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BEFORE THE
OIL CONSERVATION COMMISSION
SANTA FE, NEW MEXICO
JANUARY 6, 1960

IN THE MATTER OF: s

CASE 1848 Application of El Paso Natural Gas Company for
an exception to Paragraph 3 of Order R-106b.
Applicant, in the above~styled cause, seeks an :
extension of time to make up the accrued under-:
production of the Jones Li~A Well (a pressure
build~up test well), located in Unit B, Section:

13, Township 28 North, Range 8 West, Blanco- :
Mesaverde Pool, San Juan County, New Mexico.
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MR. NUTTER: We will take next Case 1848.

MR. PAYNE: Case 1848. Application of El Paso
Natural Gas Company for an exception to Paragraph 3 of Order
R-1065.

MR. SETH: Mr. Examiner, could I enter my appearance
in two cases, Case 1838 and 1848, together with Mr. Garrett Whit-
worth?

MR. NUTTER: Yes, sir.

MR. WHITWORTH: Garrett Whitworth, representing El
Paso Natural Gas Company. I pbelieve Mr. Oliver Seth, local coun-

sel, has already made an appearance in this case.
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MR. PAYNE: Yes, sir.
MR. WHITWORTH: We have one witness to be sworn, Mr.
John Mason.
(Witness sworn)
JOHN B. MASON,
called as a witness, having been first duly sworn, testified as
follows:
DIRECT EXAMINATION
BY MR. WHITWORTH:
Q Mr. Mason, will you please state your full name for
the record and by whom and in what capacity you are employed?
A John B. Mason, employed by the E1 Paso Natural Gas
Company as a proration engineer.
Q Have you previously qualified as an expert witness,
proration engineer before this Commission?
A Yes, sir, I have.
MR. WHITWORTH: We ask that the witnesst! qualifica-
tions be accepted.
MR. NUTTER: They are. Please proceed.
- Q You are familiar with the application of El1 Paso

Natural Gas Company in thlis case, are you not, Mr. Mason?

A Yes, sir.
Q What does El1 Paso seek by this application?
A By this application we seek to extend the period duri

ing which underproduction, which has accrued upon the Jones L=A
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Well -- we request permission to extend the period during which
that underproduction may be made up. The Jones "A" No. L Well
was on pressure build-up test authorized under our Order R-1065.
Q How was this application made to the Commission?
A This application was made by =-- in a letter form and
it was =~ and in the alternative it was requested that if we coul
not receive administrative approval or relief, then, that it be

set for hearing.

Q Do you have a plat depicting the exact location of
this well?
A Yes, sir, I do.

MR. WHITWORTH: Will you mark that for identificatio
as E1 Pasots Exhibit No. 17

(Thereupon, E1 Pasot's Exhibit No.
1 was marked for identification.

Q Where is this well located?

A This well is located in the NE/l of Section 13,
Township 28 North, Range 8 West, San Juan County, New Mexico.

Q Now, the well was put on maximum pressure build-up

test, was it not?

A Yes, sir, it was.

Q Pursuant to what Order?

A Order R-1065.

Q And when did the well go on test?
A April 17th, 1957.

The well is not presently under test,

O
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A No, sir, it is not.

Q When did it come off test?

A Came off test February the 5th of 1959.

Q Now, during the time that the well was being tested,

were allowables assigned to the well?

A Allowables were assigned to the well during that
period and during the test also. We had two transfer wells that
were authorized under the same Order, that was Jones 6-A and the
5-A. An allowable for the Jones li~A was being produced by thogse
two transfer wells, to a certain extent.

Q Do you have any data as to the production history
of this well during the time it was being tested?

A Well, during the testing period, of course, there
was no production; it was shut in completely. During that period
there was underage being accrued under the provisions of the
Order. Now, by way of history, I might point out that this well
was first reported to the Commission as having completed its test
on October the 1lhith of $58. That report was erroneous. However,
the Commission had issued a supplemental and transferred the al-
lowable that was requested to the transfer wells. The well actu-
ally completed its test in February of 1959. At that time we
notified,the Commission requested that the previously issued sup-
plement, which transferred the allowable, remain in effect; the
only thing, that the date of the make up period was changed to

January 31, 1960.
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Q Now, you have a document setting out the amount of
allowables during that period, do you not?
A I have what I have designated as Exhibit 2, which
sets forth the allowables during the year 1959.
MR. WHITWORTH: For identlification, I would like to

have it marked as Exhibit No. 2.

(Thereupon, E1 Pasots Exhibit No.
2 Wwas marked for identification.)

Q I notice that you have some current allowables unden
lined in red. What 1s that for?

A Well, it might be best if I backed up a little bit
before that, and in order to better explain what the underlying
current allowables are, it would be better to give a little back-
ground material, I believe. When the well came off of test in
February of 1959, there was a new deliverability test taken dur-
ing the latter part of February and the first part of March.

This test indicated an increased deliverability. The test was
sent to the Aztec office and apparently -~ this is pure conjecture
on our part in trying to determine what actually happened and why
it happened. The test was sent to the Aztec office and it was
apparently thrown into a basket since the test was submitted and
taken during the period 1959, during the period for which a
deliverability test would have been taken, upon which the 1960
allowables would be based. And since thls was during the first

of 159, it would not be used until 1960 and actually determine
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1960 allowables; 1t was probably just pushed aside until such
time as 1t would be needed.

Well, now, there had been no test during 1958 since the
well was shut-in for deliverability test. So in the absence of
a test for 1958, it was probably considered delinquent, just de-
linquent in its test, and there being no test, there was no al-
lowable assigned from February through November of this year --
of 1959. Then, by some means, 1t was discovered in the Aztec
office, and a gas supplement No. 5210 dated December l, 1959,
was issued assigning a total allowable of a hundred and seven-
seven million five hundred and fifty-seven thousand cubic feet,
assigned retroactively back through February of 1959. Now, the
allowables that I have appearing under the column of "Current
Allowables" are those allowables that were assigned by the Decem-
ber gas supplement ~- December 1959 gas supplement.

Q Because ~-

MR. NUTTER: What was the date of the gas supplement

No. 52107
A December the Lth, 1959.
Q (By Mr. Whitworth) Because of this gas supplement

assigning allowables retroactively to the well, the well is cur-
rently underproduced, is that right?

A That 1s correct. Now, when the well came off of the
pressure build-up test -~ maximum pressure build-up test, our

ordinary methods of checking the status of wells in our El Paso
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office was deviated somewhat because this was a special exception
since it was a pressure build-up test well. Ordinarily, our
clerical help,there is -- a proration schedule is issued each
month, will check the proration schedule against the records we
carry, and usually any omission or any error will be caught. But
since this was a pressure bulld-up well, we have been suspending
the usual check, and Mr. Rainey and myself have been keeping‘a
check on these wells ourselves to see whether or not they are mak
ing up theilr underproduction or whether they are becominé over-
produced, but in doing that we have only checked the status, and
since February or since the well came off test, the well appeared
to be making up its underproduction in an adequate manner and, in
fact, through well into the month of May. At the end of May, the
status indlcated that it was overproduced, and, of course, it was
overproduced during June. The month of July we started cutting
back on the production. In fact, it was produced only one day
during July, I think two days during'August, and two days in Sepd

ember and a portion of a day in October and November in an attemp

to eliminate this overproduction. But even in cutting back on the

overproduction, on the monthly production, we noticed that the
status continued to show an overproduction.

Q When was it first dlscovered that no allowable was
assigned to the well?

A Apparently, sometime around the first of December,

and at that time -- well, it was first discovered by El Paso when

T

t
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we received the gas supplement, 5210.

MR. NUTTER: What was your question,that no allow-
able was assigned?

MR. WHITWRTH: That no allowable was assigned.

MR. NUTTER: The well always had an allowable, didnt
1t?

A There was no allowable being assigned at all in the
schedule, 1t was just blank. There was no allowable. And from
May through November, the proration schedule carried a status
with APO on the side, which indicated that the well was six
times overproduced, it was getting no allowable, so that 1if it
had any connection at all, it was being carried as an over-
produced well.

Q (By Mr. Whitworth) In other words, its overproduced
status was the result of its having no allowable. There wasnt't
follow-up 1in the deliverablility test or anything like that?

A That is correct.

Q So since it had no allowable, any production at all

would six times overproduce, would it not?

A Any production made it be more overproduced.
Q Now, would you care to comment on the red lines?
A Yes, sir. Of course, the red lines do indicate the

allowable that was assigned retroactively by gas supplement 5210,

And going on across the schedule, of course, I have listed the

production since the well went off vest in the third column from

t
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the left and the cumulative status is the status that the well

should have been carried in the proration schedule,had the allow-~
able, the current allowable that is underlined in red, been fig-
uwred in with the status of the well. The status, the far right-
hand corner, right-hand column is the status that was actually

carried in the proration schedule and the status that we were ob-
serving in determining whether or not the well should be produced

more or cut back.

Q When the well was put on test, what was its deliver-
ability?

A Deliverability when it went on test was 85!y MCF per
day.

Q What is the deliverability of the well now?

A The deliverability =-- the gtate deliverability now

is indicated to be 2,070 MCF, the test that was taken following
the shut-in period.

Q When was this increased deliverability discovered?

A Well, I imagine the increased deliverability was dis-
covered at the time the test was taken. Now, as far as the -- whe
the Commission discovered 1t, I guess it was at the time they dis-
covered that the well was getting no allowable, because the 2070
was the deliverability used in assigning this retroactive allow-
able back from the time that the well came off the maximum build-
up test.

Q What is the amount of underage of the well at the
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present time?

A As of the end of November, the underproduction was a
hundred and twenty~five million one hundred sixty-two thousand
cublic feet.

Q Now, are you familiar with the balancing periods foy

the well pursuant to the Order?

A Yes.

Q What does the Order provide with respect to balancing
periods?

A Paragraph 3 of the Order provides that a well may

have until the end of the balanclng period following the balancing

period, during which the well came off test, to make up its under-

production.
Q When is the end of the balancing period for this well?
A That would be January the 3lst of 1960 for this well,
Q Would this well be able to make up its underage withi
this period of time?
A No, sir, it would not.
Q In your opinion,_What period of time would be necess+

ary for the well to make up its underproduced status?

A We are requesting that this balancing -- that this
make-up period be ektended through the next balancing period, whigd
would be through July the 31lst.

Q Do you feel that would be a suff icient amount of timd

A Yes, sir, it would. I might add that this well has

l?

n

h
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been getting an allowable which, as it appears on Exhibit 2, would
indicate to be somewhere in the neighborhood of fifteen million a
month. The well has exhibited an ability to produce about fifteen
hundred MCF per day. Therefore, it would ordinarily take about
ten days to produce its allowable; remaining twenty days could be
used to make up this underproduction. It will probably take four
or five months to make up the additional underproduction.

Q Getting back to the plat, the location of the well,
do you know of any offset operators that would be adversely af-
fected should the Commission see fit to grant this application?

A No, sir, I don't. We can see on the right side of
this plat, to the east of this well is the 23-7 unit which is
operated by El Paso. There are wells appearing as offsets there,
Megaverde offsets, which are not shown on the plat. El Paso is
the operator there. Of course, the 5-A and the 6-A are on the same
basic lease and even to the north and to the south, the wells are
operated by E1 Paso. And I might add that in order to do that, by
permitting this well to pick up this underproduction, in effect,
would only be permitting it to make up production which it is en-
titled to and was inadvertently denied during the period from
1959 --

Q Should the Commission grant the relief requested by
this application, in your opinion, would it violate or prejudice

correlative rights?

A No, sir, but, to the contrary, I feel if it were
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denied, there would be a violation of correlative rights, or the
Li=A Well would be denied production of gas to which it was en-
titled.

Q In your opinion, would the granting of the requested
relief prevent waste?

A Yes, sir. There would be no waste, as a result of it,
I should say.

Q Mr. Mason, referring to the letter application in
this case which states in the second Paragraph "Consequently, it
was produced" -~ referring to the well -- "on the basis of an
allowable based on a deliverability of 854 MCF." Is that a cor-

rect statement?

A No, sir, it is not, and I would 1like to make note ofi
that at this time, that actually itv was -~ well, the == there was%
no allowable at all. The letter indicates that what we were ask-
ing for originally was the difference between the allowable that
it would have received under 85l . Further checking, since the
writing of this letter, revealed that the well had received no
allowable during that period rather than an allowable on the basi?
cof an 85l deliverability.

Q Then, would you -~

MR. NUTTER: It received an allowable for part of the
time, didnt't it, Mr. Mason?

A No, sir, there was no allowable at all from February

of 159 through November, and only until we received the gas supple-
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ment 5210 was there an allowable, and that was on the basis of a

deliverability of 2070.

MR. NUTTER: It wasn!t six times overproduced as of

February, was it?

A No, sir, it was underproduced; everything being undTr

the maximum build-up test, it was actually underproduced. |
MR. NUTTER: Why didn't it receive an allowable, theﬁ?
A Well, as I supposed earlier, that it was perhaps the

test. that they did receive,the test having been received durirg

the period for the 1960 deliverability test; it was assumed that‘
that test was to be used for the 1960 allowables, and tlmt there
was no test during 1958 upon which 1959 allowables should be based.
MR. NUTTER: So, in other words, for a period of timé
until the Commission received the deliverability test that was
taken for that period of time to when the well was placed back on

production until it became six times overproduced, it probably

didn?t receive an allowable because it was delinquent, a test
that would have been normally taken in 19587
A Thatts right,end the well having been shut-in in
1958, there was no test.
MR. NUTTER: No test could have been taken?
A Right.
MR. NUTTER: So it was actually delinquent there

for a period of a few months, =- A No.

1+

MR. NUTTER: ==~ and then it didn't receive any allow
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able because it was overproduced?

A No, I don't know actually what happened, but the
test was taken at the end of February, I think February the 27th
it was Started, and it is my understanding it was a delinquent
test. The allowable would be effective thirty days prior to the
beginning of the test which would be -- have been back prior to
the time that the maximum build-up test would have been completed,
so that there would have been no penalty for delinquent test therT.
Now, if an allowable had a period on the schedule based upon --
well, in fact, based upon any deliverability, then the well never
would have appeared to have been six times overproduced. It ap-
peared to have been six times overproduced because there was
actually no allowable belng assigned to 1t because, for example,
in May it appears to be -- well, the status carried in the pro-
ration schedule is indicated on Exhibit 2,7,500 MCF, and that is
indicated to be six times overproduced. Well, at no time during
159 on this retroactive allowable was the current allowable less
than, well, ten thousand, for example.

Q (By Mr. Whitworth) Was there any change in the cumus
lative status of this well during the time that it was on test and

the other two wells were producing, its current allowable, =-

A Only =~
Q -- did its cumulative status change?
A Only once, and as I pointed out earlier, that was as

a result of having reported the test to have been completed sooner
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than it actually was, but now that test was indicated earlier to
have been completed in October of 158.

MR. NUTTER: What was the status of the well in Apri],
1957 when it was first shut-in?

A Itm afraid I don't have that, Mr. Nutter. But the
point I'm trying to make is that the effect of the transferring
of allowables kind of ironed itself out so that at the end of
January the cumulative status of 4);,563 underproduced was the
correct status at that time, and the well had been assigned al-
lowables on the basis of its o0ld deliverablility test through Janus
ary of Y59 was the correct status.

MR. NUTTER: I'm wondering if this underproduced
status here at the end of January, 1959 of l)j,563 could have been
in part due to a failure of 5-A and 6-A to make the total allowable
for the well while the well was shut-in?

A No, sir. We transfer allowables, only a portion
of underproduction, to the 5-A and 6-A, and the 5~-A and 6-A, now,
they had been overproducing themselves, and we transferred
allowable to the extent of their overproduction, to the extent
of theilr overproduction plus assigning some underproduction to
them. Now, those wells have come back into shape and are in good
order, and the lj~A also would have been had we been aware that
the well was not receiving an allowable, and we could have called

the Commission's attention to that fact. But through our mistake

Ll

also, we failed to catch the fact that it wasntt getting an allow
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able. We merely looked at the status as was being carried in the
proration schedule and also 1ln our production histories, which
checked out with each other, and the.well seemed to be making up
its underproduction in an adequate fashion.

MR. NUTTER: What is the latest status that you have
on the well right now?

A The actual status, considering the effect of the
allowables granted under the supplemental 5210, the status would
be, at the end of November --

MR. NUTTER: Thatts the latest figure you have?

A Yes, sir, is one hundred twenty-five million one
hundred and sixty-two thousand.

Q (By Mr. Whitworth) Cubic feet. And you feel you

could make that up by July the 31lst, --

A Yes, sir.

Q -- asg you stated, or August the 31lst, as the letter
says?

A Well, that should bé July the 31st, the end of the

next balancing period.

MR. NUTTER: One way to iron this out, wouldntt it
be, Mr. Mason, and remove this underproduction, would be to cance
a portion of that supplement?

A Of course, that would do it, but I don't think it

would be quite fair.

Q (By Mr. Whitworth) Do you think this well still has
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the deliverability of 20707

A I think it is somewhere in that neighborhood, as
indicated here 1n September. And August, the well was produced,
according to our records, only two days during those two months,
and the deliverabllity seemed -~ the actual producing ability

seemed to maintain something at 1500 to 2000 MCF during that

period.
Q The months of August and September both?
A Yes, sir.
Q That was two days! production?
A Yes, sir.

MR. WHITWORTH: I want to request that the letter of
application pre viously referred to, sent to the Commission by Mr.
Rainey, be amended to show July 31, 1960 in the last Paragraph
instead of August 31, 1960, and also that the last portion of the
second sentence of the second paragraph beginning with the word
"consequently" and ending with "858 MCF" be omi tted.

MR. NUTTER: The entire phrase beginning with the
word "consequently?"

MR. WHITWORTH: Right.

MR. PAYNE: Do you also want to émend the amount of
underproduction?

A Yes, sir.

MR. WHITWORTH: I think that that probably should be

omitted, and we so request, to correspond to El1 Paso's Exhibit No
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2, being 125,1527?

A May I clarify something here? That figure 125,546
appears on supplement 5210 as the new net allowable for November
after the effect of the retroactive allowables rather than
status. That is a valid figure, but is a net allowable rather
than status; that is how the figure got in there.

MR. NUTTER: The status actually is 125,152, then?

A Yes, sir.

MR. WHITWORTH: And since our evidence is to that
effect, we request that the letter of application be so amended.

MR. NUTTER: The letter of application has been
amended in those particulars.

Q (By Mr. Whitworth) Do you have anything else you
would like to add to your testimony, Mr. Mason?

A No, gir.

MR. WHITWORTH: Thatts all we have, sir.
MR. NUTTER: Does anyone have any questions of the
witness?
| MR. PAYNE: Yes, sgir.
CROSS EXAMINATION
BY MR. PAYNE:

Q Mr. Mason, to what do you attribute this substantia%
variation in deliverability in this well?

A The only explanation I have, Mr. Payne, is the rfact

that during this almost two years, two-year period that the well
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was shut-in, the gas more distantly removed from the well bore
moved in closer to the well bore and stabilized, and there was
Just more gas surrounding the well bore to be produced, and it
appears that 1t might be flush production during that period of
the test. However, as was indicated by the August and September
production, it seems to be maintaining that rate, at least up to
the present.

Q How soon was this test taken after the well was re-
turned to production?

A It was started about three weeks following.

Q Do you feel that perhaps after the well has been
shut-in for the period that this one has, that a new deliverablligy
test should not be taken until the well has producted, oh, two

months, that you might get a more correct deliverability test --

A Well, =~
Q -~ or thirty days of actual production?
A Well, I will say this, that we do keep a check on

these wells, and if the point should ever be reached when it ap-
pears that 1t will not make the allowable as being assigned on the
basis of this production, that a new deliverablility test certainlﬁ
would be in order, but at the present, I see -- or if we had
waited several months to take this particular test, that I dontt
think it would have made any substantial difference.

MR. PAYNE: Thank you.

Q (By Mr. Nutter) Has the 1960 test been scheduled
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for this well yet?

A I dontt know, Mr. Nutter, whether -- that is a ques-
tion that has arisen in my mind, whether or noit they intendrthis
test to apply for 1960 or whether they intend to take another test

MR. PAYNE: You would be willing to take another test

A Yes, sir, I think we would be willing to do that,

definitely.

QUESTIONS By MR. UTZ:

Q Mr. Mason, when did you complete the bulild=-up on thiT
well?

A On this particular well it was February the 6th,1959

Q And when did you request the t ransfer of allowables?

A I don't have the exact date of the first letter that

we sent, the one that I mentioned earlier in my testimony, which
was in error, when we erroneously reported a finished completion
date., It was back in December, I believe, and supplements were
issued on January the 1llth. But then when we did find that this
well was stlll on test, had completed 1ts test, we requested =--
we submitted our request then on April the 9th., I believe that
the transfer was requested previously, assumed to be the comple-
tion date, October ll, requested that that transfer remain in
effect since it would have made no substantial difference in the
underage or overage that we had, and it seemed 1t would require
fewer supplements that way, and things were in good order, as it

were.
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Q That was when, in April?

A Just 2 moment, sir. This was April the 9th. Now,
the reason we usually wait that long -- well, maybe not this long
in every instance -- btut we did not get our February production
history, of course, until sometime in March, and then, of course,
from probably the middle of March to April the 9th, I'm not sure
what the reason was, that there was a delay there. But your
attention was called to the fact that we had erroneously -- we
had previously erroneously reported the completion date, and that
we were making request at this time to transfer the allowable as
had been done in the initial request.

Q Did you make a supplemental request for transfer aft
April?

A No, sir. ©Now, there was another supplement 1ssued
April the 1lst. This well had been subjected to the cancellation
redistribution schedule from which it was to be exempted under
Order R-1065, and we called that to the Commission's attention,
and there was a supplement April 1lst which reinstated 1t at that
time, but other than that, there was no other cancellation.

Q Appears to be a foul-up on everybodyt!s part?

A Yes, sir. That includes us, yes. Usually we would
catch a mistake such as this, and I would advise theé Cémmiasion,
as is the usual practice every month, but since it was being
given special consideration, its being on pressure build-up test,

as I pointed out earlier, the clerical help didn't know exactly

er
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how to handle them, and we had been keeping watch over them separ-
ately, and it didnt't get its usual scrutiny that it usually does,
and, therefore, it evaded us, and it was carried to this point.
MR. NUTTER: Do you have the number of days of product
tion for each month the well was produced since it was put back on
production handy there?
A I have it for some of the months. Yes, sir, I do for

all of the months.

MR. NUTTER: Will you just read those off to me, please?

A Starting with February and going through November:
11; 23; 18; 17; 13; 1; 2; 2; 1; and 1. Now, I think that this
October and November 1 1is just a portion of a day and was reported
as one dayt!s production.

MR. NUTTER: Now, were the producing characteristics
the same, I mean the choke size and everything the same for all
of those months?

A Yes, sir. There was no check on the well, just pro=-
duction against existing line pressure.

MR. NUTTER: Does anyone have any further qﬁestions
of Mr. Mason?

MR. WHITWORTH: I have one.

REDIRECT EXAMINATION
BY MR. WHITWORTH:

Q Mr. Mason, were El Paso!s Exhibits 1 and 2 prepared by

you or under your direction?
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A Yes, sir.
MR. WHITWORTH:

mitted in evidence.

We request that these Exhiblts be ad~

MR. NUTTER: E1 Paso's Exhibits 1 and 2 will be ad-

mitted into evidence.

(Whereupon, E1 Pasots Exhibits 1
and 2 were received in evidence.)

MR. NUTTER: Mr. Mason may be excused.

(Witness excused.)

MR. NUTTER: Does anyone have anything further they

wish to offer in this case?

Take the casze under advisement.
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STATE OF NEW MEXICO )
) ss

COUNTY OF BERNALILLO )

I, J. A. Trujillo, Notary Public in and for the County of
Bernalillo, State of New Mexico, do hereby certify that the fore-
going and attached Transcript of Proceedings before the New Mexico
0il Conservation Commission was reported by me in Stenotype and
reduced to typewritten transcript by me, and that the same is a
true and correct record to the best of my knowledge, skill and
ability.
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