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MR. STAMETS: We'll call next
Case 8183.

MR. PEARCE: That case is in
the matter of the application of Mesa Petroleum Co. for NGPA
determination, San Juan County, New Mexico.

Mr. Examiner, applicant has
requested that this case be continued until the May 23rd
Examiner hearing.

MR. STAMETS: This case will be

sO continued.

(Hearing concluded.)
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MR, STAMETS: The hearing will
please come to order.

We will «call the contimasd
cases first this morning.

Call first Case BI182, As  a
matter of fact, let's call Case 8182 and £183 since they
have the same style.

MR. TAYLOR: The application of
Mesa  Petroleum Company for NGPA determination, 8San Juan
County, New Mexico, and the application of Mesa Petroleum
Company for NGPA determination, San Juan County, New Mexico.

MR. STAMETS: The applicant has
regquested that these cases be continued till the December

12th Commission hearing, and they will be so continued.

{Hearing concluded.)
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script is a full, true, and correct record of the hearing,

prepared by me to the best of my ability.
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EXH®HIBITES

IN CASE 8182

Hasa Exhibit One, Application 8
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Hesa Exhibit One, Application 8

Horthwest Pipeline Exhibit One, Document 23
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MR, STAMETZ: Ke'll call next
Cage 0182,

MR, PEARCE: That case is on
the application of Mesa Petroleum Company for RGPA determin-
ation, Ban Juan County, New Hexico.

MR, JARES Mr. Examiner,
Steven {, James, appearing on behalf of applicent, Zesa Pet-~
roleun (o., attorney from Aearillo, sppearing in association
with the Campbell, Byrd and Black law firm here in Santa Pa.

We have one witness,

We would also request that Case
8183 be consolidated with 8182 since they have very similar
facts.

MR, STANMETSE: All right, we'll
call Case 5183,

MR. PEARCE: That case ils on
the application of desa Petrolsum Cowpany for an RGBA deter-
mination, San Juan County, New Mexico.

Are there other appearances in
these conselidated cases?

HE., DUFPIM: Mary Duffin, ate
tornay for Nortnwast Pipeline, in association with Monte-
gomary amnd hAndrews.

MR, JENSEN: Tom Jensen, ap=-
pearing on behalf of El Pasoc Natural Gas Company, alse in

association with Montgomery and Andrews,
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MR. PEARCE: Ms. Duffin, do you
have a proposed witness in this matter, or more?
¥, DUPRIN: I do. I have one
witness.
HR. PEARCE: Okay. Mr. Jensgen?
MR, JENSEN: VYes, sir.
HR. PEARCE: You got a witneng?
HR. JEKSEH: Mr. Rendrick.
MR, PEARCE: Could I ask all of

the proposaed witnesses to rise at this tise, please?

{Witnessgses sworn,)

MR, BTAHETS: ¥r., Jamas, you
may progeed,

Examiner, we will call Hesa Petroleum's Mika Vouston.

HICHARL P. HOUGTON,
being called &5 a witness and being duly sworn upon his

oath, testified ag follows, to-wit:

DIRECT BYMRIMATION
8Y MR. JANES:
0 Would you please gtate your name and oc-
cupation?

A Michael P. Houston, 1'm a Division Pro-
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duction Engineer with Hesa Petrqlaum in Amarillo, Texas.
o Have you ever testified before this Com-
mission and had your gualificetions accepted by them?
A Yes, sir, I have,
MR, JAMES: We would tender the
witness' gualificationg to the Examiner,

MR, STAHETS: He is considered

gualified.
o Bow many years have you been with Mega?
A About ten and a half years,
Q How, in your capacity as Division Produge

tion Engineer for Nesa are vou familiar with the applica-~
tions filed by Mesa in Cases 8182 and 81832

A Yes, sir, 1 am,

0 ¥ould vou please briefly state wvhat Mesa
1s seeking in each of these casea?

A OKAY « Cage BlR2 addresgses a request by
Besa for a further determination of increass in rate of pro-
duction of gas from Hesa's State Com "AJ" ¥eo. 34 Well in San
Juan County, Hew Mexico, is due to the use of Mesa Of a re-
cognized enhanced recovery technigque as defined by the PERC,

And, similarly, Case B5l83 addresses a re-

gquast by Hesa for the further dstermination that an increass
in the rate of production of gas from Mesa's State Com “AI"
Ho. 33 well in San Juan County, Hew Mexico, is due to the
use by Hesa of a recognized enhanced recovery

technigue a3 defined by the Federal Enerygy Requlatory Com~
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'] Mr. Houston, 1l would hand you what's been
marked Mesa's Exhibit Number One in Case 8182 and ask if vou
would please identify that exhibit,

A Yes. This is Just the application for
the further determination of NGPA Section 108 for the SZtate
Com "RJ" Ko. 34.

2 Okay. Hr. Houston, I would ask that you
also  identify for us Hasa Exhibit Yumber One a5 gubmitted
here in Case 8183.

A Okay. This is -~ this is algo the appil~
cation for further determination under HGPE Section 108 for
the Htate Com "AI® No. 33,

2 Are theose true and correct copies, toe the
best of yvour knowledge, of the documents taken from Mesa's
files?

A Yes, sir, they are.

o How, Hr. Houston, who operatss both of
these wells?

A ¥aesa Petroleum,

o and how much working interest does Masa
have in the State Com “"AJ" 34 Well?

A In the "AJ™ 34 we have 100 peorcant,

O How much working interest does Haesa have
in the "AI™ 33 wWell?

A In the YAIY 33 4Hell we have 2% percent

working interest.
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O Who owns the.rﬂst of the working interest
in the “ARI1™ 337
A Superior, ! believe, owns 2% percent. £l

paso MNatural ownsz 12-1/2 percent and Getty owns 37~3/2 per—~
cant.,

0 Are you aware that in 1381 both of these
walls were approved as stripper wells under Section 108 of
the XNOPA?

A ¥os, sir.

] Okay, who purchases the gas from these
two wells?

A Horthwest Central Pipeline.

s 1 believe Morthwest -« would it he Horth-
wast Pipeline Corporation?

A Yos, uh-huh,

o You may have MNorthwest Central confusned
with Horthwest,

& I'& sorry.

'8 The -~ does El Peao Ratural Gas gather

the gas frowm these two wells?

A Yas, they do,

G Angd then 40 they deliver it to Eorthwest
Pipeline?y

A That's my understanding.

¢ Arg you aware that in March of 1983 that

Horthwest flled notices of increased production for these

two wells with tinds Commission and with the PERCY




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

10

A Correct, 1 am, vyes,

4 Ara you aw@r@ that later in that same
voar that Mesa filed notices of increamssd production and the
twoy requests that yvou've identified?

2 Yo, sir.

4 In wid to late 1982, #r. Houston, dig --
did Hesa start alternately shutting these wells in and then
producing them for a various number of days sach month?

b3 Vas, sir,

o Why ?

In order to maximize production, We felt

lixe we could shut these wells in and improve our overall

aconowics.

Q 21d HNorthwest request yvou to shut the
wellas in?

A ¥es, they 4id.

) Did they request that you turn the wells
back on?

A On an intermittent basis ~-

3 Yag,

A -~ yazn, they did.

& Baw, how -- how does Hesa go about ac~

tuzlly shutting one of these wells in?
A Cur Field FPoreman addresses some of the
puwpars  that work for him and they go by and manually close

the valves, which prevents any further flow into the pipe-

line,
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] And where is your field foreman?
He's laaat&ﬁkiﬁ Flore Vista, Hew Hexico.
#] When vyou want to then racommence produc-
tion from one of the walls how to do you go about that?
A In a similar fashion. The pumper hasg Lo

o by and physically open the valvas,

¥ And this ~~ this is a Hess pumper?

A Yes, sir.

3 Hesa emplovea?

A Yes, sir.

G How once Hega, I believe vou've addressad

this point briefly, once =~ once they began in mid to late
1982 manually regulating the production in this smanner frowm
these two wells, what -- what happened to the production
from these two wells?

A the production was stimulated and in es-
sence incressed Lo a peint above the norwral tolarances under
HGPFA Section 108,

(M pid the overall produgtion from these two
wells increase in any particular monthg as opposad to, say,

when they were just open flow?

A Yes, they did,
¥ Bid Mesa do anything else to thoese wells

to achieve the increases you've talked about?

A Ko, sir, neot thet I know.
o rid anyone ¢lse do anything to the two

wells that incrsased the production?
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A No, sir.

0 Now, does the ~~ does the manual regula-
tion of the flow of gas that you've talked about, does it
causa the pressure to build up in the -- in the wells?

A Yes, it would,

O Okay.  Now, doas this manual regulation
allow you to maintain that pressare build~-up from, say, onhe

month to ths next?

A Versus keeping the well flowing the «-

& Kight.

) -~ whale time? Yes, it would.

G Poes the build-up allow Mesa to produce

its fair share of the gas underlying the acreage?

Y Yes.

0 How if thege applications that are sub-
mitted by Mesa in these two cases today are denied, will
that have an zdverse effect on the economics of producing

thesse two walls?

A Yes, sir, 1 think that it would,

G Could such denials also ultimately result
in waste?

A Yoz,

MR, JAMES: At this tioe, Mr.
Examiner, 11 would offer Exhibit One in each case, 8182 and
5183, into evidence.

MR, STAMETS: Without objection

thesa exhibits will be admitted.
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A
L]

MR, SAMES: That's all the

guestions I have at this time,
KR, BTAMETS: Are there quog-
tions of the witness?

Mg, DUFPIY: I have a couple

guestions,

CROSE EXAMINATION
BY HMES, DUPPIN:

0 Hr, Houston, I have just a couple of
questions.

For clarification, Aid the directions for
the shutins that you referred to in vour testimony come from
Horthwest Pipeline or from E]l Paso Matural Cas, the pipeline
company to whos the wells are connected?

A %1 Peso Matural.

o You indicated that vou performed some
manual regulation of the two wells and I wanted to ask, fole-
lowing that regulation ¢iZd vou notice in the wells an in-
crease in  flow rate of the wells or an actual incresse in
the production, the nusber of Hcf produced by the two wells?

A Gtate those again? I think vyou're almost
talking about the game thing. Havbe I nmissed it,

O Did the flow rate of the well increase

during the few hours that the well was turned on in the

course of your manual ragulation, thereby sctually producing
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a shorter pariod with no net iacrease in the numbay of Mef
produced by these two wells?

A 1 think that the walls actually exhiblied
a higher rate of flow for a shortar pericd of time.

Q An actual greater pumber of Hei's pro-
duced ovesr the shorter period?

A Yos, ma'an,

] Ckay., Could you elaborate a little Ll
on the adverse effect on Mesa's economics that you refer to
ia yvour testimony?

A Comparing -=- comparing the stripper price
versus the non-stripper price, is that what you're referring
to? In sther words, if wa -~ if we wers to not raceive this
extension or this further determination, 1if we were not o
be able to stay under stripper status, we feel like the
price would decrease to the point where it would be almost
marginal. daybe not uneconosic, but it would be much more
as a marginal casze,

& Iz it not possible, ¥r, Houston, that
Mess ocould continue to monitor these two wells over 3So0~day
production periods and so long as the wells did not produce
in excess of the &0 Mcf per day limitation Mess could con-
tinue to receive the 108 price without the need for this en-
hanced recovery designation so that there would in fact be
no adverse effect on your 2Conomics?

A I think that woula bhe possible, vyes,

na'ap,
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M8, DUFFINt That's all my
gquestions. Thank you.
MR. STAMBTS: Othear questions
of the witness?
MR, JEMNSEN: ¥Yeah, I1've got a

fow questions.

CROSS EXAMIKATION
BY MR, JENGEN:

o Mr. Houston, are vou familiar with the
Commission’s, the Pederal Energy PRegulatory Commissien's
temporary build-up, temperature pressure build-up regula-
tions?

A Yeg, sir.

o Iz it your opinion that hoth of these
wells would have gualified under those regulations, that
Kesa could have filed a temporary pressure builde-up applica-
tion on these walls?

¥R, JAMES: 1'd obiect. 1'd
object to the asking for legal cenclusions,

0 Now, when Bl Paso Hatural Gag Conpany
asks -~ regquests Hesa to shut a well in, and thea gpubge~
guently requests that they turn it on, 48 it on any consul~
tation with Hesa as to the bulld-up of pressure or the
potential for enhancing recovery and the rate of production
in the wells?

A Hot to my knowlaedge.
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o In other warﬁs, the shutting in and the
turning on of wells is done solely -- ig done by Mesa saloly
upon Bl Paso Hatural Gas Company's reguest?

A Fretty much so, yes, sir.

0 Okay. And f'm not eure if this guestion
has been asked exactly. 1 think ma, Duffin was getting at
it, but if you took all the -~ all the time that the -~ that
the well -~ all the time involved with each of these wells,
including But=-in time and producing time, is the total
volume produced greater or lesser than would have heen pro-
duced if the well had been producing continucusly?

In other words, taking away the shut-in
time, if the well had been produced continucusly, was the
production greater -- would the production have bheen gresater

than with this supposet] -

A& Yes.
2 -~ gnhanced recovery technicue?
A 1 think 1 fellow your guestion and I be-

lieve the rate or the volume would he larger than,

Q If it nad bsen continuously?
A lLarger than if it had been produced con-

tinuously, yves, sir.

& Oxaye. How, I'm not familiar, as familiar
with the 34 Well as ! ar with the 33 because that's the one
in which we have an interast, but is thera not an intermit-
ter on the "AI" ¥o, 33 wWell?

A Yes, Bir, thers is an intermitter.
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£ Okay, and that was operating to -~ to al-
ternataely turn on and off the well prior to -- well, during
-~ was that operating during 1921 and 1982, the intermitter?

2 1t was operating part of the time hut ]
can't ~~ 1 could not swear that it was operating 100 percent
of the time,

] And the intermitter no longer operates
now that El Paso is requesting you turn on and then off the
well for periods of time?

3 I1t's operative hut 1 don't belleve we use
it any longer,

MR. JENBEEHN: Mo more guestions.
HR. JAMEZ: If ! might just ask

him a guestion.

REDIRECT BEXAMINATION
BY KR, JAMES:

#

& 1 believe you've stated that you're awar
that Morthwest filed notices of increases production for
these two wells in early 1983, is that correct?

A Y85, Bir.

2 Ard to your -- to your knowleddge, Lf Measa
had done nothing further, then would == would the wells have
been disqualified from the stripper price?

A I feel like they would have been, yes,

sir.

o]

Now, 1s 1t vyour testiwony that this
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manual regulation by Mesa has resulted in an increased rate
of proeduction from those wells?
A Yesg, I think they do, sir.
MR, JAMES: Ko  further gueg-

tionsg,

CROSS BXAMIBATION
BY ®R, PREARCE:
G Mr. Houston, I'w unclear on the “AI™ 33
wall,

Could you explain to ee further if you
have an operative intermitter on the well but it's oot being
used, what's going on out there at that well?

A Excuse me, 1'sm sorry I mislead you.

1 ~= the intermitter i{s capable of being

operative but it i3 not in use. All I'm trving to say is

the interaltter is not junked.

O But it's not cosnected to the flow strean
sither.
A It's not in use, that's correct.
o Thank you.
i1t is capable of being operative, not
Junked,

MR. PEARCE: Thank you.
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CROBE EXAMIBATION
B BE. OTASEIS:

o Mr, Houston, agaein, when £1 Paszo was hav-
ing market problems over the last couple years and they ware
shutting in not only nonmarginel wells but marginal wellsg,
to meet thelr market demand, is that correct?

X That's my understanding, yes, sir, that's
currect,

{ If it hadn't been for that you wouldn't
nave gone out there and physically shut those wells in,

A Probably not,

) CRay. And are you aware that the Divi-
glon has ordars out now which indicate that it's our inten~
tion that marginal wells be xept on the pipeline at all
times?

A I believe I recall gomething along those
lines, yes, sir.

G and baring any violation of that by the
pipeline, then the shutting in of these walls ig on Hesa's
own volition at thisz time,

K Yus, they would be,

G A1l right, now, M¥r, Houston, you've bheen
an  engineer for a long time, In the real world of oil and
gas would you clessify this as enhanced recovery?

A The mechapnical wmanipulation of the
valven?

£ Shutting in 4 well and
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on, do you claseify that as enhanced recovery?
A 1 would have to say no, sir.
o Okay. ‘dow you indicated that if this ap~

plication were denied that there would be a negative impact
on production and 1 presume you mean ultimate production
Frow this -~ these wellg, is that correct?

A That's poesible, wes, sir. It would he
posaibly uneconomic at an warlier stage and perhaps we would
lose some of the reserves that would normally be produced if
the higher price was allowad,

¢ How would that work? Under the current
rules, you Xknow, the well would be stripper in its last
years and {t would be drawing smiripper price, 1 presusa,
How are we golng to lose production?

A Well, I thipk what I'sm saving is that
with this more careful attention to the well, lease oper~
ating expenses are going up and even though we may be in ex=—
cess of A0 MCEf per day average and above the HGPA 108 re-
gulrements, Therefore we receive a -~ would receive a los-
sar price and economics becoms aven more marginal and even
to  the polat that we aight have to prematuraely, or what I
would call premsturely, plug and abandon the well,

0 What price do wells receive when thevy're
not classified as stripper?

A tnder 10 -~ 1 don't beligsve 1 have that
information with mae,

Hit. STAMETSs Wr. James, do you
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ﬁﬂ; JAMES: Wwe 4o have b,
what price would 104 be? Now much is that, approximately,
right now? Hinety cents plus & 27U adjustment.

¥R, STAMETS: And what's 10872

MR, JANRR: 1t's Four Dollars
at the present time,

uR, STAMETS s ¥r. James, 1
logksd at vour Memorandum of TLaw here and it seems ag though
in -« what is it in, in the second paragranh where you dig-
cuss the definition of eahanced recoverv? Yeah, right.

Hould you point sut to me thera
just exactly where it is that vov believe that physically
gshutting in a well and turning back on iz covered?

KR. JAMEE: Frovess pearformad
by the oroducer increages the rate of production of gas from
s wall includes mechanical as wall as chemical stimulation,

¥R, PREAB(CD: ¥r. Housaton, do
you happen to know whethar or not sither or hoth of these
wells are clasgified as marginal under the %tate of Yew Mex-
ico's proration syster for —-

A I 4o not at the present time, no, sir,

ME, PEARCE: Does anyhody heras
for 21 Paso happen to hknow?

MR, EEMNDRICHK: I %hink I can
tall you.

MR, PEARCE: %Would vou do that,
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please, sir?

BR, JAMES: Hr. Pearce, we're
alsc  talking about a loss of revenues that would result in
disgualification from the end of 1%82 until oresent, Fwen
if it is & marginal well and they put it back on stream full
time, we would still under the reqgs, 1if this i3 denied to-
day, not be entitled te collect the stripper price from the
end of ‘82 to the present. 1t would be a sigynificant econ=-
omic less in terms of thess two wells,

ME, EENDRICY: T'v He Ls Kenw
drick with Rl Paso Hatural Cas.

In readiag the May, 1984, oas
Proration Schedule, as published by the State, page 31, the
well is listed only as the ¥Mo. 33 with a companion wall as
the 33-E, that multiple well proration unit is classified as
nonmarginal.

The SHtate Com "AJ" with Wells
Mo. 24 and 34-E is 2 multiple well unit also claszified as

nonmarginal,

&2
:
ol
t 4

FERRCE s Thank yeu, sair.
Thank you. UHothing further.

¥R, STARETE: Any further gues-
tions of the witness? He say be excused.

Mg, Duffin?

HB. DUPPIVg Thank you, ¥r.

Examiner.

I'd like to present this letter
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of sesociation for your records, I's a member of the Utah
far, and I'd also like to submit for your use in tha course
of our presentation, these copias of what 1've designated as
gxhibit One,

Az I go through and refer to
the various pages in that exhibit 1'1l1 ask that they be ad-
mitted into evidence separately.

¥y name is Mary bDuffin. I'm an
attorney for Northwest Pipeline,

Northwest is interestaed in this
proceeding dus to the fact that it purchases 100 parcant of
the oqaz from the "AJ" 34 wWall from Mesa Petroleum, the ap~
plicant.

We purchase §7-1/2 percent of
the gas from the State Com No., 33 ¥Well from the applicant
and other interest owners,

Horthwest has an  interest in
these proceedings which cannot be sui{ficiently repregsnted
by any other party and Northwest claims that its participa~
tion is in the public interest and is necessary angd eppro-
priate in the administration of the Hatural Gas Policy act.

worthwest filed protests rela-
tive to Mmsa's reqguest for further determination of eligib-
ility for NCPA 108 pricing in these proceedings in mid-1983,

The first two documents in the
axhibit packags I just handpd you, WWP-A and NEP~i, are

coples of those two protesis.
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And if T say at this point, 1'4
like to make a clarification in thoss two ovrotasts,

In the second paragraph of the
July protest and in the thirvd raragraph of the August pro-
test 1 indicated that it was not Hesma bhut Xortvhwest, éus ¢to
a decrease in deemand on these wallz, that shout in the wells,
and in fact I now understand that the wells are connected to
£l Pasc's system and that it waes £]1 Paso's market demand
which was the determining factor.

I don't think that the stub-
stance of Horthwest's protests are affected beacause it was
still an issuve of pipeline demand which cavsed the shutin,
but 1 wanted to clarify that for the Exasminer today.

Northwest appreciates this op~
portunity to sppear. wWe'd like to nregsent some technical
tegtimony today, tnat which was referred to in our protests,
indicative of the fact that the production increases demone
gtrated by thess wells were related to and caused by the
shuting of Bl Paso'’s pipeline connected to the well and were
not  the result of the application of any anhanced recovery
technigue,

To do that I would like to call
upon Hr. Brent Hale, who ls Manager of Eeservoir Prgineering
for Worthwest Pipeline., He's here with me today and is pre-

pared to present testimony relative to our position,

1'% be happy to ask Mr, Hale
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cations at this time, if you care for e to.

SEENT WALTER HALE,
peing called as a witness and being duly sworn upon hig

cath, teptified as follows, to-wlt:

DIRECT EXAMINATION
BY M3, DUPRFIM:
4 #r. Hale, could yvou please state your

full nane?

A ¥y name is Brent Walter Hale.

4 And who are you employed by?

A 1'm employed by Northwest Pipeline Cor-
poration.

0 What'sn yvour svosition with that cowmpany?

3 1% currantly Hanager of Resarvoir Zagin-
aering.

o Could you provide a description of your

adycational background and professional degrees?

A Yoy, 1 studied petroleun engineering at
the University of ¥yoming and received a Bachelor of Science
degree in 1976, after which I went to work for |YNorthwest
Pipeline,

naring 1578 1 took a leave of absence
from Northwest Pipeline and returned to the University of
wyoming and completed residency and course work reguiremssnts

on a Pastar's degree in petroleur engineering. The thesis
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regsearch was cowplated of [ campus and I received a Haster's
degree in 1979 in petroleum angineering.
And aince them I've worked full time for
northwest Pipeline,

o Could you describe the work that yeou've
doneé in reviewing gualificetions of tha wells at igsue in
this hearing for recognized enhanced recovery designation?

A Yes. in reviewing that 1've ratrieved
production recourds which Borthwast nas available showing
voleses produced, operating pressures on the wells, the
apount of tiwme the wells have flowed and the times theoy have
heen ghut in dus to market demand and other -- variopus other
shut=~in related causes.

iy 5id vou review any technical literature
relative to the generally accepted definition of regognized
gnhanced recovery technigue?

A Yeas, I did. [ conducted a roview of the
technical literature to see if I could find anything that
remotely resembled the application that we're discussing to-
day.

Q Have you aver provided sworn testimony
hefore this Commission previously?

A Ho, I have not.

4] Have vou given sworn testimony relative
to  other RCPA pricing matters hefore sther State or Paderal
commigsiona?

A I've given testimony before the FERC Com~
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misgsion relptive teo tight gas pricing matters.

H&, DUPPIR: I would ask that
¥r. Hale be accepted as a gualified witness.

MR, STAMETE: iwmt me ask a
gquestion or two,

qr. Hale, in vour duties as a
reservolr  engineer would you describe what you've done for
Northwest?

A Yeg, We'lve bean responsible for gas well
testing, vresarve analysis, deliverability projections for
Nerthwest Pipeline, which includes the San Juan Rasia,.

It also includas various reservoirs along
the western slope of Colorado and in COreen Liver Basin of
wWyoming.

“e've conducted extensive transient pres-
gure anaiysges on aany wells, Wa'lve also done some oonprose
sion work, econosmic analyses for drilling, for inastallation
of gatharing systems and various facilities.

MR, HBTARETS: The witness is
considered qualified.
H&, DUPFIN: Thank you.

e dr, Hale, if Y could ask you at this
point Lo refer to pages WYP=C and HYP-0 in the oxhibit pack-~
age.

The =C paye applins to the State Com 213
Wall and the ~D page appliss to the 34 well,

Could you explain, #r. Hale, what these
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exhibits reflect as far as flowing davs versus down dava on
these two wells?

. Yo, Thesa exhibits are taken frowm the
production records that Horthwest maintaines on all wells
thet we have a purchase interest in or else thev're connect-
2 to our pipeline, and they show the monthly volume proe-
duced for each well at the top and then the centar graoch
showsg tha nusber of days that the wells actually flowed,

How this is not a producing day but {t's
the aupbar of days each month that gas is flowing through
the gas purchase metersz and at the bottom we have 3 record
of the averaye volusme pressure, which is not particularly
important in the hearings today. But the volume produced isg
important and the numbear of favs that the woell actually
flowed gas is important,

we  can see by leoking at the volume ree
Cord at  the top that there was extensive down time during
1382 and 1%83, and it's also very obvious that flow rates
following the down timwe ¢id increase.

o Could you Ldentify with respect to the 33
wall and then with respect to the 34 Well the specific de-
creagsed flow rates that you're referring to in tha case of
each of these wells?

2 The decreased flow raten, during MNovemher
af 1%82 on the 33 %¥ell the production was way down, and
that's due to market related shutin,

On the number -=- on the sams well you soe
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the produetion and flowing tise alszo being wav down due to
markat related shutin,

One  thing that's very important to ob=
gerve is that aven though the market related szhutin was more
severe during B2 and '83, it wasn't the first times this had
aceurred, If vyou g0 back to 1572 we find that there were
sevearal months during the summer of 1%79 where flowing time
wag reduced, and during Hovember and Dacemsber of 197% we had
the sawme type of short tersm rate lncresze that we gay during
the *82, 'B3, and *84,

ME. DUPPING I would ask that
Exhibit pages HWP~-C and MEP-D be admitted,

MR, STAMETS: wWithout objection
they will be admittead,

ME. DUPFIR:  Thank you.

o #r., Rale, if ) can, 1'4d now like to refer
you to Exhibit pages NHP~F and ¥, Page ¥ applies to the Ho.
33 vell and F applies to the 34 well,

1 understand that these exhibits contain
# record of the down time on each of the wellas beginning in
the tenth moath of the vear 1982 and continuing through Ap~
ril of ‘34, is that correct?

A That's correct for the "3I" 33 H#ell,

On the "AJY 34 HWell the down tine regord
begins in January of '83.

o Thank vou. Can you e¥plain what the

colupn *Days Flowing®™ on these two charts represents?
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A That's a recerd of tire that oas was
flowing through the measuremzent meter,
o And what does the column *Davs of Ho Do
mand® represent?
A That is the time that the well was shut

in by request of 'l Paso Natural Cas becsuse of lack of pare

ket for the gas,

0 You're saying that it is I} Paso Natwral
Cas that determines whother or not -- that essentially do-
termines the number that appears in that Pays of ¥ Demsnd
colunn?

A That's corract,

o Is it the pipeline company or the pro-
ducers that makes the decision to shut in a well when

there's a day of no demand?

A The pipelinge company.
@ wWhat does the column on sach of these ex~

hibits *tays of Other Down Time” represent?

A #hen we went through the record we
grouped all other down time together and listed it separ-
ately. This would include tims that the well was down bew
cause of intermitter operationy 1f the well is shut in for
pressure bulldup testing, or any other miscellanecus mainte-
rance or down time that could be caused elther by a producer
or by the pipeline,

3 So  in tha case of the Mo, 313 Wall the

average days of other down time is 1.52, where the days of




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

31
no damand is 16,3,
And in the case of 24, other down time is
5.13 days of no demand is 13.2, sc less than half indicates
what that wes. Is that the corresct way to read that?

A That's correct.

9 Okay. Doas Hesa operate intarsitters on
these wells, to vour knowledge, Mr. Hale?

A Yes, they have intermitters on both wells
and  they were in operation un until time time the pipel ine
requasted the wells bhe shut fn due to a lack of market, and
it appears that hecause of the prassure huildup associated
with the lack of market, the intermitters haven't been uged
ragularly since then.

v 1f Mesa has interwitters on these wells,
why can it unot be said that Mesa's responsible for increased
flow rates following shutin of the walls?

A The intermitter operation is & normal
operation of the well. It's what an operator would normally
du to maintain the production, and the market related down
time iz down time in excess of what would norsally be re-
quired for prudent oparation of the well.

Q If we were to assume for a minute that
#esa's operation of the intermitters on the wells wag ro-
sponsible for increased flow rates from the well, do records
available to you that you have reviewed in prepsration for
this hearing represent that Mesa has, since making their ape-

plications in these cases, utilized the practice of inter-
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mitter reagulation with the intent of incrsasing production?

A 1 don't see any evidence from the produc-
tion records that Hesa has done anything with regard to
thair intermitter coperation to increass the production,
Thay've oparated the intermitters only when necessary and as
far as other down time, which has been primerily no demand
down time, that has occurred only when the pipelines re-
quested jc,

BS,., DUFFIN: I would ask that
pages RWP-E and «F be admitted,

ME, STAMETS: without oblection
they will be admitted.

K. DUFFINS  Thank you,

O Br. Hale, 1f yvou would loock at Exhibit
pages  RBUP-G and -~ at this time, Exhibit ¢ relates to  the
Htate Com 33 Hell and Ixhibit # relates to the 34 wWall,

Can you explain what the Swn axis on
these Lwo graphs reprasent?

A Fight. We have z graph of production
versus tiwme for each well snd also a graph of days flowing
varsug time for each well.

On  the 21" 23 on Exhibit ¢ the produce
tion i3 seen to drop from 1976 from a rate of around 120 #ef
& day down to a minimum of 30 to 33 ¥of a day during mid-
53,

tlgo we see a line repregenting avarsge

days por moath flowing and we can gee that the “AI® 33 has
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nevar produced more than 22 to 23 daves per =month  since at
least 1977,

4 And what does the Exhibit 3 reflect about
the Ko, 34 well?

A The Exhibit B shows the same data for thne
Ho. 34 Well., It shows that the intermitter has besn in use,
that the well has been shut in by Mesa via an intersitter to
optimize production on the well, and alsc we see that pro-
ducing time during *82 and '#3 was reduced and, a3 we dige-
cussed previously, that's related to the market, no demand
situation,

O S0 the lichter shaded portion of thuse
graphs repregents what?

3 The lighter shaded area actually repre-
genty the production from the well, It'a listed as annual
Mot pey day but what we have is a twelve-month rolling proe-
duction, and that 1is total volume divided by 365, R4
doesn't sccurately reapresent the rate of production but it
does give uz a representation of the total production from
the well.

o And the more <darkly shaded portion repre-
sents the number of days produced,

A That's cerrect,

e wWhen was the first time in the case of
each of these wells, based on the records vou've looked at,
that production occurred on less than thirty fayvs per month?

A It's been consistent on bHoth wells since
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19277, and that's ag far back as our records 9o,

How there have been a few months Jduring
tha last two years where they have had a full thirty days
production following extensive down time, but the history on
the wells back through 1877 shows that they have bhasn  ghut
in gach month to optisize the production.

O Whan I look at these two graphs, iir,
Hale, 1t doesa't look to me like your accounting for zhe
nusber of days of production even starts until 1978, about
pid=year in both cases, 30 how cean you say that they arse re-
flective of conditions that might have existed back fin *77?

A These two ¢raphg show an annugl average
ang  the first annual average where wa have twelve months
vosplete date to average, was mid-=197%,

2 Zased on a revievw of these graphs, Hr.
Hale, is it your opinion that the practice of shutting ia
these walls began in 1928272

4 N e

i If I could ask you, Mr, Hale, is there a
difference batween the vate of flow of a well and the rate
of production from & well?

A Yes, there i5 a difference, 1f we'te
talking about the rate of flow, that can be recorded on =a
very short periocd of time. It's how fast the gas comes out
of the wellbore, how fast wa can run it throuch a peasure-
rent satbsy.

When we're talking about the rate of pro-
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duction, we're talking ahout the total praduced volume, TF
wae talked about production froo a well it's not important to
kntyw  whether a well flows one hour a day or whether it
flowed 24 hours a day.
1f we want to talk ahout production f£rom
& well, then we need to know the total volume and {t bhecowes
immaterial tow fast the gas was produced.
£3 Do you agree with Mr., Youston's opinion
axpressed during his testisony that praduction from those
wellas appeare to have increazed following down time, aghutins
of the wells?
F 3 Mo, I don’t, and 1€ vou'll look et the ==
sither FExhibit & or Exhibit ¥, vyou can see that there is5 a
noticeahle drop in production that correlates vary wall with
the drop in days flowing. Thie is very obvious during 1423
and during 1%€64, Starting {n late 1882 when the market ro-
lated down time began, the average of days flowing started
to drop and the average production started to drop. Only in
late '83 and early "R4 when the total number of days flowing
bagan to increase again 414 the actual production hagin to
increase,
0 1'd refer vou now, Mr, Hale, te Exhibit
pages I, J, ¥, and L in Morthwealt's exhibit packaye.
HYP~1 pertaine to the Ho, 33 Hell and -
MR, JRMUS: ¥r, EBExaminer, if 1
might, 1 hate to say thie objection in advance of the tender

of tne exhibits) however, since we are goint to have several
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axhibits and before we get away from Fxhibit 00 ang 5, if
tiaey are indeed to be tendered and with reqgard to any testi-
sony  that's already heen gubmitted with respect to them, I
want to ask that they not be admitted. I wonld ask that all
evidenca with regard to these exhibits be stricken hecause
it's obviously irrelavant calculations in  accordance with
the definitions szet forth in the HNOPR and the regs.

Theae two exhibits incorporate
non=-productive davs into the =~ into the exhibit and the
MGEFA deals only in productive days in determining rete of
praduction.

nmE, DOFPIMg Hr. SHtampets, 1
will ask that the exhibitz he admitted on this bagis. 1
think that thay are relevant inasmuch &8s Section 271.80Y ree
gquiras that in order to be a racognized enhanced recovery
technigue the techninue must increass the rate of production
of the well as opnosed to zimply the flow rate of the well.

T think Mr. Hale's testified to
that difference. I think it is pertinent under the recgula-
tions and 1 thinX these exhibits oo to show that in faet the
technigque at fssue in the hearing has not served to increase
the rate of production as required by the regulations, I
think that's the relevancy of these exhibits,

BB, JAMER: I don't agrae at
all with their trying -- attempting o distinguish rate of
flow from rate of production. The MGPA in the regs and com-

ments Lo the regs clearly, clearly stated that they are not
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concarned with the ultimate recovery from the well bhut mere-
ly with the increase in the rate of production from the
wall, whether Lt goes over £0 Mcf per day or not, and I ob=
dect to both of these exhibits,

¥R, STAHETS: we'll overrule
the ohiection and admit these particular exhibits and they
will be used for what they’re worth in ceonjunction with our
reading and interpretation of the FERC regulations,

G, DUFFPIN: Thank you,

o Moving on te Exhibit pages I and J, paga
I relates to the No. 33 Yell and page J relates te the 24
Well.

Could  vou exnlain the two axis of these
araphe, ¥r. Hale?

A tes, Exhibhit I relating to the 33 and J
relating to the 34, is actually a graph of production versus
davys par wmonth that the well flowed or produced gas, and on
the "AI® 233 ¥Well we see that up until market related down
time wecame a factor the well typically produced arocund 32
davs per wonth and nad a flow rate declining from %6 Mcf per
day down to around 417 #of per dav.

At that time the pipeline bogan to shut
in the well due to lack of market for the gas and we  See
that koth production and the days producing decressed,

This {is very significant on these Lypes
of wells becawse of the nature of the reservolr and the

pregsure bHullidup  phenomenon associated with down time,
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There is a conslderable amount of activity in the reservoir
even though the valves may be closed at the surfece. S0 you
have to look at actual tine flowing ang it is important to
look  at the well in terms of the astabilization time of the
regervolr, which iz wuch longer than a day oy on these wells
it's much longer than a 20-day period specified by the FERC,
when we look at the HFghibit J for the
"RI® Ho. 34 Well ==
BR.  STAMETS: fefore we == Dre-
fore we go on there, lazt's have a little explanation of what
we'ra looking at here on this Exhibit I.
1 presume we start up in  the
upper lefthand corner with &1l the little -~ upper right,

with all those pluses?

.3 Ve,

ME, BTAMETE: 4hen is that?
A That s about thres years ago.

R, STARRETL: Chay, and ==
A He've got about three years history.

HR. STARETS: wWhere == where

did vou get this data? what's i%ts source?
A the data comes from the monthly produc-
tion records on the wall, wWhat we're looking at is the vol~
ume produced each sonth as recorded by the pipeling and alsoe

the days per sonth flowiag,.

b
Y
M
i
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&
o
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How many points

g we have on thigs exnibit?
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A There are roughly thirty noints,
MP.  ETAMETS, And that repra-
sents thirty months production.
A Thirty months, ves,
M., ETAMETE: Armed from  what
time?
A Wa're going from April, 197¢, hack rough-
ly thirty months, which would put us back in the sarly 12282,
I believe. Late 1983 to esarly 1982,
¥R, ATAMETS: Okay, and that
will be the same for all of the -
A Zame for both wells.
M. STAMETE: Okay. Thank vou,
& and the line connecting the noints ghows
the chrunological relationship between the data points,
& o you read these graphs, ¥r. Hale, os-

sentially from the right to the left as far as tire?

A That's rignt.

& Is that corrasct?
A That's correct,
o G0 ahead.

- ¥e read thee from the right to the left,
we find out that as time has increased, the average davs per
month there's been demand for the gas has decrsased, and the
avarage productlion from the well has also decreased.

Cn  the Y"AJ"® 34 we gee a tsaporary ine

crease saboyt twelve days per zonth and that shows us  that
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the stabilization time of the reservolr on this well is
greater than twelve sonths.

W Can you explain, XHr. Hale, what the sta-
iliszstion pariod of the Ho, 14 Well means in the context of
this application?

A Wnat that means 1z that we shut the well
in, let's say, for four months, and if we shut the well in
for four months and the stabilization time is greater than a
year, that means that a year following the recomsencesent of
preduction  from the wall there will be & noticsabkle lwpacy
o the rates.

The total volume would not ingrease but
thers would be a noticeanbile increase in daily rate.

Mi. DUFFIN: I would ask that
Exhibite I and J be admitted at thig time,

MR, JAMES: 1'11 obiject to Ex-
hibits I and J ip that they are based on avidence or deter-
winations thaet are irrelevant to osur cases todav.

B, BTAMETS s 1'l1l overrule
your objection on the same basis as the last, and at this
time admit the exhibits,

) We ¢an now move, Hr, Hale, to Exhibit
WeP=® gy NWP-L.,

MuP=¥ relates o the Wo. 33 well angd L
relates to the Ho, 34 wWell,
Can you explain these graphs and what the

axis on thew are?
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E) Yag. These graphs relate the Flow rate
ofi the wells to the days per sonth the wells flow.

The flow rate was measured on a monthly
basis and days flowing likewise on & wmonthly basig. How
these differ from the previous graphs. ¥We're looking at in-
dividual wonths here. Thiz is not an annusl average of anvl
sore,

Hasa Patroleum pressnted similar evidence
in their application, except that instead of dividing or us~
ing acrual flowing days they did use PERC producing dsys,
which includes some down time.

The lmportant thing that we see on  Exhi-
bits K and L is that as the flowing time decreases, the flow
rate doea increase, and Mesa has pointed thiz out. Ittty &
veary normal type of phencomencn.

Gro the "A1" 33 Well we see that the wel)
will normally flow st 2 rate of around 7% Hef per day if
allowed to produce 20 to 25 daya per month. The most severe
shutin ghows the well producing one #ay per month and rates
have Increased to values in excess of 250 Mof per day flow-
ing, s0 we do ses an increase in rate but sven though
there's an increase in rate we have an asssoclated decroans
in total production bacause of the substantial down time.

G Kr. HRale, from your sxparience, do mast
wells in the Ban Juan Bagin show -~ I beg your pardon.,

B3 they experience gome no demand shut~in

tima on an annwval banis?
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.4 Currently the majority of the wells are
peing shat in at some Lime during the year dus to no  depand
and there is other zhuyt~in time and one thing that's very
tmportant is this behavior is very, very typical. 1t's very
normal. The wells have very slow stabilization tise, If we
shut them iln for the summer, {t's vary often the Case that
thay have flush production or increased aspot rates all
throughout the next winter.

¢ In your experience would most wells react
that way?

A Yas.

o Following shut~in time? Is this how the
He. 33 and 34 &ﬁlls react following shut-in for no demand,
in your Judgment?

A Yes.

2 And {5 that shown by the flow rates et
forth in Exhibits ¢ and D?

3 Yas, it is,

0 Those are the bar graphs --

A Right.

¢ ~= that relate flow dave and production
volumes?

A In fact, the data in Exhibits C snd D is
the same 2s the data in Exhibits X and L. %e've just refor-
metted the scale to make it essler to relste flowing timm
and flow rate,

& Thank you.
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#5., DUPPIN: That concludes my
guestions of M¥r., Hale. I 4o have a closing statement but if
you'll ¢all for those later, I'11 just give it at that time.

MR. BTAMETS: Would vou like to
admit Pxhibitz ¥ and L?

3. DUFFPIN: 1 sure would,
thank you.

MR, STAMETS: kny abiecticons?
They will be admitted.

ME, DUPFIN: Thank wvou,

CROSE BXAHINATION
BY MR, STAMETS:

Iy ¥r. Bale, what is enhanced recovery tech-
nigue ~-

A If I understand -~

2 ~=- and is this one?

A As 1 understand i, enhanced recovery

technique is & process whers the operator will add energy to
the reservoir which might be neceasary to produce the hydro~
carbons present in the reservoeir.

In the case of & gas well the best on-
hanced recovery technique that I can think of would he the
posgibility of going in with a hydraulic fracture or some
other type of treatment which would allow the well to pro-
duce gas that would not otherwise be produced,

Tha market related shut-insg are not on-
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hanced recovery, as [ sae it,

Q I'm advised that in the past we have ape-
proved intermitiers az an anhanced recovery technigque for
this particular program,

Is the ghutting in of wells phyaicslly by
the opsrator any different from the use of an intermitter”

A in this case I'd gay it's not different.
The intermitter operatiocn ie normally on a daily cvcle and
what has really happened here ls we've changed the ovole
from a dally cycle effectively to an annual cvycle.

Bacause of the lony atabilization time in
the Dakota reservoir, the impact on production and on flow
rate is the same except that we're changing ocur time frame
from & matter of days to a matter of years.

Total production averaged over the coursse
of the year would see the same type of behavior that we nor-
mally would expent from an intermittsr if we average ovar a
course of hours.

MB, STAMEYTY: Any other gues-

tions of this witness?

CROES BYARINATION
BY ME, JAMES:
G 1 take it thet you're in agreement with
us  that -~ that shutting in the well on some various number
of days each month, &8 oppesed to leaving the well open flow

aver the sams month, will increaze the rate of Flow from the
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well during the days it is produced.
A That's right.
o How, in your attempting to understand

what a technicque was, and in your rasearch, dJdid you -- did
you come across the Federal Energy Hegulatory Commisgion's
statement that when asked -~ when they received a nusber of
comments asking them to provide examples, processes, or
equipmpent that constituted recognized enhanced recovery
techniques, were you aware that they stated that in this re-
spact we believe it is clear from ocur reviszed definition
that any technique shall qualify if it increases the rate of
production from the well?

A I have reviewed the regulations and the
one concern I have iz that the rate of flow, the apot rate
has increased, the production has dropped off on those
wells, and that's the concern I have there.

9 Are you also aware that in the past the
Coaissin has stated that it is not concerned with the ulti-
mate recovery from the wall when considering stripper deter-
mination?

A The data that I presented this morning
does not address the issue of uvltimate recovery.

4] Now, since we 4o aygree that the flow rate
would be increased in the circumstances we've been fiscus-
#ing today, what caused that flow rate'’s increasa?

A This is the phenomenon of presgure builid~

up in the reservoir. When you produce the well vou have a
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low pressure zone around the wall, or fracture, if there be
any frecture, when you shut the well in gas will continue to
flow and recharge the area near the wallbore.
Q Wow what causes the pressure to build up,
and I'm spesking of ~~ is thers something on the surface

that =~ that is done that causes the pressure to huild wp?

A The valves have been closed at the sur-
face.

Q Okay, now who clozes the valve?

A That's done by the operator, 1t would be

in this case Mesa Petroleum personnel.

Q2 Okay, now I balieve that you aearlier
stated that the wells ware ahut~in by Bl Paso, bdut that's
not actually what yvou meant then.

A That's right, The oerders ars originated
from El Paso. The physical work is done by Hasa,

o CRAY »

MR, JAMES: I Dbslieve that's
all I have.

MR, STAMETS: any other gues-
tions of this witness?

MR, STOCWER: WMr. Stamets, if I
might,

Hichael £. Stogner, Alternate

Examiner for today.
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QUESTIONS BY MH, STOGNRER:

] #r., Wale, are you familiar if Rorthwost
Fipeline iz purchasing any gas from a well that hag pre-
vicusly bean determined to he a 108 gnhanced recovary deter-
smination, either from the State of YWew Mexico on &State or
fee landsg, or from thae United Atates Bureau of Land Manage~
mnent on Pederal lands in the San Juan Basin?

2 I 40 not know,

o To clarify a matter, 1f 1 might, you said
that an intermitter is a normal procadura?

A In the Dakota reservoir in the San  Juan
it's a very normal tvype of thing to have an intermitter on a
wall.

! ¥ight we go on to say that 2 normal opro-
cedure should not be classified as an enhanced recovery
technigue?

b} That would be my opinion, that it's a
normal operating practice and not an snhanced recovery prac-
tice,

Q In the San Juan Basin in the Basin Dakota
ool is it pormal to fracture the formation before producing
it?

& It fu.

R, STOGHER: %o further gues-
tions, Hr. SZtamets.

HR, STAMETSE: I perhaps would
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paint out for the recerd that the FERC regulations don't ne-
censarily fall under the category of normal.

1£ there are no further gues-
tions, the witness may be exgused,

¥r. Jensen?

HE, JEMEREM: ¥r. Examiner, ny
nape i3 Tom Jensen and I'm an attorney for £l Pasoc Hatural
Gas Conmpany.

¥l Paso owns a working interest
in the Ho, 33 ¥ell and as such is interested to that extent.

wWe are also, however, inter-
ested to the extent that we are & major purchaser of gas in
the San Juan Basin, where there are a good numher of strip-
oer wells, and {t's our ~- it's our congern to have stripper
well regulations properly lmplesented and we, of course, are
fully confident that this Commission will do so in this par-
ticular case.

Watre going to pressnt one wit-

ness, ¥r. Fendrick, and I will just proceed now with him,

He L. EZHDRICK,

heing called as a witness and being duly sasworn upon his

path, testified as follows, to~wit:

DIBECT BYAMIMATION

o ¥r. Kendrick, would vou please state your
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full name for the record?

MR, JAHES: #y, Stamets, 1f 1
might in sdvance, since it appears that 1 Paso intends to
presant  testimony with regard to both cases, 1 would ask
that their testisony be limited to Tase 8183, the well in
which they have a working interest, and that thair testimony
act be made 8 part of the record in Case B182, since they
have =~ they lack standing in that case and they have no
significant interest which would allow them to intervene in
that case,

MB, JENSEN: WHWell, I disagrese,
of course, and think there is an interest in the caze to the
extent that as I stated, we're -~~ we're a purchaser of jas
from stripper wells all over the Basin and elsewhere, and
the guestion is one of law here that we are concerned with,
and to an extent it appliss to the Case humber #8182 for the
34 Well and it also applies to Case Humber 3183 in which we
have an sctual working interest,

MR, BTAMETS: Hr. Jensen, Bl
Pase does purchase gas in the San Juan Basin, does it not?

MR, JENBEWM: Yes, siv,

MR, BTAMETS: would you consid-
er these cases precaedent setting cases?

MR, JENMSEM: Yes, sir, I would.

MR, BTAMETS: And E1 Paso would
be affected by the outcome of these cases regardless if vyou

had an interest in the wells?
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MR, JENSEN: ‘That's quite cor-
rect.
MR, STAMETS: And El Paso's
pipeline is connected to hoth of these wells?
MR, JEMBEN: That's correct.
MR, STAMETS: I will overrule
the objection and allow the participation of FEl Paso in both
cases,
MR, JENSEN: Thank you.
] Mr. Kendrick, would you please state your
full name for the record?
Y I'm Harold L. Kendrick.
Q Okay, and are you an employvee of El Paso

Natural Gas Company?

A Yes, 1 am.
o In what capacity?
A I am a Conaervation Engineer with El Pasoc

Hatural Gas Company in the Production Contrel Department.

Q How long have you been so employed?

A 1've been with E1 Paso Natural Cas Com=-
pany for over thirty years,

¢ All right, and have you testified before
this Commission before?

A Yes, sir, I have,.

MR. JENSEN: I would ask the

Examiner's acceptance.

MR, STABETS: He is considered




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

K1
gualified.

o 1 just have é faw questions of Hr. ¥Xen~
driek. First of all, is it correct that El Pasc letural Cas
Company is connected to both the “AI® 12 and the “"AJ* 34
Wells?

A Yes, mir, it is.

o And does El Paso take all of the produce
tion {rom both wells for its market?

A We take the gas inte our system to be
nsed as neaded.

5] And that's pursusnt tu an  eaxchange ar-
rangement with Horthwest?

A Yus, sir, it is.

Q Oray, and El Paso Hatural Gas Company ls
the <=~ tells Hesa when to turn wells off end on, when to
turn these two wells on ang off?

A Yes, #ir, it does.

4 And to your knowledge is that done with
any consultation with Hesa with regard to -~ with regard to
their concerns for enhanced recovery of was fropm these
walls?

A Ho, sir, the turning on and off of wells
onRte  aur system is solely based upon our demand or ocur noed
for gas or lack of demand and not naeding the gas at any
particular day or any tise duriprg a day.

g And se it's not senpitive at all for well

presgsures and the enhsancement of recovery from -~ from the
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walls?

A No, sir,

& And one guestion regarding an ~~ regard-
ing the iatwrmitters which we have heard testimony today
that are at sach of these wells and previously were fung-
tioning.

Is it your opinion that -~ that 1f the
walls were continuwously producing but subject Lo the opera-
tion of an intermitter, would your opinion be that the pro-
duction be greater, the total production, total gas produced
during the month from such a well be greater or legeer than
a wall that is being ~- than ths well's production pursuant
to El Pasu's alternate shutting in and turning on due to its
market demand?

And that question might have been very
difficult to understand. Maybe 1'lil repeat it.

Ckay. W -- wg khow wa've seen -~ we'lve
got the tastimony and the exhibits copncerning what the ac-
tual production, total production was from the <~ from these
two wells during the past couple of yesrs,

uring that time we alse understand from
testimony that thae intermittars were not operating. The in-
termitters that are connected on the wells were not oparat-
ing.

Is it your opinion that if the wells had
been -- had net bsen subject tce market rsstrictions, in

other words, El Paso had not heen reguesting Mesa to shut
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the wells in because of lack of market, and the wells were
producing continuously but subject to the oparation of the
intermitter, would «- would the total gas produced during
the past couple of years have been greater or lesser than
what was actually experienced?

A We find that there are various conditions
among different wells that can influence the production. 1IFf
yolu have a well that will not sustain production on a con-
tinuous basis due to liguid leading within the wellbore, we
have experienced very good control in producing a well by
shutting 4t in for short peariods of time and producing it
intc the line for short periods of time.

This is often done by the use of an in-
termitter and we have labeled, our industry has labeled,
someocne has labeled this as stopoock operation, s0 that the
short shut-in time of a well will allow the pressure to
build up enough that the immediate flush when the well is
turned on will clean the wellbore of any accumulation and
cause the well to produce at a higher rate for a short
period of time.

However, some wellsz that are producing at
an  adeguate rate to continuously 1ift the liguids, any li-
guld accusmulation in the wellbore, can produce without hav-
ing to be shut in at any time and in those cages pight pro-
duce gas at s higher rate per day continucusly,

Fach well has its own qualification of

whether or not it can lift the liguids at a particular time,
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and thess wells might qualify one way or the other way.

0 Gkay. Now éa to the Ko, 33 wWell, have
you in the course of preparation for your testimony today
axamined the wmeasurement charts and other production data
from these wells?

A I have,

o And as to that well, 4&id -« would -~ can
You opine as to the effectivensss of the intermitter wversus
continuous production on that well?

A 1 noticed prior to the long term, J§f you
please to call it that, shutting in of the well. The wall
wag operated with an intermitter, a cyclic tvpe production,
keeping the welibore clean of liguids and having a very de-
finjte, good flow pattern throughout the month as 4§t wasn
produced.

After the well was shut in for a longer
period of time, then the well was opened back into the line
and dus to the build-wpp that had occurred around the well-~
bore and within the wellbore during the shut-in time, the
well was capable of producing at a rate adequate to lift the
liguids from the wellbore and not causing the need for the
intermitter to be used until the flow rate decreases snough
that at that point then vou put the intarmitter back in ser-
vice and keep the wellbore cleaned of liquids that normally
accumulata,

¥R, JERSBEN: I don't have any

more questions.
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UR. BTAMETS: Any guestions of
thisg witness?

HR, JARES: I have Just a few.

CROBS EYAMINATION
BY MR, JAMES(

o I take it that you heard the testimony of
“r, Hale, I helisve it was, from MHorthwast., Do you also ba-
lisve that it casn be distinguished, the Jefinition of rate
of production versug the definition of rate of flow?

3 That to me would he to anybody's desire
of terminology, that there's a certain asount of production
you can get per day and a certalin amount you can gst per
month, and howewer you wish to label it.

8 But they are rates, A rate ig a -~

A Rate to me hag to have a tismm elament to
it, vyes, sir.

g And so a rate would not have reaslly any-
thing to do with the ultimate racovary but rather the rate
of that receovery.

A The rate would b2 the asount produced per
unit of time, yes, sir.

& Haybe you'rs awvare of 8 -~ well, wa're
not  talking about the tesporary prassure, build-up regula-
tions today, but rather the enhanced recovery regulations,
put referring to temporary pressure build~up for a statement

from the FERC, I would guestion if you're aware of tiuis
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guote: *Commenters also qu&sgian whethar a stripger well
shut in due to market conditions will qualify under the
rules established in the intaris rule,

The Commission recognizes that wells have
wesn  shut in because of falling market demand for gas &and
notes that the reason for the shut~in is not a determining
factor in the jurisdictional agency's dstermination.”

Were you aware of that?

3 No, sgir, I was not aware of it hecause I
40 not follow NGPA rules and requlations, dus to the fact my
duties are elsawhere,

o Do you -~ you stated that the shut-in is
the result of El Pasoc Natural Cas's market demand,

Now, desn't it true that ¥l Paso Watural
takes the gas that it gathers fros Yesa as the opertor of
these two wells and exchanges that gas in some sort of ax-
change wethod with dNorthwest?

A Yes, sir.

o S0 that as a result it cannot be said
that these Mcis are really %1 Paso Xatural Gas's?

) We don't know whethaer molacularly these
are colored blue aand others are c¢olored red if we exchance
volumes sO that we can balance out under our exchange agrea-
ment, yves, slr.

& Wwell, it's not actually Bl raso Ratural
Gas's market that results in these wellas being --

A ¥Yes, it is El Paso's market,
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A In this senye, that today's opsrstion
vannot  be  aceounted {or iIn the worning in the bhusiness  of
natural gas.

This wonth's apsration may Be  seoounied

for a few months later dowpn the line,

Sy what we'lre Joing today is purting  gas

o

late our plpaline that we Lhink we can lab go out the other

wndd later voday or Logorrow,

n Bow, whon tha valve, the surface valve ts
turned off for & set sumber of daye each month, what happens

in the Lwo particular welleg welre talking abeut here engav’s
3 3

& ¥ay 1 wsh what do you measn "gat pamhor of

4] ¥hatewver, howvever maby Says it's ghut in
for ~= tor  the months we've been discussing back o late

Tasge ¥hat hae happenad enze you shut that well in, down

A What haz heppunad dowrshole oncwe the well
is  shut inv Hormally =han & well is shut in the gaws  §low

stops  coming out of the well and the wellbore nheling the

Iowast pressured zones of the reservolr, ges will fleow frow

the  higher prsssured zore of the veservolr to the point of

iower prassure, Therefore gus will be replaced into  the
wakibors  snd Uo the sree immsdiately surrounding the  well-
Bore in an effort, 1if left shut in lowg sneugh, the ressrs

voilr woeuld sguealize all the way across, the sressure at o o
4 £
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0 How, whan yﬁu first, whon you turn this
wall back on, thew, as opposed to gay iust the open flow, is
tha -~ jan't $the rate of flow then incraased?

A The rate of flow could he higher vhan you
turn it on due to the accumulation of gas within the wealle
bore itself.

2 Mo, L you -~ 3£ you turn it off  agsin
naxt month, then I assume thet the process repoats ltself io
rhe wall,

1 Bach time, oy axperiesncs has besen that
mach Liza & wull i1g shut in, when 1t is fureaed on Lt lowed-
tately producen at the highest rats it will produce for the
remainder of tima the wall {s on, barring other influesncos
of liaguid accumulation ar liguid scocumulatior already occur-
ring in the wellbors arnd not heing able to 14ft ik st the
time the wall 18 first turnsd on.

Q Would you say vhat an opsrator would he
akle through the ~- throuwgh xegulatisg the flow by oanually
turnian on and turning off the well, to incraess the vate of
recovery of prodection from that well?

A There are two gnswarg to that a8 [ sas
it, Some wells, 1f left continuously producing «11l1 produce
mare gas then 1f thay were interpittently shut in and inter-
mittently prodeced,

Othar walls will produce mors gas  beiag

intermittently shut in and producad then they weuld had they
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bean left on the line continuoualy.

2 Let me direct my gquestion to  the two
walls wo've dealing with herse today and angwer the same
guestion,

L 1 do not khow anouqgh about the amount of
liguide prodoced from either well and the time of shut-in
and the time of production to maske that Judgmant.

2 Is it possible, sincg you haven't done
thxt atudy, 1ig it vossible that ®esa through studying the
well and experimonting with the times of shut-in and then
turning the well back on, could increase the rate of produce
tion from these two wells?

Is it possible?
A ' going to gay it might be posaible,
MR, JAMES: ™at's ~- I don't
have anv questions.
MR, STAMETS: Arm  there any

other guestions of this witnesges? Ba, Duffin?

CROBS EXAMIRATION
BY ®3, DUPPIN:

o Mr. Eendrick, I1g it posgidle that the
aparation of an intermitter on a gas well gan be considered
ongs for the normal maintenance of & well?

A I think so.

o Is it possibhle, o vour Lknowladge, are

there intermitters on the wells tha
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maring?

A I &now from looking st the production
chart  of the No. "AI™ 33 Well that theare has besen used an
intereitter on that wall.

o Isa it posgible, in your judgeent that the
use ©f that intermitter could have been for normal mainte-

nance of the well?

A Very possibly.
e Do you have knowledge of when the inter-

#itter way have been pleced on the So. 33 well in your ro-
view ol recorda?s

A Ho, wa'am, I do not know 2 date for that.

¥ Okay, Mr. Rendrick, did you agres with
#ro Hale's definition of a recognized enhanced recovery
techrigue to be ong that adds eneryy t0 a reservoir as a
guneraliy eccepted definition?

A For me to consider nemething snhanced, 1
would  say that youw would have to do something that actuslly
changed the reserveir or changed the producing characteris-—
tics of the well in such a manner that this is a new fync-
tion, sowmething new tiat has ccourred.

In other words, when the well was drilied
and  cospleted and was fractured, certainly before the well
wag fractured it had a producing capesbility of being very
small. After the well was fractured peossibly its production
rate kay be inCreased tenfold or twentyfold or hundrecdfold,

This to me is snhanced regoverv. PRavbhe
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not  the only type of enbanced recovary, bhut sertainly that
would be one.

Marely shutting 4 wall in and turning it
on te me does nob constituts what I consider enhanced recove-
2ry.

o Does the application of fracturing to a
wizll entail the addition of snergy to the reservoir inte
wnich the well is drilled?

A You have to eupend energy to cause

P g

g

B
2

fracturing to ocour, yes.

G Conduct the process?
;3 Yoz, malas.
& Poes the opsration of an intermitier ro-

gulre that same kind of expenditure of gunrgy once it's in-

stalled on a well?

A Mo
o Thank you.

¥E, DOFFIH: That’s all I have.
MR, UTAWRTS: Any other queg-~
vions of this witness? He may be sxcused.

Excuse we, I'm gorry.

DUESTIONS BY MR, STOGHER:
& Hr., Btamets, if I wsight,
Mr. Xendrick, should an intarmitter he
congidered an enhanced recovery procedure?

A 1f I may change the word from enhancasd
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recovery to a word a congervatlion practice, I would say that
the usa of an lntermitter to halp keep a wellbore free of
liguids would be a manner of congervation practice in  that
you  can  keep a well producing for a longer period of its
Tifetime without adding any other additional sguipment.

4 Lat me ask anobher guestion concarning an
intersitter.

Should 1t be considered & norwal opera-
tion?

A Thers were times it seemed that intermite-
rers were normal operation and through the change of use of
intermitiers, which in the sarly days they vented the gas to
the atmoszphere Lo clasn the well, in changing that to &
point  where when you find a well will not keep itself clean
and place s interaitier on the well to intermittantly pro-
duce it into the line, 1 think you have betterad the produce
tien of your well, merely because you're Reaeping it clean,
which ey be & conservation pructice to prevent premature
abandonment, wultimately recovering eore gas from the forma-
tion,

o You sald vltimately recovering more gas.
iz your dafinition of enhanced recovery, couid that be con-
sidered an operation produsing more gas?

A I believe my dafinition of snhanced re-
covary would be the fact thnat you would recover the gas fros
that well in & guicker asount of time,

¥R, STOGHER: No further ques-~
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tions, ¥r. Stanets.

MR,  STAMETS: Any other (uss-
tions of this witness? He sbay be oxcused.

! have a guestion for ¥r. Hous-
toune  Did pou intend to put hlm back on the stand?

MR, JARES: 1 did not.

ME., BTABETS: Okay, well, lst
me dust ask him where he's at then.

Hr. Houston, why doaeg Nesa want
to produce these two walls in this msanner?

HR, HOUSTON: WYWhy is #esa wille-
ing to produce -

8B, STAMETSG: why do they want
to produce these wells in this manher?

MR, AOUETOM: You mean in the
panner without the intersitters?

ME. STAMETE: ¥Yes, by shutting
them 0ff and turning them on, why 40 you wank o do that?

HR, HOUSBTOM: Just to maximize
tha amount of recovery that we gat. o recover all the gas
volume that we can.

R, STAHETS: To maximize the
ultimate recovery’

MR, BGRATON: Yas, sir.

ME. STAMETS: 55 you helieve
that the current production process will cause mpore gas Lo

be produced from these wells,
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Hﬁf nousToK: 1 think it could,
YESs, Bir.

That wmay e argeeabls bur |
think it could, ves, air.

MR, STAMETS In what way?
What resservoir {unction will come into play Lhis way?

HR, BOUSTON: “%all, 1t would be
taking ws back to the conservation and I think as 1 alluded
to in sy testimony, I think that if you have a lowar rate,
or maybe not rate, & lower price that you are qoing to have
to  abide with if you rule ayainst this particular meeting,
the wall will hecome sore marginal, almost to the point of
uescoring uneconomic and it wight zet itself up for a nrava-
rure plug and abandonment.

MR,  STAMETS: If we just leave
price  out of this altogether, and congider that you  are
going to get H285.00 an Mcf regardless of how you produce the
well, 1f you put inrtermitters oo the two wells or if wyau
produce thes by shutting thew in and opening them up, do vou
belisve that the ultisate racovery would bhe enhanced by
aither one of thoge two processes?

¥, HOULSTOM: To a stight Jde-
gree I tnink so, yws, sir.

MR, STAEETS: Which ona?

HME, HOUIZTONHs I taink that it
would pe enhanced, both -~ hoth walls.

¥R, STAMETS: Soth, amd is oae
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Petter Lhan the other?

i, BOUSPTON: ESlightly better.

BR. HOUSTON: The -~ the "AJY
34, I nelieve is better,

ME, STAHMETS: ¥Us, no, 1'm sor-
ry, which process, the intermivter or thz manually shutting
and opening the well?

MR,  BOUSTOM: I would probable
say the intermitter.

MP. STABETS: Okay. Any other
gquestions of Xr. Houston?

¥R, GTOCONER: Mr. Ftamets, if 1
might, 1 would like to direct 2 couple of qguestions to Hr,
Houston, and mavbe also a couple of dirsctives.

In the original ¥aPA  Saction
198 enhanced recovery application I find and aid nor fingd
any rention of an intarmitter on either one of those wells.

Could you nleass supply thisz
pivision == this hearing today -- to the pDivision today
sowething telling us when the intersitier was used, how ox-
tensive it was used, and when it was taken off the liae, and
in particular the three wmoenths that are relevant to the RGP
Section 108 snhanced recovery 20-day psriod?

Could you -~ could %Yesa please
supply that information?

ME, HOUSTM: I'we sorry, I can-
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not. 1 do not have that information available.

MR, STOGHER: Could you do it
today?

Let me rephrase that. Could
you subseguent to this hearing provide that information?

MR, HORSTON3 I think that we
could, ves,

ME. STOCHER: Thank you,

KR, STAMETS: Any other gues-
tions? He may be excused again.

I presums that there will be
some closing argurents. what I would like to have in  this
case is proposed order from eacn of the participants and I
wolld also like to sae some written arguments as to  why
shutting in of wells and opening them manuallv shouldéd or
should net be considared an enhanced recovery technique une
der the PERC regulations.

#r. Jases, yvou've already suh-
pittad one and if you're happy and satisfied with that,
that's good enough.

I don't think there's any real
rush in getting thoae in; a ¢ouple of weaks will ke fine.

I think 1I've got three days in the office bhetwsen now and
July the &th, 80 it's not going to be a ot of rush.

Boes anyone have a closing

gtatement that they would like to make?

All right, we'll start with £}
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Paso first and work our way toward the applicant.

MR, JENBENt Pirst of all, we
would like to assert that wo don't have any objection to
resa's receiving a stripper well price when that is applic-
able and 80 it's not a mattar of £l Paso trying to deny Hesa
its retroactive dollars that it has at jeopardy here, but
it's a rnuestion of whether this particular action is en-
hanced recovery tachnique and with regard to that, and I
guess we will 1lluminate it wore in written arguments, cor-
tainly the ultimate shutting in and turning off ~- or shute
ting in and turning on of a well could pe considered an an~
nanced recovery techaigque to the sxtent an  intersitter is
considered an enhanced recovery technigue.

If£ the one ig, then the other
curtainly could ba, but in this particular case it was not
done by Mesa betausse of their desire to snhance recovaery,
but was done because Ll Paso told them to shut the well in,
and in fact they at that point, when thelr intermitters were
no longer usad, when they began turning on and off the well
because of El Paso's reguest,

The only other point that ('4
have to make i that desa did have avallable to it the
method hky which to continue to gualify this well as a
gstripper well, and that was the Lesporary prassure build-up
regulation and it choase not to for reasons unknown to El
PaBo.

But certeinly that was the in-
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tent of the FRRC in promulgating those ragulations whers the
pipeline shuts in the -~ a producer voluntarily-involuntary
sroducer standpoint because of pressure bhuild-up the Commig-
sion prosulgated the regulations to perwit them to continue
to  receive thelr stripper price for the flush production
that rosults. And 1 thiok that is what we see with tne
ninety-day period at issue here, is simply a matter of flush
production,

ME., DUFPINg Northuest  uarges
the Comeission to deay the applicant's request in Cases 5182
and Bl8) for at least three reasons, and I hope wa've icent-
ified them today.

Firgt of all, the ragulations
clearly reguire the producer to perform or install the tech-
nigque or process that is used,

In this case the wroducear,
Bese, has marely followed directions froam the pipeline, rl
Feso, has engaged in no creative thought or activity of its
own with respact to the issue, and gimply on a technical
reading of the regulations we would submit that this process
of pipeline shut~in for no demand does not constitute en—
hanced recovery.

Second, from ¥r, Hale’s review
of racords avallable to Northwest Pipelina, it appesrz that
the process of shut-in for no demand occurred at lesst as
warly as 1977, ¥y reading of the regulations, Ssction

274.208C, which addresses az producer attempling to get an
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enhanced recovery designacvion, iepliss to we that you gwot
your 108 designation and then the new enhanted recovery
technique 1s undertaken in order to gqualify as such, and it
coss not appeay {row the chronclogy of shut-ing having oc-
curred long before the wells were even designated as 108
that tnat crilteria has been met.

And thirdly, as ¥r. Hale testi-
fied, what has occurred here is that the flow rate from the
wells has temporarily increaged but oversall production has
pot in fact been enhanced, due to the pipeline shut~in for
no demand that has occurred here.,

Horthwest submits that no  ide-
wmand shut-~in time, 1if Jeemed by the Commission to be an en-
hanced recovery technlique, will result in a maseive upswing
in  the number of filings of thig nature befors the Jormalse
sion. ¥e submit that it will ultimately increase the price
of gas pald not only by pipeline cosmpanies like ‘Northwest,
which purchases this gasz, but by the ultimate consumer, and
for these reasons we would ask that these applicetiong be
danied,

Thank you.

MR, JAMEE: wall, the pipelines
ohvicusaly want us to apply some sort of sophistication to
the ters "technique®, It has to he a sophisticated techni-
GuE Process.

It's clear that something hap-

pened here in this period of time that incressed the rate of
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production from these two wells. I mpean we wouldn't be here
today if that increase had not occurred.

The FERC, in c4zes and in  its
enacting reculations and such over the years, has congise
tently stated a pelicy of encouraging increased production
from stripper wells. You have to keep in mind when the RGPA
was enacted. The HGPA hag not been changed.

You have to keep in mind when
the regs wereg snacted in 19681 and look at and read those
rega and that statute in that light. The Congress said that
the objective of this definition of enhanced recovery is to
insure that the producer Jdoes not have a built-in incentive
toe lirit the production from a2 given well to an average of
60 Mcf per day.

The PERC, in enacting thelr re-
gulations and discussing tecnniques, gaid, we believe it is
clear from our definition that any technique shall gualify
if it increases the rate of production from the well.

And we've heard a lot of testi-
mony about different interpretations, 8s such, but we're
bound by the NGPA and by the PERC regulations in this in-
stance, and 1 would cartainly appeal for a very tecpnical
reatding of thogse regulations angd that gtatute because that's
precisely what it takes here, and the result of that very
technical reading is going to recognize this technique, this

method of mapual regulation of tne flow of gas from these
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wells,

PR, STAMETE ¢ I£ there is
nothing further, then this case will be taken =«

ME. BUCKINGHAM3 Hr,. Zxaminer.

MR, STAHETS: Yas, I'm sorry,
fewel frae, ldentify yourself and =--

K. BUCEINGUAR: Allen
Bucklnghar for the bBureat of Land Henagement, Albuguerqge
Disgtrict,

Being a Jjurisdictional agency
for an enormous nuxber of stripper wells in San Juan Basin
ares, we would look at this case and we heve a keen interest
in poth these ceses, just like the State, and the LM fully
supports the position taken Ly Horthwest #ipeline
Corporation and El Paso Hatural Gas Company.

Thank you,

HR. ETAMETR: Any other
congents?

If there is pothling further,

the case will be taken under advisement.

lHearing concludad,)
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