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STATE OF NEW MEXICO 

Oil Conservation Division 

November 14, 1991 Rehearing 
for 

Prorated Gas Allowables For 
October 1991 - March 1992 

for 
Catclaw Draw (Morrow) Field 

Summary Comments and Exhibits 

by 

Hallwood Petroleum, Inc. 



CATCLAW DRAW UNIT #9 
Proration Unit 

Catclaw Draw (Morrow) Field 

1) "Shadow Allowable" of 22,117 MCF/Mo 
May-Sept, 1991 

2) Current O/P (Overproduction) Limit = 222,888 
MCF 

Shadow 
Allowable Monthly* 

MCF. Sold or F l O/U Status 

Assumptions: 

Month 

May, 91 

June, 91 

July, 91 

Aug, 91 

Sept, 91 

Oct, 91 

12,492 

98,995 

129,509 

152,542 

132,185 

67,236 
(est) 

22,117 

22,117 

22,117 

22,117 

22,117 

75,000 

9,625 

-76,878 

-107,392 

-130,425 

-110,068 

7,764 

Cumulative 
Overproduction 

Status 

0 

-67,253 

-174,645 

-305,070 

-415,138 

-407,374 

*NOTE: Minus (-) sign is overproduction 

Conclusion: Current O/P limit of 222,888 MCF was used up in 
August, as a result of producing the well at rates 
necessary to determine if the well's sustainable 
deliverability was valid, reserves could be supported and 
well would not decline rapidly. O/P limit will increase 
April 1, 1992 to at least 450,000 MCF, based on current 
F l of 75,000 MCF/month. 
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CATCLAW DRAW UNIT #9 
Catclaw Draw (Morrow) Field 

Response(s) to portions of Item 10 of OCD Case No. 10377, Order No. 
R-9586 dated October 3, 1991. 

Statement #1 

"An F l of 75,000 (2.46 MMCF per day) together with the 
overproduction limit (222,888 MCF) should provide sufficient 
opportunity for operators to produce their non-marginal wells." 

The order appears to have been issued on a two-part basis, whereby the 
intent was to allow the O/P limit (a minimum 222,888 MCF or 1.22 
MMCFD average for Oct - March 1992) to act as a vehicle to produce 
at rates of approximately 3.68 MMCFD (2.46 MMCFD + 1.22 
MMCFD). 

The cumulative O/P status was not calculated when the October order 
was issued and the opportunity for overproducing does not exist 
currently without a higher Fl factor. 

A higher F l would not be "excessive" at this time as the capacity to 
produce the additional gas exists, our purchaser (Gas Company of New 
Mexico) has expressed a definite desire and need to purchase this in­
state gas, correlative rights will be protected and offset operators in 
Catclaw Draw (Morrow) Field have expressed their support, not 
objection, to raising allowables. 
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CATCLAW DRAW UNIT #9 
Catclaw Draw (Morrow) Field 

Statement til 

"The Producing capacity of Well No. 9 may be expected to decline over 
the next few months." 

Producing data to date (flowrates and pressures) have shown little if any 
indication of a decline over the next few months. The well appears to 
be a very strong well with substantial gas reserves and therefore a 
longevity measured in terms of years not months (see attached plot). 

In previous meeting and discussions with OCD personnel about the new 
allowable and gas nominations process, statements were made pertaining 
to the "new emphasis on utilizing good operator provided nomination 
volumes to accurately allow (or assist) the OCD in establishing 
allowables". Hallwood contends that if this process is to work as 
requested, the F l (allowable) should be set at or near our original 
request. When the well or fields' ability to produce declines, we will 
adjust our nominations accordingly. 

Statement #3 

"Allowables will by definition restrict production from the highest 
capacity wells." 

This is not necessarily true, and in fact has not been the case in certain 
fields such as our analysis of the Indian Basin (Morrow) Field on the 
following pages. 
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COMPARISON OF INDIAN BASIN (MORROW) FIELD 
With Catclaw Draw (Morrow) Field 

Indian Basin (Morrow) Field is 10-12 miles west of Catclaw Draw 
(Morrow) Field and consists of 11 wells, 5 different operators and 1 
non-marginal unit versus 19 wells, 4 operators and 2 non-marginal units 
for Catclaw Draw. 

Marathon Oil Co. completed their North Indian Basin Unit #8 well in 
June, 1990 with an AOF of 14,888 MCFD and gas sales averaged 
148,108 MCF per month (4,872 MCFD) for the last 6 months of 1990. 

Allowables which were averaging 52,475 MCF/Mo. (1,762 MCFD), prior 
to the new Marathon well, increased to over 200,000 MCF/Mo. in 
January, 1991 and leveled out at a respectable 109,267 MCF/Mo. (Fl) 
or nearly 3,600 MCFD for the April-Sept., 1991 period. 

The allowable increases resulted from overproduction of the new well, 
not a proactive request by the operator. In the March 22, 1991 Case 
No. 10254, Order No. R-9463, three fields were singled out to increase 
allowables; Atoka-Penn, Indian Basin-Morrow and Indian Basin-Penn 
for the following explanation: 

"The higher allowables are based on increasing pool sales, nominations, 
and recent producing rates for non-marginal wells." 

The top allowable for the current proration period (October, 1991-
March, 1991) increased another 33.6% to an F l of 146,024 MCF/Mo. 
(4,803 MCFD), for a field that has 1 non-marginal well (acreage factor 
= 0.86) and production that has averaged only 65,706 MCF/Mo. (2,161 
MCFD) for April-June, 1991. 

CONCLUSIONS: 

1) Recent allowables for the Indian Basin (Morrow) Field have not 
restricted production from the highest capacity wells. 

2) Non-marginal unit allowables have increased 178% in just over a year. 

3) The above scenario seems to encourage or promote overproducing as a 
method to raise allowables, rather than cooperatively working with the 
OCD to raise allowables. 

6 



7 



RECOMMENDATIONS FOR 
CATCLAW DRAW (MORROW) FIELD 

REVISED ALLOWABLES 

1) Increase O/P limit to a minimum of 450,000 MCF effective 
October 1, 1991. 

2) Increase F l factor to at least 140,000 MCF/Month effective 
October 1, 1991. 
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GAS COMPANY OF NEW MEXICO 

October 15, 1991 

EM Nominee Partnership Company 
4582 South Ulster Street Parkway 
Sanford Place I I I , Suite 1700 
P. 0. Box 378111 
Denver, CO 80237 

RE; Effects of a 1991 Six-Month winter Allocation to Gas Company -
of New Mexico of 75,000 Mcf in the Catclaw Draw Morrow. 

Dear Mr. Gregory: 

Gas Company of New Mexico has a contract with EM Nominee to 
purchase up to 15,000 MMBTU a day of gas produced from their wells 
in the Catclaw Draw Morrow Field and Pool.- The allowables that 
have been set by the oil Conservation Division (OCD) for the 1991-
1992 winter allocation period will not be adequate to prevent their 
Catclaw Draw Unit #9 from becoming shut-in for overproduction. 

Without production from this well, EM Nominee will be unable to 
meet the 15,000 MMBtu a day volume. The loss of this supply may 
result in the need for Gas Company to purchase gas from off-system 
suppliers. This gas will be priced significantly higher and could 

- come from out-of-state sources. This would negatively affect New 
Mexico's rate payers and the State Treasury. 

Sincerely, 

Dan W. McFearin 
Manager, supply Planning 

DMF:It 

cc: Lindsay McMurray 
File 

Nomina**. PDM 

EXHBIT "C Hearing Date: 

P.O. box 26400. AlbyquerqiJe. New Mexico 57125 (505) 6SO-7900 
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