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I N D E X 

vvARHEM 0. CURTIS 

d i r e c t ExamiTcuioji by Mr* Cooter 6 

Cross Examination by Hr * Staroet& l i 

Cross Examination by Kr, He nee lb 

STATEMENT BY MR, CHAVEZ 

Questions by A r . Stamets 

Questions by Mr. Nance 

E X H I B I T S 

Attachment A 

Chavez E x h i n i t One, Ca l c u l a t i o n s 
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MR, STAMETS; The hearinq w i l l 

please come to order. 

We * i 1 ca 3 i L I T S t, t r* i s morn x no 

f o r Case 8749, which was continued troo- the November IS, 

A'JB!># D i v i s i o n hearing. 

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

tne o n Conservation Commission on i t s own raov: on to rescind 

order No. «-lo70, as amended, t o r e c o d i f y an-J amend the Gen

era;. Rules and Regulations r o r the prorated q^s pools con

tained t h e r e i n and t o amend the sp e c i a l gas p r o r a t i o n * na

na i us f o r uae Atoka-Pannsy ivanj.an, i s i i n e b i y , r'uff&io Valley™ 

Pennsylvanian,, Burton Plat-Morrow, Burton F I at~Strawn # Sout.rt 

carJshad-Morrow, Crosby-Devonian, Eumont, inoi a n Basin-Mor

row, Indian Basin-Upper Pennsylvanian, Jalmat, Justis-GAor-

l e t a , Monunsent McKee-EJ lenburger, and Tubb Gas Pools i n Lea, 

Eddy, -.md Chavez Counties. 

MR. STAMETS: Co you have any 

a d o i t i o n a i appearances i n t h i s case t h a t we d i d not have i n 

Ncvewber? 

Mr. Cooter? 

MR. COOTER: Mr. S t a r t s , Paul 

' '! r w i t n the aodey Law Fir.Ti, r epresenting Northwest Pipe

line? Corporation. 

For the purpose ot r e c e i v i n g 
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evidence only, I would l i k e t o move the c o n s o l i d a t i o n o i 

c a l l Case, the f o l l o w i n g case, being Case Number 0792. 

MR. STAMETS; Yes, l t r . Cooter, I 

believe t h a t t h a t ' s a~ appropriate t h i n g . 

Would you c a l l Case Number 

879"?? 

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

Northwest P i p e l i n e Corporation t o amend u i i Censer vat ion-

D i v i s i o n Rule 403, Rule 1100, Hale 1111, ana Form C - l l l . 

MR. STAMETS: Do we have any 

other appearances i n e i t h e r of these cases today? 

Mr. Hanee. 

MR. NAMCE: ' i r. Stamets, on be

h a l f of El Paso Natural Gas Company, my i a John Sance, 

I'd 3 i k e t c enter my appearance, as w e l l as Kr. U. L . Ken

d r i c k on behalf of Ei Paso Natural Gas. 

MR. STAMETS: nre there other 

appearances? 

Mr. Chavez. 

MK. CHAVEZ: Yes. I wish t o 

make an appearance on beha'f or the Aztec o i s t i l e t O f f i c e of 

the O i l Conservation d i v i s i o n . 

MH. STAMETS: ony other appear

ances i r e i t h e r of these two cases? 

Does anyone de s i r e t o go ahead 
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of Mr. Cooter today? 

It" n o t , w e ' l l Jot Hr , Cooter 

proceed. 

W i l l you have any witnesses who 

were not sworn i n the previous caseV 

MR, C00T6R: Uo, s i r , we uniy 

have one witness, ¥ r , Warren Curtis, wno was sworn before 

and t e s t i f i e d i n the November I5»tn hearing, 

1 do nave at counsel table wi th 

me Dei J Draper, in-house counsel for Northwest, i n 3aIt Lake 

C i t y * 

MR. STAMliTo; Lot the record 

show that Mr. Curtis has already been sworn ana q u a l i f i e d a*-. 

the previous case and i s considered the same .u> Case 8792, 

MR. COOTER: Hr. Stamets, I 

have handed to you and to others a revisea attachment h, 

whiea was included with the notice mailed ror t h i s hearing 

toaay. 

The changes that have been made 

were, r i r s t , to correct a mistake on the copies that wer<; 

submitted to you. 

On tha f i r s t page, under Rule 

Mas , xn trie ciii r d l i n e , the word "taxe" aad not been 

scratched, which should have been, and so m our revised ex

h i b i t we have 3ust eliminated that one word, i c should have 
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been e l i m i n a t e d . 

On the second page something 

happened t o Rule 18 i n which there was a proposed change waa 

— somehow didn'c get on, and we j u s t attached t h a t and r e -

copied i t . 

Those are ch* only two changes 

i n the attachment t h a t i have nandad to you and am handing 

out ro che people i n the room. We though i~ easier j u s t t o 

redo cne attachment f o r you. 

WARREN O. CURTIS, 

oei rig c a l l e d as a. witness and having been p r e v i o u s l y sworn 

upon h i s oath, t e s t i f i e d as f o l l o w s , to-wit; 

DIRECT EXAMINATION 

BY tik. COOTER: 

0 Mr. C u r t i s , Hr. Stamets has taken note 

f o r tne recoro t h a t you were sworn a t the p r i o r hearing on 

Novemoer 19, which was continued t o t h i s date and a t t h a t 

time i t was requested t h a t you submit t o the Commission your 

s p e c i f i c oroposa I t h a t you aad ta l k e d about ~it the time, 

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

y Speak up su the reporter ;an hear, as 

w e l l *ss the people t n a t we have our back t o . 

Would you i d e n t i f y che — what haa boars. 
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marked as Attachment A and e x p l a i n t h a t t o the Commission 

anc b / i e f l y 90 throuqh waat you have endeavored t o do? 

A E x h i b i t A i s a l i s t i n g of the rules i n 

which e i t h e r "gas t r a n s p o r t e r " or Hyas purxnasar M appear 

wherein Northwest P i p e l i n e f e l t t h a t ch^ro needed co be a 

c l a r i f i c a t i o n of t h a t r e s p o n s i b i l i t y . 

Anc t h i s e x h i b i t only include;-? those 

r u l e s where t n e r t j i s a proposed change. i i ' i n f a c t "gap 

purchaser" i s what Northwest P i p e l i n e f e e i s i s c o r r e c t i n 

tne r u l e s no cnange was made i n t n i s session. The r u l e 

change Goes not appear on i t , or excuse me, the correct, r u l e 

coes noo appear on here. 

This attachment i i s t s two d e f i n i t i o n s 

several r u l e changes. 

The f i r s t d e f i n i t i o n of ' ud.s purchaser" 

LS a new d e f i n i t i o n to the p r o r a t i o n r u l e s , as northwest 

P i p e l i n e envisions i t , ana the d e f i n i t i o n of "gas purchaser 1 9 

m essence i n d i c a t e s t h a t purchaser i s the purcnaser of the 

l a r g e s t percentage i n t e r e s t of the gas i n t h a t gas w e l l , or 

CPU . 

The "gas t r a n s p o r t e r " d e f i n i t i o n i s a r e 

w r i t e of the o l d "gas purchaser" definit i o s ' ! snd wherever 

"purchaser'' appeared i n t n a t d e f i n i t i o n i t has oeen replaced 

w i t h che words ''gas t r a n s p o r t e r " , and <ietine& **gas t r a n s 

porter'' as the r i r s c taker o i gas from tnat. gas we i I . 
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In Rule 3{a^, where I t , gave t n ^ respons

i b i l i t y to the gas purchaser to nominate the gas, i t i n d i 

cated that purchaser would nominate the amount of gas 

which he i n good f a i t h desires to take. 

Northwest £>*ls that v.;; .-re i t ; i t the par-

chaser wno har. that r e s p o n s i b i l i t y , the* word "purchase "* 

enoudl reciace tha word ''take*' as i.o i;ore appropriately i n 

dicate the nomination of the gas purchaser. 

In Rule 5 (b), New Connects Assignment of 

A.« lowafales, again the word "purchaser" appeared i n â any 

places in that ruie. 

The new connects assignment of allowables 

requires various forms to be submitted by t.va buying i n d i v i 

dual to the Commission. 

Fecause i t i s a connection; concern Worth -

vest Pipeline feels that that i s i n fact the t i ansporter wno 

is doing that and wherever "gas purchaser1" appear^ ir- :?u1o 

-'!.:• . i t should oe changed to "transporter^ as i s reflected 

xn v.hAs r u l e , so that the transporter woulc tha one oho 

wouid f i l e tne various forms witn tne Corr:r«isH.*.on. 

In Rule 15;ai, the C o i ; kepore h#s a l 

ways been defined as the Gas Purchaser's Mcnthiy Report. In 

a c t u a l i t y , the transporter i s the one who f i i o s that report. 

ive propose that the report oe changed to 

Gas Transporter and that the transporter continue to f i l e 
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t h a t r e p o r t . 

In Rale 15(c) where i t speaks not. only as 

t o the C - l l l but the forms w i t h the State i n r e p o r t i n g the 

days again i t r e f e r s t o the gas purchaser. We propose t h a t 

t h a t be changed t o r e f e r t o the gas t r a n s p o r t e r . 

And then again i n fsuie j 8, where i t 

req u i r e s a qas w e l l d e l i v e r y n o t i c e , again one purchaser i s 

r e f e r r e d to but the t r a n s p o r t e r has t.nut i n f o r m a t i o n 

i n i t i a l l y and we f e e l t h a t the t r a n s p o r t e r :< * the one oho 

snouia wake t h a t f i l i n g . 

That covers the ch&ncss a&soeiated v?i th 

the general r u l e s r o r che prorated gas pools or. New Mexico. 

As was s t a t e d p r e v i o u s l y , oue t o tha face 

t h a t some General Rules, General State kali-a were t c oo 

changed, we have proposed three changes there, a iso.. 

In Pule 403 where i t speaks of the 

oeasureoeiic of n a t u r a l gas from gas we * 1 s, again the 

t r a n s p o r t e r i s the one who performs coat Si'teasuremeot ano the 

f ^ q u j r e d "purchaser* was s t r i c k e n and we have i n d i c a t e d t h a t 

"transporter 1* should nave t h a t r e s p o n s i b i l i t y . 

In Rule 1100, where i t speaks of w r i t t e n 

n o t i c e s , Form C - l l l was defined as the :;<rs Purchaser's 

Montnly Report. Again, as we have aisousseu i n tne prora

t i o n r u l e s , i t . i s i n f a c t the t r a n s p o r t e r who performs t h a t 

f u n c t i o n . We would propose t h a t Form C - i i i . oe amended to 

i n d i c a t e the Gas Transporter's Monthly Report. 
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10 

And then f i n a l l y j.n the Ru3* ..111, Gas 

Purchaser's Monthyl Report, we recommend that that be chan

gers to the Gas Transporter's Monthly Report, For* C - l l l , anc 

that the transporter do that, f i l e that report. 

M Mr.. Curtis, what i s the need or desire-

a h i i i t y to or tho instances i t i s important to d i s t i n 

guish betvoon the gas purchaser and the gat transporter? 

h In many instances i n Hev .Mexico the ga*i 

transporter and the gas purchaser are not; one same e n t i t y . 

I t has mace a l o t more sense for the nearest transporter to 

connect the w e l l , whether i t be the gas purchaser or not. 

we f e e l that these rules; c l a r i f y the re

s p o n s i b i l i t i e s , these propose changes c l a r i f y tho duties of 

both the gas transporter and gas purchaser. That is our 

main concern is that the car. transporter ana gas purchaser 

r e s p o n s i b i l i t i e s be c l a r i f i e d . 

V?e also feel that there i s a concern that 

3«s purchaser be able to determine the amount of gas that 

eventually i s procuced for t h e i r account wnere from time to 

time the gas transporter has seemed to have more control of 

that responsiio "i i ty . 

(. In tnose instances where the qas pur-

chaser ana tho gas transporter arc oxse and che same, of 

course the present rules are sa t i s f a c t o r y . 

A That i s correct. 
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i t V o , various f i o l d oroblens, :v;uo of connection or t^e 

Tike., your proponed changes then would aid conserve1-i ;,n. 

That is correct. We feel that o t- v.;.? 

!:.'rr-p:>rt*r ar-d the qas purchaser aro uio .Ug'fof-̂ V.. 

e'-.to t i e s or nossibV/ more than two d i f f e r e n t o r , t i f r o ^ . bh:«t 

t r i r would f a c i l i t a t e the function of these ru3«s and help 

t hp: Couo-i<?sior, ̂ di'iinister these rules. 

MR. COOTER: That c r - o l u ^ i s IV; 

d i r e c t presentat ion. 

CROSS EXAMINATION 

PY fiTAMFTS: 

C Mr. Curtis, i f pipelines to -ro.' .. ,•>.. 

arc?3s transporters,, and direct sales occur be twee 

d i s t r i b u t o r or consumer, and a producer, who o: 11 K--.-

p <rehaser? 

A That's a good question. V<e en«-i,-..; ;.»n • •" 

cou3d happen two ways. 

Fi r a t o f f , as I unierttooo ;:urr,-oi] •• 

u n l r r:vo regulations, i f there are two or »--or# ? a l i t i * ^ 

involved, and those an t i t i e s decide on one af ti>i eV;ifV-i 

t"? ho tho controllers or for example, you a d f 13«? -v n:j''i:.:;.?-

t i o n end deoid^il that amongst three parti-ss that: Partv % 

wou3o in fact f i l e tha nomination, then the Co;noWo>-; ro-
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cue 4 tx- that i; ?.et t e r be oh f i l e with them that. Indicates vhc 

wi.; I perform! thot function and then fhe noronntior IH f i l e d 

«o;c.or c:.ngj y. 

We could envision one of two things hap-

pcf.mg i n your question. 

F i r s t off., i f i n fact there in a d i r e c t 

...•\.rchc-ae, a d i r e c t sale, then i n f a c t we envision that the 

purchaser of that gas could f i l e that nomination, hut con-

>-or£,<?}/, oe 4?Iso fee l that i f the purchaser, for various 

reasons, would prefer to designate a transporter of that g.-... 

' . r 1 o that nomination and take that responp.ib.i.l i t y , then 

v-.-ith an appropriate l e t t e r on f i l e with the Corr. i TO:, ion f 

ri;o.: -v. hat a second e n t i t y can assume that res pon s i b i 1 i t y. 

w la that r e f l e c t e d anywhere rr. those pro

posed rules? 

A 1 think i t i s but I'm not sure. I'd have 

to cake a iooh and see. 

G I t appears as though the o r i g i n a l pro

pose .1 oa Ruie 3(a) «s to nominations sort of addresses tha t . 

I t >•« 3ks tibouu the case of s p l i t connections, traded cas, cr 

vher. trie procurer gathers his own gas, delivers i f to a- -

*;:Lhe.r., then the purchasers may mutually agree to authori ze 

one to f i l e the wnole nomination. 

1 presume what you would !.«* t a l k i n g about 

-?..•;«.. ia i o so-ie language olong that l i n e which would, perhaps. 
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inclucU; **non a — when a transport;ar i s acting a, o--n 

access pipeline, that any party who wou3d otneroi se be r*c-

nic,hatec! purchaser n*«y designate the transporter t:s nowinst? 

i.or i i a purchases. 

A You are correct, Mr. Stamets, rdoo is 

. ' . . t r i i t waa i n th.* rules and as such the 1 anguaay should b* 

added oack i n there that would indicate that in the ev?o.t 

that uore than — that several parties aru :̂omJ v;-] ->r rg; 

one e n t i t y wants to designate another e n t i t y aa the eiP.i ty 

holding that r e s p o n s i b i l i t y , that may be core '.••> l o f t r r o-i 

r - . t i . 

Again, we would assume thot u^der oo t 

c.icur.isLancet tne gas purchaser would continue to *,old i h i t 

<o! s pons i b i l icy and we fee l tnat appropriate }-s -u.-o','-' «.?-3 

created or within these rules that would inoic&ie appro

priate l e t t e r would s u f f i c e . 

fce would recommend that , 

t, I wonder i r we need a lit..*..? . hi', r.ora 

cii.-. x l ics t i o n AH to the current purchaser? w~ dov, • t , In 

this propos&d d e f i n i t i o n i t i s not indicated vnat physical 

ur ctic-r.s tahe place. 

I know i f I'm going out to buy r«u apple 

coo th*; purchaser xu unci toe s e l l e r i s , but I " ooo<'<<ri 10, -; f 

i cramps we don't need a l i t t l e more extensive d e f i n i t i ;»n i n 

rniu case? 
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;.. : v. w i l l i n g to gi.vr- th o: A shot 

*>ou 1 •! appreo u t e your help ^nd any suggestions yo.: h3V.?, 

U I'tf thinking along the 11 ties of some i r i 

ot oat ion that, there i s a sale that takes place at some point 

ao.> thv/re ic5 ao exchange of value with thot sale. 

One of the things I should po: nt out no-'; 

that t h i s Cas* 8732 did miss getting advertised i n the 

r'orta.l-i.is paper, problem i n the mail, and so i t v i ! I h-r/e to 

j.; readvertised and brought up again. Ther** may nob neod to 

b« any testimony but i t w r l l have to brought uo s^ain at th-* 

Division's hearing which i s now scheduled for February rV: 

..-.t o so perhaps we'd have an opportunity to circular.? f-;r 

a.-.diti.onal comment, any proposed change of purchaser d e f i n i 

t i o n and to c l a r i f y the roles of the nominator Ln Pule 2 (.-•.), 

In the case of open access transports.-

t^.o'h how i s tne Division going to know who the purchasers 

i r e ? 

r,. That's a good question. I ' nr. not qui to 

bure I nave an answer for i t r i g h t now, Mr. S t a r t s , but I 

Aouid envision that some type of communication i n a d i r e c t 

access sale you would need to he made to the Co nwianion. 

j W i l l transporters know who th*s purchasers 

a.'i c- uider d i r e c t access? 

A I would think that they would. 

••«• would r t be possible for the pipelines to 
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-*- CT trausporters tc advise -he Division. o ? h-. ^ivc'u 

A That -— tnat very d e f i n i t e l y uK>Td Sip-

.,'--r. 'i . ..•.). >.i ruinh "aat oe would need to w r \: •. ^vr.--o: •:' 

A ••••ol '.c-; so^ewh.-re i n that n o t i f i c a t i o n , also. 

i. So to complete the loop on a l l i h i s , o»*r-

h-ipr- what »ie need i s a rule which would provide that • .v.-. a 

'.ran?;, por tor i n a pool s h a l l advise the O.ivi;-. i-m of tha -̂ o--

.- * <• address of any purchaser purchasing gas from sai 5 r r-.c 1 

u t i l i z i n g transporter's f a c i l i t i e s . Wordy, but. * th i r,.U U. 

•„• OJ./O/S the i d e a . 

Hr, Chavez has something ..H * «•-. ;ol-.;; !. •> 

« fi. laror ,: • th'r d^y that wight bring the comrdtt-O;- bacV Jo 

bo:o one iriore look -at t h i s thing and pe:rh.ir~ - j ^ y ' J 'oo-.:-

: ;o*!-» to address both o i chess issues, as u>oil . 

MR. STAMSTo s ^ r - lher.« vHw-v 

.r.i«: st v..ris of Mr, Curtis? 

Mr. Nance. 

CHOPS EX Mi XtJATI Oh* 

•' OH, dAWCd: 

C Mr. Curti s , j u s t one gu-^stio:, with re~ 

'-'•i; -.t bs tor- def i n i tier, of gas purchaser where ttv-r.* ar-» 

• '"."••; tha:. — or wnere there i s .more than one purchaser, t h i s 

• ile vrou id presume that there i s a majority parch -i.-uvr or at 
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- ; v ^ a ou*-cho-^r v i t h ~ la r g e r share than any ithoi- oro 

— r c h a n c r . Where there xs a c t u a l l y a 50/5? t i n the 

;*.urcha.ro of gas from the w a l l , can you address t h a t - s i t cz -

L\oo «ruh t h i s r u l e or what other course do you have? 

h And, of course, t h a t does e x i s t . What ve 

r*cojaw-?nd rs t h a t i f i n f a c t i t i s on even r g l i t , t h a \ 

ou of tvo things occur. The cleanest, T f e e i . would be to 

h,.,v̂  the e n t i t y t h a t has a 50 percent i n t e r e s t , i f ir, f 

T':i,w* i s -i'i e n t i t y t h a t i s a t r a n s p o r t e r also,, thr*t 

t r a n s p o r t e r assume t h a t r e s p o n s i b i l i t y , and not only r i o 

hrsr.-porter but an even 50 percent i n t e r e s t i n >•-<•:< , 

The a l t e r n a t i v e t o t h a t would bo f*.;r the 

:o.r o r t i t x e s involved agree as t o who would have th<-? respon--

\>xbi ; i t y 

g t e r t i c r . s oi Mr. Cu r t i s ' 

Cooter? 

V.z . Stooets 

MR. STAMETS: Are there ot.hrr 

ne raay be excused. 

Do you have anything f u r t h e r , 

MR. COOTER: nothing f u r t h e r , 

MP. STAMETS: Does anyone else 

n.t tbifc p o i n t have anything t h a t they wish t o say or t e s t i f y 

t c i r . e i t h e r of the t*?o cases before us a t t h i s time-? 

MR. KENDRICK: We would l i k e f o 
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HR, FTAKETS: C , -or, Cluivrz, 

" heli«-ve you * ve got some things you would 3 1 V e to »>xpr~:o* 

•' - the bi v i s i o n st«f i . 

Why don't you r^o.sr **r, o,-is<.o •.:>.. 

(Hr. Chave a sworn.} 

MR. CHAVEZ; or . C h a i r ^ r , T 

Frank Chaves, D i s t r i c t Supervisor of the A'.t^c Office cf tto-

C•1 Conservation Division. 

In t h i s case so far thor>- h-i.--; 

hero., a presentation by fhe Proration Committee which fhifi :u>~ 

tr. AD factor i n the d e f i n i t i o n s of proposed pror r - i ^ r ; ruber; 

i-f'd --Iso proposed a Rule bo. 5 under Non-marni nal G:js Fro.tv---

f i c n units for assigning allowables. 

Very recently i t va^ hrouohr to 

<g* a t t e n t i o n that the use of the AD factor as cirri r-n i <x \ 

I ropc-t;hd rules,, and as used i n the past, does no t al low for 

eguitable assignments of allowables to proration units which 

r re rtbor, wnich have an b factor other than one. 

Exhibit One, ^hi cr. you have oe -

;. r • y c g on the f! r s t pa-go we have found tb&t -,C-.T of 

t - colc-aodes assigned to 160-acre proration units i s rot 

U.e a-: oe as the allowable given to -5 320-acre pror ;. Vi-r unit 
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v, rch has- i e totaJ de J v ^ r a b i l i t y . 

On that f i r s t p I i/iov, \,fc»t 

oo current and proposed formula i s for s i on ire: a ir.ont.nly 

t i iov/abie for a w e l l , which i s the acreage factor times the 

.oroago al l o c a t i o n factor for t h i s one, plus tbe acreage 

factor times the d e l i v e r a b i l i t y times the AP factor, which. 

What I have done under that i r 

bave nhown this equation broken down with two 16C~*ere 

proration units and how those allowables — the &UM <•£' tho..-v. 

u; rotables do not equal the allowable assigned to a prora

tio n u n i t which has 320 acres. And that i s pretty rcucb 

:.•;••] i-exp j &natory. 

On the second page Z have tu?o-r 

o:«.e;npie6 of allowables allocated to two w^-lls, token actors* 

vui .is frois the proration schedules. 

I have taken ,* John gohaU 

buh;ijk ou3 £ No. 2 Well and a Union Texas Petroleum Corpora-

foi.cn ib: trod en A No. 3 K e l l . 

They have del.iverabilit.ies , £ 

i i hCi per day and 111 MCF per day, respectively, in r.he 

L.ianco Mesaverde pool. 

Below that again 1 restate the 

i i l o v a b l e calculation formula and I show what the Pecenber 

c-reao- e i J Derati on f&ctor and AD — I'm sorry the deli v e r 

a b i l i t y a l l o c a t i o n factor are for the — for the month of 
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Deccrr.be r. 

In the f i r s t eruafi or i «)cr-

.bute the allowable for the John E. Schalk ^ o l i , rhioh ic KC 

percent, or .5 times the F sub 1 fi g u r e , and then f u-"- f b " 

A^r-iige factor uf .Li .'uvi there's an error on the '* ,biMt 5 t f 

}uu w i l l put times 90 in that e x h i b i t —• i n that couatiof 

there, i t w i l l come out correct. 

Times the F sub 2 factor, *.;•••<-

V-V'js <m a monthly a l l o c a t i o n for December for the John F, 

Schalk Well of 2,654 MCF. 

Below I've calculated i n the 

sar.vj! manner the allowabie for the Union Teras "̂Je3 1, vb< ch 

tuxhs out to oe 2,867 MCF. 

The sum of there -i 11 rorsbl r\, j ? 

-,5..2, i f i t ' s rounded out, MCF for the month of becernbor. 

I f these two wells oore on t*>o. 

32i-acre d r i l l t r a c t , or proration u n i t , the ?<\m of the 

d~l L v i a b i l i t i e s would be 201 HCF and below that 7.'ve oa!ec

lats c what tne allowable would be for that 320~:soro prora

t i o n u n i t , which i s 7,559 MCF, which indicates trvst i f c?.n 

uo. ieci- either of two ways; One, that the Sena3k -jnd Union 

lorus f.«*li are not prorated enough qas or that the corcbip?~ 

t i u n r£ the al.lowao.tes, J * sn sorry, the deliver-jfoi 1 i 15-»s in a 

„rC--&crt proration u n i t assigns too much gas. 

I , a f t e r working out the «r-*th*-
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...cr,, i f v. io.co the present system of adding beliov-

-•" o s h i l i t y tiod i.u->ing tne formula assigns too io<en allowable 

bo they.-* 3"!0-aore b r i l l t r a c t s . 

I would make a r ecewnendation 

to the Commission that at t h i s time they not accept tbe pre-

.»v.:rv ou f i n i t i o n of A times D for the AD factor as presented 

ror proposed proration rules, nor accept the portion of 

buit? 5 which describes the manner i n which AD world he •.< ,>• •• 

uo calculate an allowable u n t i l such time as tn*- ibror-loo.* 

rK'iitbee would meet again and would come up with * proper,;o 

oitvO-r to include i t i n the order or to not be .h-oiuded I t 

rhe order and j u s t be used as the proration forirub. to r. .' -

'.'d;o„': toe so allowables. 

MR. STAMETS: Have you 

,o.. the o r i g i n a l proposed rules -—• 

MR. CHAVEZ: Yes, I have. 

HP. STAMETS: — to see wbero 

t:o i t ; changes would have to be made? 

MR. CHAVES: Yes, Hr, Chairman, 

tne changes would have to be made under Rule 1, unclsr the 

tie f i a i t ion of AD factor. 

MR. STAMETS: For example, i o 

that rule what change would occur? 

WB. CHAVEZ: Weil, r f i t could 

u:. * bo ̂ ccepooa i s i t i s used now because tue bO factor 
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which would be used for a 160-acre d r i l l t r a c t would be i n 

correct, so, that's nct exactly what I mean tc sry, Excusa 

me. 

The AD factor, whsr- ased fer 

160-acre d r i l l t r a c t s and then used again l o r a 320-acre 

a r i l i t r a c t , does not give the proportionate allowable. Tha 

Ab is not a correct d e f i n i t i o n of what needs to be used to 

culeulate an allowable as i t i s defined. 

MU. STAMETS: w e l l , I would 

oothor f-Qin your what you've said t h i s Eoi.ung that 

r e o i l y don' I f o o l q u a l i f i e d at t h i s time, having j u s t d i s 

covered t h i s , to go through and say bow to vita«r ono o i 

these proposed rulas should be corrected. 

MR. CHAVEZ i i'botos correct. ,i 

r*»curr.Tner,d tbat ths committees meet once ugai.o »nrJ snpect f i-

c a i i y for the purpose of reviewing these ai1ocatier equa

tions and the d e f i n i t i o n and the procedure dfffir.ee! i u th<« 

proposed rules. 

MR. STAMETS: Do you have any-

-.hr; o further you wish to aay t h i s morning? 

MR. CHAVEZ: Only I'd l i k e bo 

iruKfc * statement concerning the proposal made by Kr, Keo-

dries, as to proposing percentage allowables. 

The Aztec Office A& opposed to 

who aiiowaole issuance system proposed by Kr. tt'enirick. 
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The prospective allow^ola -cud"or 

chat olan would be misleading to the operators and O.AS T i t 

t l e value to the operator or to the O i l Conservation D i v i 

sion. 

The extra burden of putting cat 

two gas proration schedules and attempting to ahticipate 

what the permit f i n a l allowables would oe two months bene;? 

is unnecessary. 

That concludes my objection. 

MR. STAMETS: Are there ot!vr~ 

questions of Mr. Chavez? 

MR. NANCE; duo question a>,d 

l e t ma make sure I ask i t phrased c o r r e c t l y . 

Mr. Chaves, 1 may need help 

s t i l l i n phrasing t h i s question c o r r e c t l y to get the cV.*ri ~ 

f i c o t i o n that we're looking f o r , but do you i n fact f e e l 

that i t i s wrong f o r the d e l i v e r a b i l i t i e s of i n f i l l wolIs to 

oe added to d e l i v e r a b i l i t y of t h e i r o r i g i n a l well in the 

sai?.e proration u n i t , or do you feel that ib would bo better-

to — to recalculate these and consistent with the new 

method that you're proposing? 

MR. CHAVEZ: I aaven't proposed 

a new method as of yet, but I , to answer your fir~>t ques

t i o n , yes, adding the d e l i v e r a b i l i t y i s inappropriate be

cause i n tne equation, what we do i s wa add e«trh acreage 
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factors when we do t h a t . 

MR. NANCE: We don't have 

example here i n f r o n t of us s p e c i f i c a l l y demonstrates that 

tnat's the case out there i s at least a pote n t i a l d i f f <?renc»* 

of opinion as to how that would work. 

MR. CHAVEZ: yes. I think 

there would be several Mathematical approaches that could be 

taken to come up with an equitable allowable assignment. 

One, for example, could be as

signing each well w i t h i n a 320 an allowable based on an ac

reage factor of .5 and then adding those proration units to 

be produced from either well i n any proportion. 

That's one al t e r n a t i v e and lei

sure there are others. That method would be exactly what I 

used i n my second page of Exhibit One, where i added the a l 

lowables and recalculated each of these wells or 160*3, 

MR. STAMETS: Is your generai 

conclusion here that the — that t h i s portion of the rules,. 

xi we are somehow to amend them, would need to be readver

ti s e d , i f t h i s needs t o be taken up, for example, f o i l o v i n g 

additional meetings? 

MR. CHAVEZ i i don't know 

whether i t would need to be readvertised. 1 think that was 

covered i n the o r i g i n a l advertising out I think i t should be 

re-taken up by tne Committee, very d e f i n i t e l y , o^cause ve 
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are creating a s i t u a t i o n under t h i s calculation whore the 

operators of these smaller d r i l l t r a c t s are not receiving *n 

allowable equal to what has been defined as n jutit anc 

equitable share of gas f,rom the pool. 

MR. HANCE: Would you recommend 

af o i l that any sort of retroactive adjustment be made, i f 

there i s .* change in the formula? 

MR. CHKVEZ: Tbat would be d i f 

f i c u l t , I would think the Commission should look at tb a t . 

I t would be d i f f i c u l t adminis

t r a t i v e l y , I know, j u s t from my f a m i l i a r i z a t i o n with the 

system, to go back and elect a time to make adjustments. 

We have the opportunity, how

ever, with a new rule to s t a r t , at least to s t a r t fresh, on a 

new dote, A p r i l 1st, of doing i t , and tbat would be appro

p r i a t e . And should an operator f e e l that t h e i r r i g h t s have 

been violated and I guess that would come to hearing, but t o 

t h i i . date nobody had found t h i s error and we were u l l — a l l 

tbe operators were treated j u s t as f a i r l y or u n f a i r l y at 

that time. 

MR. NANCE: Do you see the 

example you talked about i s a s i t u a t i o n where the acreage 

factor i s less than one and a possible penalty that ir. suf

fered i n a s i t u a t i o n l i k e t h a t , do you see a corresponding 

windfall to a well that has an acreage factor greater then 
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o r-e ? 

KR. CHAVEZ: Yes, tb-> sa*© er

ror exists that a well that has an acreage factor greater 

than one would be receiving under our method more allowable 

thaa what the other well would be receiving. 

MR. NANCE: 1 don't have any 

further questions. 

What we would do at t h i s point 

xs concur with the need to have the matter re-examined by 

the Committee i n the hopes of having tne problem i d e n t i f i e d 

anc a solution proposed p r i o r to the A p r i l i s t proration 

period. 

MR. STAMETS: given the amount 

of time we've got i n t h i s hearing today, i t may be possible 

to reconvene the Committee, deal with a l l of these matter-?, 

c i r c u l a t e i t to the Division's mailing l i s t to determine 

whether or nct there's going to be any objection and then 

handle these cases very simply at the February nearing. 

I t seems as though everything 

«a've talked about here today i s something that 5w well wi t h 

i n the c a l l of the advertisements of these two cases. 

I f no one of tae general popu

lace objects, I think we can go ahead based on the evidence 

we ;;ave at t h i s point plus a f i n a l committee report. 

Let's go o f f the record for a 
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(Thereupon a discussion vas had 

of f the record.) 

MR. STAMETS; fchile we were o f f 

tne record the Chairman of the Committee to study the 

remaining issues related to amending the gas prorationing 

rules has been appointed, Mr. H. L. Kendrick of El Paso Nat

ural Gas Company, and we w i l l be continuing thee-e two cas*s 

u n t i l the February 26th Commission Hearing, and would hope 

to nave a Committee report r e l a t i v e l y soon so we car, c i r c u 

late t h i s to our mailing l i s t before that time. 

Does anyone have anything else 

they wish to add at t h i s time i n these two cases? 

I f not, the cases w i l l then be 

continued, and l e t me say I c e r t a i n l y hope that one mora 

time w i l l do i t . 

MP.. KENDRICK: I'm wl th vou. 

(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 nEP.ET-V 

CERTIFY that the foregoing Transcript of bearing before the 

U l l Conservation Division (Commission) was reported by me; 

tnat the said t r a n s c r i p t i s a f u l l , true, and correct record, 

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


