i o n . I r e a l l y did hope to avoid l i t i g a t i n g my 

11th D i s t r i c t case here i n f r o n t of the Division, DJt Damson 

has presented evidence as to i t s purported warxing i n t e r e s t 

ownership to the Division. They assert a b . t l d percent 

working i n t e r e s t i n the "K" l-E property. 

Vie r i s e simply to point out 

that the proper working i n t e r e s t ownership w i l l be deter

mined i n the D i s t r i c t Court proceedings and we request that 

the Division's findings and conclusions to be promulgated 

with your order do not address ownership. i t i s beyond the 

provence of the Division i n the f i r s t place. 

MS. AUBREY: Mr. Stogner, I 

agree that i t ' s beyond the provence of the Division and i 

don't know why we're taking up so much time because as 

everyone has agreed, i t ' s beyond the j u r i s d i c t i o n of the 

Commission. 
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We're not asking you ty c-eter

mine what Damson's percentage i n t e r e s t i n t h i s i s , hut sim

ply wnether or not Damson's production from t h i s w e l l , wnat-

ever th e i r working interest i s , i s exempt from trie p r o v i 

sions ot th<s New Mexico Natural Gas Pricing Act. 

MR. STOGNER: Mr. Hall, your 

motion i s taken under advisement. 

Is there anyt tuny else? Or 

whose turn i s i t ? 

tninq turther' 

nothing turther, 

Ms. Aubrey, do you have any-

MS. AUBREY: ho, s i r , I have 

MR. STOGNER: Okay, Mr. hance? 

MR. NANCE: Mr. Examiner, El 

Paso woula l i k e to ofrer a motion that witn respect to the 

McLeoa Feaeral No. 2-E Weil that well be considered exempt 

from tne Natural Gas Pricing Act on any one of tnree bases. 

The f i r s t , that a l l of the 

production from tnat well i s going i n t o El t-aso Natural Gas 

Company's i n t e r s t a t e pipeline delivery system. 

The second basis tnat i s 

necessary would be New Mexico's statutes, Section f. 2-7-4, 

Paragraph 8-2, which would exempt gas to tne extent that i t 

i s commingled with gas destined for i n t e r s t a t e commerce 

where tnere i s a volumetric exchange of such volume ~- of 

such gas. We feel that would apply i n this — i n t n i s 
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circumstance and would take t h i s well out of the a p p l i c a o i l -

aty of the Pricing Act. 

F i n a l l y , i f neitner of those 

two i s considered an adequate basis for exempting ths wells, 

we would support the e x i s t i n g application of Damson and 

would support they attempts when a Mesa witness is tendered 

to have the well exempted under the t r a d i t i o n a l i n f i l l well 

exemption procedure. 

MR , STOGNER: Mr. Nance, these 

motions, t h i s motion that you're making only refers to Case 

P469, the McLeod w e l l , i s that r i g h t ? 

MR. NANCE: That i s correct. 

MR. STOGNER: Thank you, Mr. 

Nance. Your motion w i l l be taken under advisement. 

Mr. Nance, would you c l a r i f y 

one thing for me? 

Your f i r s t example that you 

mentioned, that t h i s gas i s going i n t e r s t a t e and i s not sub

j e c t under the NGPA, do you have a p a r t i c u l a r FERC section 

or NGPA section number to refer back to? 

Other than the physical taking 

of the gas the connection of the well to El Paso'? system 

ar.d the fact that the gas i s physically taken int o El Paso's 

system and that system i s an in t e r s t a t e system, no, I'm not 

relying on a •— on a Federal statute. I am relying- essen

t i a l l y on the — the exemption of i n t e r s t a t e gas from the 

New Mexico Natural Gas Pricing Act i t s e l f . 
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4 :i 

I don't have a section to r a i e r 

CJ immediately. Tne Act i s designed to apply to in t r a s t a t e 

sales of gas and to the extent that a l l of the gas from t h i s 

weil is going into the i n t e r s t a t e market, pnysicaliy, we 

reei t o i s i s s u f f i c i e n t oasis for exempting the w e l l . 

MP. STOGNER: Thank you, Mr. 

Nance. 

Thanx you, Mr. Nance, for that 

c l a r i f i c a t i o n or n o n c l a r i f i c a t i o n . 

MR. NANCE: Mr. Stogner. 

MR. STOGNER: Yes, s i r . 

MR. NANCE: I t might nelp to 

refer ro Section 62-7-4, Paragraph A. 

MR. STOGNER: That's a New Mex

ico scatute? 

MR. NANCE: Yes, the New Mexico 

statute. Eacn of these references, I should note, is not 

the current statutory reference. This i s the statute that 

was i n e f f e c t u n t i l July 1st of 1984 and i s the New Mexico 

— i t s short t i t l e i s The New Mexico Natural Gas Pricing 

Act. 

As of the 1st of July, 1934, 

that Act was superseded by the New Mexico Natural Gas Price 

Protection Act. The provisions of the Price Protection Act 

are somewhat d i f f e r e n t and t h i s proceeding i s not concerned 

witn tnat subsequent act. 

So each of these sections that 



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 

1 nave referred to i s tne section that was in ef f e c t up un

t i l tne 1st of July, 1984. 

MR. STOGNER % A l l r i g h t . 

MR. TAYLOR: Mr. Nance, I hata 

to belabor t h i s , but i s n ' t i t — on t h i s well i n 5469, that 

production i s not under contract, i t ' s sold to El Paso, a l l 

of i n i n t e r s t a t e , i s i t not? 

MR. NANCE: That — I think 

your observation i s exactly r i g h t . El Paso, and I do not 

know the percentages and i t would probably oe helpful for us 

to be able to get that information for you, but the majority 

of the gas taken from the well is purchased by El Faso and 

put i n El Paso's general system supply. 

The remaining portion of the 

gas appears to be gas that El Paso takes for Southern 

Union's account and then redelivers to Southern Cnion ac 

some other location equivalent volumes that probably de then 

go into s t r i c t l y the i n t r a s t a t e market. 

MR. STOGNER: Thank you, Mr. 

Nance. 

Is there anything else ir. Case 

Number 3 468? 

Case Number 8468 w i l l be taken 

under advisement. 

Is there anything further i n 

Case Number 8 469 at t n i s time? 

I f not, t h i s case w i l l be con-
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tinued co tne Examiner's Hearing scneduled for A p r i l 10th 

i-*d4 — 6S, at which time i f I'm not here, I w i l l at ten 

tnat and oe tne examiner at that one, also. 

Are there any closing state 

meats? I'm sorry, i s there anything further i n — i n any 

in mc ,-: 

There being none, I've a i r e ad. 

said what 1 aid. 

(Hearing concluded.) 
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ii f. T I : I C A T S 

i, SALLY W. BOYD, C. S. !•:. , oo ':~b'j; 

b..b:i I v Y that, the foregoing Transcript of Keari.ig d i i u v ; 

.i. . o;:::o: ;.4Lh,:. Division wau re por tea by me; t n ^ t the ta: 

tran s c r i p t .is a f u l l , true, and c t r r e c t . ecoi i of 

prepares by me to too beet of my aba i i t y . 

X. 

f do r .-

Oil Conservation Diylslon 

•bt b 

a w , 


