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STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 
STATE LAND OFFICE BLDG. 
SANTA FE, NEW MEXICO 

7 November 1984 

COMMISSION HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n of Mesa Petroleum Co. CASEU 
for NGPA determination, San Juan ^IQJp 
County, New Mexico. 818^ 

BEFORE: Richard L. Stamets, Chairman 
Commissioner Ed Kelley 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

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

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

For the Appli c a n t : 
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MR. STAMETS: The hearing w i l l 

please come t o order. 

We w i l l c a l l the continued 

cases f i r s t t h i s morning. 

C a l l f i r s t Case 8182. As a 

matter of f a c t , l e t ' s c a l l Case 8182 and 8183 since they 

have the same s t y l e . 

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

Mesa Petroleum Company f o r NGPA determination, San Juan 

County, New Mexico, and the a p p l i c a t i o n of Mesa Petroleum 

Company f o r NGPA determi n a t i o n , San Juan County, New Mexico. 

MR. STAMETS: The ap p l i c a n t has 

requested t h a t these cases be continued t i l l the December 

12th Commission hearing, and they w i l l be so continued. 

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

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

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

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

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

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

OIL CONSERVATION DIVISION 
STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 

12 December 19 84 

COMMISSION HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n of Mesa Petroleum 
Co. f o r NGPA determination, 
San Juan County, New Mexico. 

BEFORE: Richard L. Stamets, Chairman 
Commissioner Ed Kelley 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

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

For the Applic a n t : 
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MR. STAMETS: C a l l Case 8182. 

A p p l i c a t i o n de novo of Mesa 

Petroleum Company f o r NGPA determination, San Juan County, 

New Mexico. 

MR. CARR: May i t please the 

Examiner, a s t i p u l a t i o n has been entered between the p a r t i e s 

to t h i s case and the subseqwent case. The s t i p u l a t i o n has 

been entered i n t o by J e f f Taylor f o r the Commission, Steve 

Daugherty f o r Northwest P i p e l i n e , Tom Jensen f o r El Paso 

Natural Gas Company, and Steve James f o r Mesa. 

There i s a l e t t e r c onfirming 

t h i s t h a t we bel i e v e i s -- has been sent t o the Commission, 

may be here. 

I n any event, the s t i p u l a t i o n 

provides t h a t the record of the Examiner Hearing, i n c l u d i n g 

the supplemental memoranda t h a t were f i l e d f o l l o w i n g the 

hearing, by s t i p u l a t i o n can be used as the basis f o r the de 

novo hearing and w i l l c o n s t i t u t e the record i n t h i s proceed

i n g , and t h a t you may review t h a t and act upon t h a t i n i s 

suing a Commission order. 

The p a r t i e s also would request 

t h a t i t be cle a r t h a t one, no a d d i t i o n a l testimony w i l l be 

entered and two, t h a t each p a r t y to the proceeding before 

the Examiner w i l l remain a par t y of record i n t h i s matter. 

MR. STAMETS: A l l r i g h t , l e t me 

c a l l , then, Case 8183, which i s also the same s t y l e , a p p l i -
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r a t i o n de novo, Mesa Petroleum Company f o r NGPA determina

t i o n , San Juan County, New Mexico. 

The Commission, then, w i l l i n 

corporate the record i n the Examiner case i n each of these 

rases and the Commission w i l l review the record i n each case 

and issue e i t h e r a new order or orders confirming the o r i g i -

l a l Examiner order i n each of these cases. 

Is there anything f u r t h e r i n 

these cases? 

MR. CARR: Nothing f u r t h e r . 

MR. STAMETS: The cases then 

tfill be taken under advisement. 

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

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

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

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

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

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 
STATE LAND OFFICE BLDG. 
SANTA FE, NEW MEXICO 

9 May 1984 

EXAMINER HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n of Mesa Petroleum CASE 
Co. f o r NGPA dete r m i n a t i o n , San 8182 
Juan County, New Mexico. 

BEFORE: Richard L. Stamets, Examiner 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

For the O i l Conservation VJ. Perry Pearce 
D i v i s i o n : Attorney a t Law 

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

For the Appl i c a n t : 
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MR. STAMETS: We'll c a l l next 

Case 8182. 

MR. PEARCE: That case i s i n 

the matter of the a p p l i c a t i o n of Mesa Petroleum Co. f o r NGPA 

determination, San Juan County, New Mexico. 

Mr. Examiner, a p p l i c a n t has 

requested t h a t t h i s case be continued u n t i l the May 23rd 

Examiner hearing. 

MR. STAMETS: This case w i l l be 

so continued. 

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

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

the foregoing Transcript of Hearing before the Oil 

Conservation Division was reported by me; that the said 

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

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

9 

Ô uferŜ ^ Division 
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STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 
STATE LAND OFFICE BLDG. 
SANTA FE, NEW MEXICO 

6 June 1984 

EXAMINER HEARING 

IN THE MATTER OF 
A p p l i c a t i o n of Mesa Petroleum Com 
pany f o r NGPA dete r m i n a t i o n , San 
Juan County, New Mexico. 

A p p l i c a t i o n of Mesa Petroleum Com- CASE 
pany f o r NGPA dete r m i n a t i o n , San 8183 
Juan County, New Mexico. 

BEFORE: Richard L. Stamets, Examiner 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

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

For the Ap p l i c a n t : 

W. Perry Pearce 
At to rney a t Lav/ 
Legal Counsel t o the D i v i s i o n 
State Land O f f i c e Bldg. 
Santa Fe, New Mexico 87501 

Steven C. James 
Attorney a t Law 
Mesa Petroleum Co. 
Vaughn B u i l d i n g , Suite 1000 
Midland, Texas 79701 
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A P P E A R A N C E S 

For El Paso Natural Gas: Thomas S. Jensen 
Attorney a t Law 
El Paso Natural Gas Co. 
P. 0. Box 1492 
El Paso, Texas 79978 

For Northwest P i p e l i n e : Mary D u f f i n 
Attorney a t Law 
Northwest P i p e l i n e Corporation 
295 Chipeta Way 
Sa l t Lake C i t y , Utah 89108 

I N D E X 

MICHAEL P. HOUSTON 

Di r e c t Examination by Mr. James 6 

Cross Examination by Ms. D u f f i n 13 

Cross Examination by Mr. Jensen 15 

Redirect Examination by Mr. James 17 

Cross Examination by Mr. Pearce 18 

Cross Examination by Mr. Stamets 19 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

3 

I N D E X 

STATEMENT BY MS. DUFFIN 22 

BRENT WALTER HALE 

Di r e c t Examination by Ms. D u f f i n 25 

Cross Examination by Mr. Stamets 43 

Cross Examination by Mr. James 44 

Questions by Mr. Stogner 47 

STATEMENT BY MR. JENSEN 48 

H. L. KENDRICK 

Di r e c t Examination by Mr. Jensen 48 

Cross Examination by Mr. James 55 

Cross Examination by Ms. D u f f i n 59 

Questions by Mr. Stogner 61 

STATEMENT BY MR. JENSEN 67 

STATEMENT BY MS. DUFFIN 6 8 

STATEMENT BY MR. JAMES 6 9 

ALLEN BUCKINGHAM STATEMENT 71 
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E X H I B I T S 

I N CASE 8182 

Mesa E x h i b i t One, A p p l i c a t i o n 8 

IN CASE 8183 

Mesa E x h i b i t One, A p p l i c a t i o n 8 

Northwest P i p e l i n e E x h i b i t One, Document 23 
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MR. STAMETS: We'll c a l l next 

Case 8182. 

MR. PEARCE: That case i s on 

the a p p l i c a t i o n of Mesa Petroleum Company f o r NGPA determin

a t i o n , San Juan County, New Mexico. 

MR. JAMES: Mr. Examiner, 

Steven C. James, appearing on behalf of a p p l i c a n t , Mesa Pet

roleum Co., attorney from A m a r i l l o , appearing i n a s s o c i a t i o n 

w i t h the Campbell, Byrd and Black law f i r m here i n Santa Fe. 

We have one witness. 

We would also request t h a t Case 

8183 be consolidated w i t h 8182 since they have very s i m i l a r 

f a c t s . 

MR. STAMETS: A l l r i g h t , w e ' l l 

c a l l Case 8183. 

MR. PEARCE: That case i s on 

the a p p l i c a t i o n of Mesa Petroleum Company f o r an NGPA deter

mination, San Juan County, New Mexico. 

Are there other appearances i n 

these consolidated cases? 

MS. DUFFIN: Mary D u f f i n , a t 

torney f o r Northwest P i p e l i n e , i n a s s o c i a t i o n w i t h Mont

gomery and Andrews. 

MR. JENSEN: Tom Jensen, ap

pearing on behalf of El Paso Natural Gas Company, also i n 

ass o c i a t i o n w i t h Montgomery and Andrews. 
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MR. PEARCE: Ms. D u f f i n , do you 

have a proposed witness i n t h i s matter, or more? 

MS. DUFFIN: I do. I have one 

witness. 

MR. PEARCE 

MR. JENSEN 

MR. PEARCE 

MR. JENSEN 

MR. PEARCE 

Okay. Mr. Jensen? 

Yes, s i r . 

You got a witness? 

Mr. Kendrick. 

Could I ask a l l of 

the proposed witnesses t o r i s e a t t h i s time, please? 

(Witnesses sworn.) 

MR. STAMETS: Mr. James, you 

may proceed. 

MR. JAMES: At t h i s time, Mr. 

Examiner, we w i l l c a l l Mesa Petroleum's Mike Houston. 

MICHAEL P. HOUSTON, 

being c a l l e d as a witness and being duly sworn upon h i s 

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

DIRECT EXAMINATION 

BY MR. JAMES: 

Q Would you please s t a t e your name and oc

cupation? 

A Michael P. Houston. I'm a D i v i s i o n Pro-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

7 

duction Engineer w i t h Mesa Petroleum i n A m a r i l l o , Texas. 

Q Have you ever t e s t i f i e d before t h i s Com

mission c?nd had your q u a l i f i c a t i o n s accepted by them? 

A Yes, s i r , I have. 

MR. JAMES: We would tender the 

witness' q u a l i f i c a t i o n s t o the Examiner. 

MR. STAMETS: He i s considered 

q u a l i f i e d . 

Q How many years have you been w i t h Mesa? 

A About ten and a h a l f years. 

Q Now, i n your capacity as D i v i s i o n Produc

t i o n Engineer f o r Mesa are you f a m i l i a r w i t h the a p p l i c a 

t i o n s f i l e d by Mesa i n Cases 8182 and 8183? 

A Yes, s i r , I am. 

Q Would you please b r i e f l y s t a t e what Mesa 

i s seeking i n each of these cases? 

A Okay. Case 8182 addresses a request by 

Mesa f o r a f u r t h e r determination of increase i n r a t e of pro

d u c t i o n of gas from Mesa's State Com "AJ" No. 34 Well i n San 

Juan County, New Mexico, i s due t o the use of Mesa of a r e 

cognized enhanced recovery technique as defined by the FERC. 

And, s i m i l a r l y , Case 8183 addresses a r e 

quest by Mesa f o r the f u r t h e r determination t h a t an increase 

i n the r a t e of production of gas from Mesa's State Com "A I " 

No. 33 Well i n San Juan County, New Mexico, i s due t o the 

use by Mesa of a recognized enhanced recovery 

technique as defined by the Federal Energy Regulatory Com-
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mission. 

Q Mr. Houston, I would hand you what's been 

marked Mesa's E x h i b i t Number One i n Case 8182 and ask i f you 

would please i d e n t i f y t h a t e x h i b i t . 

A Yes. This i s j u s t the a p p l i c a t i o n f o r 

the f u r t h e r determination of NGPA Section 108 f o r the State 

Com "AJ" No. 34. 

Q Okay. Mr. Houston, I would ask t h a t you 

also i d e n t i f y f o r us Mesa E x h i b i t Number One as submitted 

here i n Case 8183. 

A Okay. This i s — t h i s i s also the a p p l i 

c a t i o n f o r f u r t h e r determination under NGPA Section 108 f o r 

the State Com "AI" No. 33. 

Q Are those t r u e and c o r r e c t copies, t o the 

best of your knowledge, of the documents taken from Mesa's 

f i l e s ? 

A Yes, s i r , they are. 

Q Now, Mr. Houston, who operates both of 

these wells? 

A Mesa Petroleum. 

Q And how much working i n t e r e s t does Mesa 

have i n the State Com "AJ" 34 Well? 

A I n the "AJ" 34 we have 100 percent. 

Q How much working i n t e r e s t does Mesa have 

i n the "AI" 33 Well? 

A I n the "A I " 33 Well we have 25 percent 

working i n t e r e s t . 
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Q Who owns the r e s t of the working i n t e r e s t 

i n the "AI" 33? 

A Superior, I b e l i e v e , owns 25 percent. El 

Paso Natural owns 12-1/2 percent and Getty owns 37-1/2 per

cent. 

Q Are you aware t h a t i n 1981 both of these 

w e l l s were approved as s t r i p p e r w e l l s under Section 108 of 

the NGPA? 

A Yes, s i r . 

Q Okay, who purchases the gas from these 

two wells? 

A Northwest Central P i p e l i n e . 

Q I b e l i e v e Northwest — would i t be North

west P i p e l i n e Corporation? 

A Yes, uh-huh. 

Q You may have Northwest Central confused 

w i t h Northwest. 

A I'm s o r r y . 

Q The — does El Paso Natural Gas gather 

the gas from these two wells? 

A Yes, they do. 

Q And then do they d e l i v e r i t t o Northwest 

Pipeline? 

A That's my understanding. 

Q Are you aware t h a t i n March of 1983 t h a t 

Northwest f i l e d n otices of increased production f o r these 

two w e l l s w i t h t h i s Commission and w i t h the FERC? 
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A Correct, I am, yes. 

Q Are you aware t h a t l a t e r i n t h a t same 

year t h a t Mesa f i l e d notices of increased production and the 

two requests t h a t you've i d e n t i f i e d ? 

A Yes, s i r . 

Q I n mid t o l a t e 1982, Mr. Houston, d i d — 

d i d Mesa s t a r t a l t e r n a t e l y s h u t t i n g these w e l l s i n and then 

producing them f o r a various number of days each month? 

A Yes, s i r . 

Q Why? 

A I n order t o maximize production. We f e l t 

l i k e we could shut these w e l l s i n and improve our o v e r a l l 

economics. 

Q Did Northwest request you t o shut the 

we l l s in? 

A Yes, they d i d . 

Q Did they request t h a t you t u r n the w e l l s 

back on? 

A On an i n t e r m i t t e n t basis --

Q Yes. 

A — yes, they d i d . 

Q Now, how — how does Mesa go about ac

t u a l l y s h u t t i n g one of these w e l l s in? 

A Our F i e l d Foreman addresses some of the 

pumpers t h a t work f o r him and they go by and manually close 

the valves, which prevents any f u r t h e r flow i n t o the pipe

l i n e . 
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Q And where i s your f i e l d foreman? 

A He's located i n Flora V i s t a , Mew Mexico. 

Q When you want t o then recommence produc

t i o n from one of the w e l l s how t o do you go about th a t ? 

A I n a s i m i l a r f a s h i o n . The pumper has to 

go by and p h y s i c a l l y open the valves. 

Q And t h i s — t h i s i s a Mesa pumper? 

A Yes, s i r . 

Q Mesa employee? 

A Yes, s i r . 

Q Now once Mesa, I b e l i e v e you've addressed 

t h i s p o i n t b r i e f l y , once — once they began i n mid t o l a t e 

1982 manually r e g u l a t i n g the production i n t h i s manner from 

these two w e l l s , what — what happened t o the production 

from these two wells? 

A The production was s t i m u l a t e d and i n es

sence increased t o a p o i n t above the normal tolerances under 

NGPA Section 108. 

Q Did the o v e r a l l production from these two 

w e l l s increase i n any p a r t i c u l a r months as opposed t o , say, 

when they were j u s t open flow? 

A Yes, they d i d . 

Q Did Mesa do anything else t o these w e l l s 

to achieve the increases you've t a l k e d about? 

A No, s i r , not t h a t I know. 

Q Did anyone else do anything t o the two 

we l l s t h a t increased the production? 
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A No, s i r . 

Q Now, does the — does the manual re g u l a 

t i o n of the flo w of gas t h a t you've t a l k e d about, does i t 

cause the pressure t o b u i l d up i n the — i n the wells? 

A Yes, i t would. 

Q Okay. Now, does t h i s manual r e g u l a t i o n 

allow you t o maintain t h a t pressure build-up from, say, one 

month t o the next? 

A Versus keeping the w e l l f l o w i n g the — 

Q Right. 

A — whole time? Yes, i t would. 

Q Does the build-up allow Mesa t o produce 

i t s f a i r share of the gas underlying the acreage? 

A Yes. 

Q Now i f these a p p l i c a t i o n s t h a t are sub

m i t t e d by Mesa i n these two cases today are denied, w i l l 

t h a t have an adverse e f f e c t on the economics of producing 

these two wells? 

A Yes, s i r , I t h i n k t h a t i t would. 

Q Could such denials also u l t i m a t e l y r e s u l t 

i n waste? 

A Yes. 

MR. JAMES: At t h i s time, Mr. 

Examiner, I would o f f e r E x h i b i t One i n each case, 8182 and 

8183, i n t o evidence. 

MR. STAMETS: Without o b j e c t i o n 

these e x h i b i t s w i l l be admitted. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

13 

MR. JAMES: That's a l l the 

questions I have a t t h i s time. 

MR. STAMETS: Are there ques

t i o n s of the witness? 

MS. DUFFIN: I have a couple 

questions. 

CROSS EXAMINATION 

BY MS. DUFFIN: 

Q Mr. Houston, I have j u s t a couple of 

questions. 

For c l a r i f i c a t i o n , d i d the d i r e c t i o n s f o r 

the shutins t h a t you r e f e r r e d t o i n your testimony come from 

Northwest P i p e l i n e or from El Paso Natural Gas, the p i p e l i n e 

company t o whom the w e l l s are connected? 

A El Paso N a t u r a l . 

Q You i n d i c a t e d t h a t you performed some 

manual r e g u l a t i o n of the two w e l l s and I wanted t o ask, f o l 

lowing t h a t r e g u l a t i o n d i d you n o t i c e i n the w e l l s an i n 

crease i n flow r a t e of the w e l l s or an act u a l increase i n 

the production, the number of Mcf produced by the two wells? 

A State those again? I t h i n k you're almost 

t a l k i n g about the same t h i n g . Maybe I missed i t . 

Q Did the flow r a t e of the w e l l increase 

during the few hours t h a t the w e l l was turned on i n the 

course of your manual r e g u l a t i o n , thereby a c t u a l l y producing 

more gas, or was i t j u s t a hiqher r a t e of flow though during 
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a shorter period w i t h no net increase i n the number of Mcf 

produced by these two wells? 

A I t h i n k t h a t the w e l l s a c t u a l l y e x h i b i t e d 

a higher r a t e of flow f o r a shorter period of time. 

Q An ac t u a l greater number of Mcf's pro

duced oveer the sho r t e r period? 

A Yes, ma'am. 

Q Okay. Could you elaborate a l i t t l e b i t 

on the adverse e f f e c t on Mesa's economics t h a t you r e f e r t o 

i n your testimony? 

A Comparing — comparing the s t r i p p e r p r i c e 

versus the non-stripper p r i c e , i s t h a t what you're r e f e r r i n g 

to? I n other words, i f we — i f we were t o not receive t h i s 

extension or t h i s f u r t h e r d e t e r m i n a t i o n , i f we were not t o 

be able t o stay under s t r i p p e r s t a t u s , we f e e l l i k e the 

p r i c e would decrease t o the p o i n t where i t would be almost 

marginal. Maybe not uneconomic, but i t would be much more 

as a marginal case. 

Q I s i t not p o s s i b l e , Mr. Houston, t h a t 

Mesa could continue t o monitor these two w e l l s over 90-day 

production periods and so long as the w e l l s d i d not produce 

i n excess of the 60 Mcf per day l i m i t a t i o n Mesa could con

t i n u e t o receive the 108 p r i c e w i t h o u t the need f o r t h i s en

hanced recovery designation so t h a t there would i n f a c t be 

no adverse e f f e c t on your economics? 

A I t h i n k t h a t would be po s s i b l e , yes, 

ma'am. 
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MS. DUFFIN: 

questions. Thank you. 

MR. STAMETS: 

of the witness? 

MR. JENSEN: 

few questions. 

CROSS EXAMINATION 

BY MR. JENSEN: 

Q Mr. Houston, are you f a m i l i a r w i t h the 

Commission's, the Federal Energy Regulatory Commission's 

temporary b u i l d - u p , temperature pressure build-up regula

t i o n s ? 

A Yes, s i r . 

Q I s i t your o p i n i o n t h a t both of these 

w e l l s would have q u a l i f i e d under those r e g u l a t i o n s , t h a t 

Mesa could have f i l e d a temporary pressure build-up a p p l i c a 

t i o n on these wells? 

MR. JAMES: I'd o b j e c t . I'd 

objec t t o the asking f o r l e g a l conclusions. 

Q Now, when El Paso Natural Gas Company 

asks — requests Mesa t o shut a w e l l i n , and then subse

quently requests t h a t they t u r n i t on, i s i t on any consul

t a t i o n w i t h Mesa as t o the build-up of pressure or the 

p o t e n t i a l f o r enhancing recovery and the r a t e of production 

i n the wells? 

A Not t o my knowledge. 

15 

That's a l l my 

Other questions 

Yeah, I've got a 
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Q In other words, the shutting in and the 

t u r n i n g on of w e l l s i s done s o l e l y — i s done by Mesa s o l e l y 

upon El Paso Natural Gas Company's request? 

A P r e t t y much so, yes, s i r . 

Q Okay. And I'm not sure i f t h i s question 

has been asked e x a c t l y . I t h i n k Ms. D u f f i n was g e t t i n g at 

i t , but i f you took a l l the — a l l the time t h a t the — t h a t 

the w e l l — a l l the time i n v o l v e d w i t h each of these w e l l s , 

i n c l u d i n g s h u t - i n time and producing time, i s the t o t a l 

volume produced greater or lesser than would have been pro

duced i f the w e l l had been producing continuously? 

In other words, t a k i n g away the s h u t - i n 

time, i f the w e l l had been produced continuously, was the 

production greater — would the production have been greater 

than w i t h t h i s supposed — 

A Yes. 

Q — enhanced recovery technique? 

A I t h i n k I f o l l o w your question and I be

l i e v e the r a t e or the volume would be l a r g e r than. 

Q I f i t had been continuously? 

A Larger than i f i t had been produced con

t i n u o u s l y , yes, s i r . 

Q Okay. Now, I'm not f a m i l i a r , as f a m i l i a r 

w i t h the 34 Well as I am w i t h the 3 3 because t h a t ' s the one 

i n which we have an i n t e r e s t , but i s there not an i n t e r m i t 

t e r on the " A I " No. 33 Well? 

A Yes, s i r , there i s an i n t e r m i t t e r . 
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Q Okay, and t h a t was operating t o — t o a l 

t e r n a t e l y t u r n on and o f f the w e l l p r i o r to — w e l l , during 

— was t h a t operating during 1981 and 1982, the i n t e r m i t t e r ? 

A I t was operating p a r t of the time but I 

can't — I could not swear t h a t i t was operating 100 percent 

of the time. 

Q And the i n t e r m i t t e r no longer operates 

now t h a t El Paso i s requesting you t u r n on and then o f f the 

well f o r periods of time? 

A I t ' s operative but I don't b e l i e v e we use 

i t any longer. 

MR. JENSEN: No more questions. 

MR. JAMES: I f I might j u s t ask 

him a question. 

REDIRECT EXAMINATION 

3Y MR. JAMES: 

Q I b e l i e v e you've s t a t e d t h a t you're aware 

that Northwest f i l e d notices of increased production f o r 

these two w e l l s i n e a r l y 1983, i s t h a t c o r r e c t ? 

A Yes, s i r . 

Q And t o your — t o your knowledge, i f Mesa 

lad done nothing f u r t h e r , then would — would the we l l s have 

Deen d i s q u a l i f i e d from the s t r i p p e r p r ice? 

A I f e e l l i k e they would have been, yes, 

s i r . 

Q Now, i s i t your testimony t h a t t h i s 
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manual r e g u l a t i o n by Mesa has r e s u l t e d i n an increased r a t e 

of production from these wells? 

A Yes, I t h i n k they do, s i r . 

MR. JAMES: No f u r t h e r ques

t i o n s . 

CROSS EXAMINATION 

BY MR. PEARCE: 

Q Mr. Houston, I'm unclear on the "A I " 33 

Well. 

Could you e x p l a i n t o me f u r t h e r i f you 

have an operative i n t e r m i t t e r on the w e l l but i t ' s not being 

used, what's going on out there a t t h a t w e l l ? 

A Excuse me, I'm sor r y I mislead you. 

I — the i n t e r m i t t e r i s capable of being 

operative but i t i s not i n use. A l l I'm t r y i n g t o say i s 

the i n t e r m i t t e r i s not junked. 

Q But i t ' s not connected t o the flow stream 

e i t h e r . 

A I t ' s not i n use, t h a t ' s c o r r e c t . 

Q Thank you. 

A I t i s capable of being o p e r a t i v e , not 

junked. 

MR. PEARCE: Thank you. 
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CROSS EXAMINATION 

BY MR. STAMETS: 

Q Mr. Houston, again, when El Paso was hav

ing market problems over the l a s t couple years and they were 

s h u t t i n g i n not only nonmarginal w e l l s but marginal w e l l s , 

to meet t h e i r market demand, i s t h a t c o r r e c t ? 

A That's my understanding, yes, s i r , t h a t ' s 

c o r r e c t . 

Q I f i t hadn't been f o r t h a t you wouldn't 

have gone out there and p h y s i c a l l y shut those w e l l s i n . 

A Probably not. 

Q Okay. And are you aware t h a t the D i v i 

sion has orders out now which i n d i c a t e t h a t i t ' s our i n t e n 

t i o n t h a t marginal w e l l s be kept on the p i p e l i n e at a l l 

times? 

A I b e l i e v e I r e c a l l something along those 

l i n e s , yes, s i r . 

Q And b a r i n g any v i o l a t i o n of t h a t by the 

p i p e l i n e , then the s h u t t i n g i n of these w e l l s i s on Mesa's 

own v o l i t i o n at t h i s time. 

A Yes, they would be. 

Q A l l r i g h t , now, Mr. Houston, you've been 

an engineer f o r a long time. I n the r e a l world of o i l and 

gas would you c l a s s i f y t h i s as enhanced recovery? 

A The mechanical manipulation of the 

valves? 

Q S h u t t i n g i n a WP! 1 anH i - n m i n r j — i t — b a c k 
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on, do you c l a s s i f y t h a t as enhanced recovery? 

A I would have t o say no, s i r . 

Q Okay. Now you i n d i c a t e d t h a t i f t h i s ap

p l i c a t i o n were denied t h a t there would be a negative impact 

on production and I presume you mean u l t i m a t e production 

from t h i s — these w e l l s , i s t h a t c o r r e c t ? 

A That's p o s s i b l e , yes, s i r . I t would be 

po s s i b l y uneconomic a t an e a r l i e r stage and perhaps we would 

lose some of the reserves t h a t would normally be produced i f 

the higher p r i c e was allowed. 

Q How would t h a t work? Under the c u r r e n t 

r u l e s , you know, the w e l l would be s t r i p p e r i n i t s l a s t 

years and i t would be drawing s t r i p p e r p r i c e , I presume. 

How are we going t o lose production? 

A Well, I t h i n k what I'm saying i s t h a t 

w i t h t h i s more c a r e f u l a t t e n t i o n t o the w e l l , lease oper

a t i n g expenses are going up and even though we may be i n ex

cess of 60 Mcf per day average and above the NGPA 108 r e 

quirements. Therefore we receive a — would receive a l e s 

ser p r i c e and economics become even more marginal and even 

t o the p o i n t t h a t we might have t o prematurely, or what I 

would c a l l prematurely, plug and abandon the w e l l . 

Q What p r i c e do w e l l s receive when they're 

not c l a s s i f i e d as s t r i p p e r ? 

A Under 10 — I don't b e l i e v e I have t h a t 

i n f o r m a t i o n w i t h me. 

MR. STAMETS: Mr. James, do you 
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know? 

MR. JAMES: We do have i t . 

What p r i c e would 104 be? How much i s t h a t , approximately, 

r i g h t now? Ninety cents plus a BTU adjustment. 

MR. STAMETS: And what's 108? 

MR. JAMES: I t ' s Four D o l l a r s 

at the present time. 

MR. STAMETS: Mr. James, I 

looked a t your Memorandum of Law here and i t seems as though 

i n — what i s i t i n , i n the second paragraph where you d i s 

cuss the d e f i n i t i o n of enhanced recovery? Yeah, r i g h t . 

Would you p o i n t out t o me there 

j u s t e x a c t l y where i t i s t h a t you beli e v e t h a t p h y s i c a l l y 

s h u t t i n g i n a w e l l and t u r n i n g back on i s covered? 

MR. JAMES: Process performed 

by the producer increases the r a t e of production of gas from 

a w e l l includes mechanical as w e l l as chemical s t i m u l a t i o n . 

MR. PEARCE: Mr. Houston, do 

you happen t o know whether or not e i t h e r or both of these 

w e l l s are c l a s s i f i e d as marginal under the State of New Mex

ico's p r o r a t i o n system f o r — 

A I do not a t the present time, no, s i r . 

MR. PEARCE: Does anybody here 

f o r El Paso happen t o know? 

MR. KENDRICK: I t h i n k I can 

t e l l you. 

MR. PEARCE: Would you do t h a t , 
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please, s i r ? 

MR. JAMES: Mr. Pearce, we're 

also t a l k i n g about a loss of revenues t h a t would r e s u l t i n 

d i s q u a l i f i c a t i o n from the end of 1982 u n t i l present. Even 

i f i t i s a marginal w e l l and they put i t back on stream f u l l 

time, we would s t i l l under the regs, i f t h i s i s denied t o 

day, not be e n t i t l e d t o c o l l e c t the s t r i p p e r p r i c e from the 

end of '82 t o the present. I t would be a s i g n i f i c a n t econ

omic loss i n terms of these two w e l l s . 

MR. KENDRICK: I'm H. L. Ken-

d r i c k w i t h El Paso Natural Gas. 

In reading the May, 1984, Gas 

Pro r a t i o n Schedule, as published by the State, page 31, the 

w e l l i s l i s t e d only as the No. 33 w i t h a companion w e l l as 

the 33-E, t h a t m u l t i p l e w e l l p r o r a t i o n u n i t i s c l a s s i f i e d as 

nonmarginal. 

The State Com "AJ" w i t h Wells 

No. 34 and 34-E i s a m u l t i p l e w e l l u n i t also c l a s s i f i e d as 

nonmarginal. 

MR. PEARCE: Thank you, s i r . 

Thank you. Nothing f u r t h e r . 

MR. STAMETS: Any f u r t h e r ques

t i o n s of the witness? He may be excused. 

Ms. Duffin? 

MS. DUFFIN: Thank you, Mr. 

Examiner. 

I'd l i k e t o present t h i s l e t t e r 
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of a s s o c i a t i o n f o r your records. I'm a member of the Utah 

Bar, and I'd also l i k e t o submit f o r your use i n the course 

of our p r e s e n t a t i o n , these copies of what I've designated as 

E x h i b i t One. 

As I go through and r e f e r t o 

the various pages i n t h a t e x h i b i t I ' l l ask t h a t they be ad

mit t e d i n t o evidence separately. 

My name i s Mary D u f f i n . I'm an 

attorney f o r Northwest P i p e l i n e . 

Northwest i s i n t e r e s t e d i n t h i s 

proceeding due t o the f a c t t h a t i t purchases 100 percent of 

the gas from the "AJ" 34 Well from Mesa Petroleum, the ap

p l i c a n t . 

We purchase 87-1/2 percent of 

the gas from the State Com No. 33 Well from the a p p l i c a n t 

and other i n t e r e s t owners. 

Northwest has an i n t e r e s t i n 

these proceedings which cannot be s u f f i c i e n t l y represented 

by any other p a r t y and Northwest claims t h a t i t s p a r t i c i p a 

t i o n i s i n the p u b l i c i n t e r e s t and i s necessary and appro

p r i a t e i n the a d m i n i s t r a t i o n of the Natural Gas Pol i c y Act. 

Northwest f i l e d p r o t e s t s r e l a 

t i v e t o Mesa's request f o r f u r t h e r determination of e l i g i b 

i l i t y f o r NGPA 108 p r i c i n g i n these proceedings i n mid-1983. 

The f i r s t two documents i n the 

e x h i b i t package I j u s t handed you, NWP-A and NWP-B, are 

copies of those two p r o t e s t s . 
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And i f I may at t h i s p o i n t , I'd 

l i k e t o make a c l a r i f i c a t i o n i n those two p r o t e s t s . 

I n the second paragraph of the 

Ju l y p r o t e s t and i n the t h i r d paragraph of the August pro

t e s t I i n d i c a t e d t h a t i t was not Mesa but Northwest, due t o 

a decrease i n demand on these w e l l s , t h a t shut i n the w e l l s , 

and i n f a c t I now understand t h a t the w e l l s are connected t o 

El Paso's system and t h a t i t was El Paso's market demand 

which was the determining f a c t o r . 

I don't t h i n k t h a t the sub

stance of Northwest's p r o t e s t s are a f f e c t e d because i t was 

s t i l l an issue of p i p e l i n e demand which caused the s h u t i n , 

but I wanted t o c l a r i f y t h a t f o r the Examiner today. 

Northwest appreciates t h i s op

p o r t u n i t y t o appear. We'd l i k e t o present some t e c h n i c a l 

testimony today, t h a t which was r e f e r r e d t o i n our p r o t e s t s , 

i n d i c a t i v e of the f a c t t h a t the production increases demon

s t r a t e d by these w e l l s were r e l a t e d t o and caused by the 

shutins of El Paso's p i p e l i n e connected t o the w e l l and were 

not the r e s u l t of the a p p l i c a t i o n of any enhanced recovery 

technique. 

To do t h a t I would l i k e t o c a l l 

upon Mr. Brent Hale, who i s Manager of Reservoir Engineering 

f o r Northwest P i p e l i n e . He's here w i t h me today and i s pre

pared t o present testimony r e l a t i v e t o our p o s i t i o n . 

I'd be happy t o ask Mr. Hale 

some questions so t h a t you're comfortable about h i s q u a l i f i -
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cations a t t h i s time, i f you care f o r me t o . 

BRENT WALTER HALE, 

being c a l l e d as a witness and being duly sworn upon h i s 

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

DIRECT EXAMINATION 

Mr. Hale, could you please s t a t e your 

My name i s Brent Walter Hale. 

And who are you employed by? 

I'm employed by Northwest P i p e l i n e Cor-

What's your p o s i t i o n w i t h t h a t company? 

I'm c u r r e n t l y Manager of Reservoir Engin-

BY MS. DUFFIN: 

Q 

f u l l name? 

A 

Q 

A 

po r a t i o n . 

Q 

A 

eerin g . 

Q Could you provide a d e s c r i p t i o n of your 

educational background and p r o f e s s i o n a l degrees? 

A Yes. I studied petroleum engineering a t 

the U n i v e r s i t y of Wyoming and received a Bachelor of Science 

degree i n 1976, a f t e r which I went t o work f o r Northwest 

P i p e l i n e . 

During 1978 I took a leave of absence 

from Northwest P i p e l i n e and returned t o the U n i v e r s i t y of 

Wyoming and completed residency and course work requirements 

on a Master's degree i n petroleum engineering. The t h e s i s 
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research was completed o f f campus and I received a Master's 

degree i n 1979 i n petroleum engineering. 

And since them I've worked f u l l time f o r 

Northwest P i p e l i n e . 

Q Could you describe the work t h a t you've 

done i n reviewing q u a l i f i c a t i o n s of the w e l l s a t issue i n 

t h i s hearing f o r recognized enhanced recovery designation? 

A Yes. I n reviewing t h a t I've r e t r i e v e d 

production records which Northwest has a v a i l a b l e showing 

volumes produced, operating pressures on the w e l l s , the 

amount of time the we l l s have flowed and the times they have 

been shut i n due t o market demand and other — various other 

s h u t - i n r e l a t e d causes. 

Q Did you review any t e c h n i c a l l i t e r a t u r e 

r e l a t i v e t o the g e n e r a l l y accepted d e f i n i t i o n of recognized 

enhanced recovery technique? 

A Yes, I d i d . I conducted a review of the 

t e c h n i c a l l i t e r a t u r e t o see i f I could f i n d anything t h a t 

remotely resembled the a p p l i c a t i o n t h a t we're discussing t o 

day. 

Q Have you ever provided sworn testimony 

before t h i s Commission previ o u s l y ? 

A No, I have not. 

Q Have you given sworn testimony r e l a t i v e 

t o other NGPA p r i c i n g matters before other State or Federal 

commissions? 

A I've given testimony before the FERC Com-
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mission r e l a t i v e t o t i g h t gas p r i c i n g matters. 

MS. DUFFIN: I would ask t h a t 

Mr. Hale be accepted as a q u a l i f i e d witness. 

MR. STAMETS: Let me ask a 

question or two. 

Mr. Hale, i n your d u t i e s as a 

re s e r v o i r engineer would you describe what you've done f o r 

Northwest? 

A Yes. We've been responsible f o r gas w e l l 

t e s t i n g , reserve a n a l y s i s , d e l i v e r a b i l i t y p r o j e c t i o n s f o r 

Northwest P i p e l i n e , which includes the San Juan Basin. 

I t also includes various r e s e r v o i r s along 

the western slope of Colorado and i n Green River Basin of 

Wyoming. 

We've conducted extensive t r a n s i e n t pres

sure analyses on many w e l l s . We've also done some compres

sion work, economic analyses f o r d r i l l i n g , f o r i n s t a l l a t i o n 

of g a t h ering systems and various f a c i l i t i e s . 

MR. STAMETS: The witness i s 

considered q u a l i f i e d . 

MS. DUFFIN: Thank you. 

Q Mr. Hale, i f I could ask you a t t h i s 

p o i n t t o r e f e r t o pages NWP-C and NWP-D i n the e x h i b i t pack

age . 

The -C page applies t o the State Com 33 

Well and the -D page applies t o the 34 Well. 

Could you e x p l a i n , Mr. Hale, what these 
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e x h i b i t s r e f l e c t as f a r as f l o w i n g days versus down days on 

these two wells? 

A Yes. These e x h i b i t s are taken from the 

production records t h a t Northwest maintains on a l l w e l l s 

t h a t we have a purchase i n t e r e s t i n or else they're connect

ed t o our p i p e l i n e , and they show the monthly volume pro

duced f o r each w e l l a t the top and then the center graph 

shows the number of days t h a t the w e l l s a c t u a l l y flowed. 

Now t h i s i s not a producing day but i t ' s 

the number of days each month t h a t gas i s f l o w i n g through 

the gas purchase meters and a t the bottom we have a record 

of the average volume pressure, which i s not p a r t i c u l a r l y 

important i n the hearings today. But the volume produced i s 

important and the number of days t h a t the w e l l a c t u a l l y 

flowed gas i s important. 

We can see by looking a t the volume r e 

cord a t the top t h a t there was extensive down time during 

1982 and 1983, and i t ' s also very obvious t h a t flow rates 

f o l l o w i n g the down time d i d increase. 

Q Could you i d e n t i f y w i t h respect t o the 33 

Well and then w i t h respect t o the 34 Well the s p e c i f i c de

creased f l o w rates t h a t you're r e f e r r i n g t o i n the case of 

each of these wells? 

A The decreased f l o w r a t e s , during November 

of 19 82 on the 3 3 Well the production was way down, and 

t h a t ' s due t o market r e l a t e d s h u t i n . 

On the number -- on the same w e l l you see 
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the production and f l o w i n g time also being way down due t o 

market r e l a t e d s h u t i n . 

One t h i n g t h a t ' s very important t o ob

serve i s t h a t even though the market r e l a t e d s h u t i n was more 

severe during '82 and '83, i t wasn't the f i r s t time t h i s had 

occurred. I f you go back t o 1979 we f i n d t h a t there were 

several months during the summer of 1979 where f l o w i n g time 

was reduced, and during November and December of 19 79 we had 

the same type of short term r a t e increase t h a t we say during 

the '82, '83, and '84. 

MS. DUFFIN: I would ask t h a t 

E x h i b i t pages NWP-C and NWP-D be admitted. 

MR. STAMETS: Without o b j e c t i o n 

they w i l l be admitted. 

MS. DUFFIN: Thank you. 

Q Mr. Hale, i f I can, I'd now l i k e t o r e f e r 

you t o E x h i b i t pages NWP-E and F. Page E applies t o the No. 

33 Well and F applies t o the 34 Well. 

I understand t h a t these e x h i b i t s c o n t a i n 

a record of the down time on each of the we l l s beginning i n 

the t e n t h month of the year 19 82 and c o n t i n u i n g through Ap

r i l of '84, i s t h a t c o r r e c t ? 

A That's c o r r e c t f o r the " A I " 3 3 Well. 

On the "AJ" 3 4 Well the down time record 

begins i n January of '83. 

Q Thank you. Can you e x p l a i n what the 

column "Days Flowing" on these two charts represents? 
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A That's a record of time t h a t gas was 

f l o w i n g through the measurement meter. 

Q And what does the column "Days of No De

mand" represent? 

A That i s the time t h a t the w e l l was shut 

i n by request of El Paso Natural Gas because of lack of mar

ket f o r the gas. 

Q You're saying t h a t i t i s El Paso Natural 

Gas t h a t determines whether or not — t h a t e s s e n t i a l l y de

termines the number t h a t appears i n t h a t Days of No Demand 

column? 

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

Q I s i t the p i p e l i n e company or the pro

ducers t h a t makes the d e c i s i o n t o shut i n a w e l l when 

there's a day of no demand? 

A The p i p e l i n e company. 

Q What does the column on each of these ex

h i b i t s "Days of Other Down Time" represent? 

A When we went through the record we 

grouped a l l other down time together and l i s t e d i t separ

a t e l y . This would include time t h a t the w e l l was down be

cause of i n t e r m i t t e r o p e r a t i o n ; i f the w e l l i s shut i n f o r 

pressure buildup t e s t i n g , or any other miscellaneous mainte

nance or down time t h a t could be caused e i t h e r by a producer 

or by the p i p e l i n e . 

Q So i n the case of the No. 33 Well the 

average days of other down time i s 1.52, where the days of 
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no demand i s 10.3. 

And i n the case of 34, other down time i s 

5.1; days of no demand i s 13.8, so less than h a l f i n d i c a t e s 

what t h a t was. Is t h a t the c o r r e c t way t o read t h a t ? 

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

Q Okay. Does Mesa operate i n t e r m i t t e r s on 

these w e l l s , t o your knowledge, Mr. Hale? 

A Yes, they have i n t e r m i t t e r s on both w e l l s 

and they were i n operation up u n t i l time time the p i p e l i n e 

requested the w e l l s be shut i n due t o a lack of market, and 

i t appears t h a t because of the pressure buildup associated 

w i t h the lack of market, the i n t e r m i t t e r s haven't been used 

r e g u l a r l y since then. 

Q I f Mesa has i n t e r m i t t e r s on these w e l l s , 

why can i t not be said t h a t Mesa's responsible f o r increased 

flow r a t e s f o l l o w i n g s h u t i n of the wells? 

A The i n t e r m i t t e r operation i s a normal 

operation of the w e l l . I t ' s what an operator would normally 

do to maintain the prod u c t i o n , and the market r e l a t e d down 

time i s down time i n excess of what would normally be r e 

quired f o r prudent operation of the w e l l . 

Q I f we were t o assume f o r a minute t h a t 

Mesa's operation of the i n t e r m i t t e r s on the w e l l s was r e 

sponsible f o r increased f l o w r a t e s from the w e l l , do records 

a v a i l a b l e t o you t h a t you have reviewed i n pr e p a r a t i o n f o r 

t h i s hearing represent t h a t Mesa has, since making t h e i r ap

p l i c a t i o n s i n these cases, u t i l i z e d the p r a c t i c e of i n t e r -
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m i t t e r r e g u l a t i o n w i t h the i n t e n t of in c r e a s i n g production? 

A I don't see any evidence from the produc

t i o n records t h a t Mesa has done anything w i t h regard t o 

t h e i r i n t e r m i t t e r o p eration t o increase the production. 

They've operated the i n t e r m i t t e r s only when necessary and as 

fa r as other down time, which has been p r i m a r i l y no demand 

down time, t h a t has occurred only when the p i p e l i n e s r e 

quested i t . 

MS. DUFFIN: I would ask t h a t 

pages NWP-E and -F be admitted. 

MR. STAMETS: Without o b j e c t i o n 

they w i l l be admitted. 

MS. DUFFIN: Thank you. 

Q Mr. Hale, i f you would look at E x h i b i t 

pages NWP-G and -H at t h i s time, E x h i b i t G r e l a t e s t o the 

State Com 33 Well and E x h i b i t H r e l a t e s t o the 34 Well. 

Can you e x p l a i n what the two axis on 

these two graphs represent? 

A Right. We have a graph of production 

versus time f o r each w e l l and also a graph of days f l o w i n g 

versus time f o r each w e l l . 

On the "A I " 3 3 on E x h i b i t G the produc

t i o n i s seen t o drop from 1976 from a r a t e of around 120 Mcf 

a day down t o a minimum of 3 0 t o 3 3 Mcf a day during mid-

' 83. 

Also we see a l i n e representing average 

days per month f l o w i n g and we can see t h a t the "A I " 3 3 has 
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never produced more than 22 t o 23 days per month since a t 

l e a s t 1977. 

Q And what does the E x h i b i t H r e f l e c t about 

the Mo. 34 Well? 

A The E x h i b i t H shows the same data f o r the 

No. 34 Well. I t shows t h a t the i n t e r m i t t e r has been i n use, 

t h a t the w e l l has been shut i n by Mesa v i a an i n t e r m i t t e r t o 

optimize production on the w e l l , and also we see t h a t pro

ducing time d u r i n g '82 and '83 was reduced and, as we d i s 

cussed p r e v i o u s l y , t h a t ' s r e l a t e d t o the market, no demand 

s i t u a t i o n . 

Q So the l i g h t e r shaded p o r t i o n of these 

graphs represents what? 

A The l i g h t e r shaded area a c t u a l l y repre

sents the production from the w e l l . I t ' s l i s t e d as annual 

Mcf per day but what we have i s a twelve-month r o l l i n g pro

d u c t i o n , and t h a t i s t o t a l volume d i v i d e d by 365. I t 

doesn't accurately represent the r a t e of production but i t 

does give us a r e p r e s e n t a t i o n of the t o t a l production from 

the w e l l . 

Q And the more d a r k l y shaded p o r t i o n repre

sents the number of days produced. 

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

Q When was the f i r s t time i n the case of 

each of these w e l l s , based on the records you've looked a t , 

t h a t production occurred on less than t h i r t y days per month? 

A I t ' s been c o n s i s t e n t on both w e l l s since 
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1977, and that's as far back as our records go. 

Now there have been a few months during 

the l a s t two years where they have had a f u l l t h i r t y days 

production following extensive down time, but the history on 

the wells back through 1977 shows that they have been shut 

i n each month to optimize the production. 

Q When I look at these two graphs, Mr. 

Hale, i t doesn't look to me l i k e your accounting for the 

number of days of production even sta r t s u n t i l 1978, about 

mid-year i n both cases, so how can you say that they are re

f l e c t i v e of conditions that might have existed back i n '77? 

A These two graphs show an annual average 

and the f i r s t annual average where we have twelve months 

complete data to average, was mid-1978. 

Q Based on a review of these graphs, Mr. 

Hale, i s i t your opinion that the practice of shutting i n 

these wells began i n 1982? 

A No. 

Q I f I could ask you, Mr. Hale, i s there a 

difference between the rate of flow of a well and the rate 

of production from a well? 

A Yes, there i s a difference. I f we're 

t a l k i n g about the rate of flow, that can be recorded on a 

very short period of time. I t ' s how fast the gas comes out 

of the wellbore, how fast we can run i t through a measure

ment meter. 

When we're t a l k i n g about the rate of pro-
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d u c t i o n , we're t a l k i n g about the t o t a l produced volume. I f 

we t a l k e d about production from a w e l l i t ' s not important t o 

know whether a w e l l flows one hour a day or whether i t 

flowed 24 hours a day. 

I f we want t o t a l k about production from 

a w e l l , then we need t o know the t o t a l volume and i t becomes 

immaterial how f a s t the gas was produced. 

Q Do you agree w i t h Mr. Houston's opinion 

expressed during h i s testimony t h a t production from these 

w e l l s appears t o have increased f o l l o w i n g down time, shutins 

of the wells? 

A No, I don't, and i f y o u ' l l look a t the — 

e i t h e r E x h i b i t G or E x h i b i t H, you can see t h a t there i s a 

noticeable drop i n production t h a t c o r r e l a t e s very w e l l w i t h 

the drop i n days f l o w i n g . This i s very obvious dur i n g 1983 

and during 1984. S t a r t i n g i n l a t e 1982 when the market r e 

l a t e d down time began, the average of days f l o w i n g s t a r t e d 

t o drop and the average production s t a r t e d t o drop. Only i n 

l a t e '83 and e a r l y '84 when the t o t a l number of days f l o w i n g 

began t o increase again d i d the a c t u a l production begin t o 

increase. 

Q I'd r e f e r you now, Mr. Hale, t o E x h i b i t 

pages I , J, K, and L i n Northwest's e x h i b i t package. 

NWP-I p e r t a i n s t o the No. 3 3 Well and — 

MR. JAMES: Mr. Examiner, i f I 

might, I hate t o say t h i s o b j e c t i o n i n advance of the tender 

of the e x h i b i t s ; however, since we are going t o have several 
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e x h i b i t s and before we get away frora E x h i b i t G and H, i f 

they are indeed t o be tendered and w i t h regard t o any t e s t i 

mony t h a t ' s already been submitted w i t h respect t o them, I 

want t o ask t h a t they not be admitted. I would ask t h a t a l l 

evidence w i t h regard t o these e x h i b i t s be s t r i c k e n because 

i t ' s obviously i r r e l e v a n t c a l c u l a t i o n s i n accordance w i t h 

the d e f i n i t i o n s set f o r t h i n the NGPA and the regs. 

These two e x h i b i t s incorporate 

non-productive days i n t o the — i n t o the e x h i b i t and the 

NGPA deals only i n productive days i n determining r a t e of 

production. 

MS. DUFFIN: Mr. Stamets, I 

w i l l ask t h a t the e x h i b i t s be admitted on t h i s basis. I 

t h i n k t h a t they are r e l e v a n t inasmuch as Section 271.803 r e 

quires t h a t i n order t o be a recognized enhanced recovery 

technique the technique must increase the r a t e of production 

of the w e l l as opposed t o simply the f l o w r a t e of the w e l l . 

I t h i n k Mr. Hale's t e s t i f i e d t o 

t h a t d i f f e r e n c e . I t h i n k i t i s p e r t i n e n t under the regula

t i o n s and I t h i n k these e x h i b i t s go t o show t h a t i n f a c t the 

technique a t issue i n the hearing has not served t o increase 

the r a t e of production as req u i r e d by the r e g u l a t i o n s . I 

t h i n k t h a t ' s the relevancy of these e x h i b i t s . 

MR. JAMES: I don't agree a t 

a l l w i t h t h e i r t r y i n g — attempting t o d i s t i n g u i s h r a t e of 

flo w from r a t e of production. The NGPA i n the regs and com

ments t o the regs c l e a r l y , c l e a r l y s t a t e d t h a t they are not 
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concerned with the ultimate recovery from the well but mere

ly with the increase i n the rate of production from the 

we l l , whether i t goes over 60 Mcf per day or not, and I ob

je c t to both of these e x h i b i t s . 

MR. STAMETS: We'll overrule 

the objection and admit these p a r t i c u l a r exhibits and they 

w i l l be used for what they're worth i n conjunction with our 

reading and i n t e r p r e t a t i o n of the FERC regulations. 

MS. DUFFIN: Thank you. 

Q Moving on to Exhibit pages I and J, page 

I relates to the No. 33 Well and page J relates to the 34 

We 11. 

Could you explain the two axis of these 

graphs, Mr. Hale? 

A Yes. Exhibit I r e l a t i n g to the 33 and J 

re l a t i n g to the 34, is actually a graph of production versus 

days per month that the well flowed or produced gas, and on 

the "AI" 33 Well we see that up u n t i l market related down 

time became a factor the well t y p i c a l l y produced around 22 

days per month and had a flow rate declining from 56 Mcf per 

day down to around 48 Mcf per day. 

At that time the pipeline began to shut 

i n the well due to lack of market for the gas and we see 

that both production and the days producing decreased. 

This i s very s i g n i f i c a n t on these types 

of wells because of the nature of the reservoir and the 

pressure buildup phenomenon associated with down time. 
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There i s a considerable amount of a c t i v i t y i n the r e s e r v o i r 

even though the valves may be closed a t the surface. So you 

have to look a t act u a l time f l o w i n g and i t i s important t o 

look a t the w e l l i n terms of the s t a b i l i z a t i o n time of the 

r e s e r v o i r , which i s much longer than a day or on these w e l l s 

i t ' s much longer than a 90-day pe r i o d s p e c i f i e d by the FERC. 

When we look a t the E x h i b i t J f o r the 

"AJ" No. 34 Well — 

MR. STAMETS: Before we — be

f o r e we go on th e r e , l e t ' s have a l i t t l e e xplanation of what 

we're looking a t here on t h i s E x h i b i t I . 

I presume we s t a r t up i n the 

upper l e f t h a n d corner w i t h a l l the l i t t l e — upper r i g h t , 

w i t h a l l those pluses? 

A Yes. 

MR. STAMETS: When i s th a t ? 

A That i s about three years ago. 

MR. STAMETS: Okay, and ~ 

A We've got about three years h i s t o r y . 

MR. STAMETS: Where — where 

d i d you get t h i s data? What's i t s source? 

A The data comes from the monthly produc

t i o n records on the w e l l . What we're looking a t i s the v o l 

ume produced each month as recorded by the p i p e l i n e and also 

the days per month f l o w i n g . 

MR. STAMETS: How many poi n t s 

do we have on t h i s e x h i b i t ? 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A There are roughly t h i r t y p o i n t s . 

MR. STAMETS: And t h a t repre

sents t h i r t y months production. 

A T h i r t y months, yes. 

MR. STAMETS: And from what 

time? 

A We're going from A p r i l , 1984, back rough

l y t h i r t y months, which would put us back i n the e a r l y 1982, 

I b e l i e v e . Late 1981 t o e a r l y 1982. 

MR. STAMETS: Okay, and t h a t 

w i l l be the same f o r a l l of the — 

A Same f o r both w e l l s . 

MR. STAMETS: Okay. Thank you. 

A And the l i n e connecting the points shows 

the c h r o n o l o g i c a l r e l a t i o n s h i p between the data p o i n t s . 

Q Do you read these graphs, Mr. Hale, es

s e n t i a l l y from the r i g h t t o the l e f t as f a r as time? 

A That's r i g h t . 

Q I s t h a t c o r r e c t ? 

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

Q Go ahead. 

A We read them from the r i g h t t o the l e f t , 

we f i n d out t h a t as time has increased, the average days per 

month there's been demand f o r the gas has decreased, and the 

average production from the w e l l has also decreased. 

On the "AJ" 34 we see a temporary i n 

crease about twelve days per month and t h a t shows us t h a t 
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the s t a b i l i z a t i o n time of the r e s e r v o i r on t h i s w e l l i s 

greater than twelve months. 

Q Can you e x p l a i n , Mr. Hale, what the s t a 

b i l i z a t i o n period of the No. 34 Well means i n the context of 

t h i s a p p l i c a t i o n ? 

A What t h a t means i s t h a t we shut the w e l l 

i n , l e t ' s say, f o r four months, and i f we shut the w e l l i n 

f o r four months and the s t a b i l i z a t i o n time i s greater than a 

year, t h a t means t h a t a year f o l l o w i n g the recommencement of 

production from the w e l l there w i l l be a notice a b l e impact 

on the r a t e s . 

The t o t a l volume would not increase but 

there would be a notice a b l e increase i n d a i l y r a t e . 

MS. DUFFIN: I would ask t h a t 

E x h i b i t s I and J be admitted a t t h i s time. 

MR. JAMES: I ' l l o b j e c t t o Ex

h i b i t s I and J i n t h a t they are based on evidence or deter

minations t h a t are i r r e l e v a n t t o our cases today. 

MR. STAMETS: I ' l l o v e r r u l e 

your o b j e c t i o n on the same basis as the l a s t , and a t t h i s 

time admit the e x h i b i t s . 

Q We can now move, Mr. Hale, t o E x h i b i t 

NWP-K and NWP-L. 

NWP-K r e l a t e s t o the No. 33 Well and L 

r e l a t e s t o the No. 3 4 Well. 

Can you e x p l a i n these graphs and what the 

axis on them are? 
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A Yes. These graphs r e l a t e the flow r a t e 

)n the w e l l s t o the days per month the w e l l s f l o w . 

The flow r a t e was measured on a monthly 

>asis and days f l o w i n g l i k e w i s e on a monthly basis. Now 

:hese d i f f e r from the previous graphs. We're looking at i n 

di v i d u a l months here. This i s not an annual average of anyl 

sort. 

Mesa Petroleum presented s i m i l a r evidence 

Ln t h e i r a p p l i c a t i o n , except t h a t instead of d i v i d i n g or us-

mg a c t u a l f l o w i n g days they d i d use FERC producing days, 

/hich includes some down time. 

The important t h i n g t h a t we see on Exhi

bits K and L i s t h a t as the f l o w i n g time decreases, the f l o w 

rate does increase, and Mesa has pointed t h i s out. I t ' s a 

/ery normal type of phenomenon. 

On the "AI" 33 Well we see t h a t the w e l l 

/ i l l normally flow at a r a t e of around 75 Mcf per day i f 

illowed to produce 20 to 25 days per month. The most severe 

shutin shows the v/ell producing one day per month and rates 

lave increased t o values i n excess of 250 Mcf per day f l o w 

ing, so we do see an increase i n r a t e but even though 

:here's an increase i n r a t e we have an associated decrease 

in t o t a l production because of the s u b s t a n t i a l down time. 

Q Mr. Hale, from your experience, do most 

•/ells i n the San Juan Easin show — I beg your pardon. 

Do they experience some no demand s h u t - i n 

:ime on an annual basis? 
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A C u r r e n t l y the m a j o r i t y of the w e l l s are 

being shut i n at some time d u r i n g the year due t o no demand 

and there i s other s h u t - i n time and one t h i n g t h a t ' s very 

important i s t h i s behavior i s very, very t y p i c a l . I t ' s very 

normal. The w e l l s have very slow s t a b i l i z a t i o n time. I f we 

shut them i n f o r the summer, i t ' s very o f t e n the case t h a t 

they have f l u s h production or increased spot rates a l l 

throughout the next w i n t e r . 

Q I n your experience would most we l l s r e a c t 

t h a t way? 

A Yes. 

Q Following s h u t - i n time? Is t h i s how the 

No. 33 and 34 Wells re a c t f o l l o w i n g s h u t - i n f o r no demand, 

i n your judgment? 

A Yes. 

Q And i s t h a t shown by the flow rates set 

f o r t h i n E x h i b i t s C and D? 

A Yes, i t i s . 

Q Those are the bar graphs — 

A Right. 

Q — t h a t r e l a t e flow days and production 

volumes ? 

A I n f a c t , the data i n E x h i b i t s C and D i s 

the same as the data i n E x h i b i t s K and L. We've j u s t r e f o r 

matted the scale t o make i t easier to r e l a t e f l o w i n g time 

and f l o w r a t e . 

Q Thank you. ^ 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

quest ions of Mr. Hale . I do 

y o u ' l l c a l l f o r those l a t e r , 

admit E x h i b i t s K and L? 

thank you. 

They w i l l be admitted. 

43 

MS. DUFFIN: That concludes my 

have a c l o s i n g statement but i f 

I ' l l j u s t give i t at t h a t time. 

MR. STAMETS: Would you l i k e to 

MS. DUFFIN: I sure would, 

MR. STAMETS: Any objections? 

MS. DUFFIN: Thank you. 

CROSS EXAMINATION 

BY MR. STAMETS: 

Q Mr. Hale, what i s enhanced recovery tech

nique --

A I f I understand — 

Q — and i s t h i s one? 

A As I understand i t , enhanced recovery 

technique i s a process where the operator w i l l add energy to 

the r e s e r v o i r which might be necessary t o produce the hydro

carbons present i n the r e s e r v o i r . 

I n the case of a gas w e l l the best en

hanced recovery technique t h a t I can t h i n k of would be the 

p o s s i b i l i t y of going i n w i t h a h y d r a u l i c f r a c t u r e or some 

other type of treatment which would allow the v/ell to pro

duce gas t h a t would not otherwise be produced. 

The market r e l a t e d shut-ins are not en-
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Q I'm advised t h a t i n the past we have ap

proved i n t e r m i t t e r s as an enhanced recovery technique f o r 

t h i s p a r t i c u l a r program. 

Is the s h u t t i n g i n of we l l s p h y s i c a l l y by 

the operator any d i f f e r e n t from the use of an i n t e r m i t t e r ? 

A I n t h i s case I'd say i t ' s not d i f f e r e n t . 

The i n t e r m i t t e r operation i s normally on a d a i l y cycle and 

what has r e a l l y happened here i s we've changed the cycle 

from a d a i l y cycle e f f e c t i v e l y t o an annual c y c l e . 

Because of the long s t a b i l i z a t i o n time i n 

the Dakota r e s e r v o i r , the impact on production and on flow 

r a t e i s the same except t h a t we're changing our time frame 

from a matter of days t o a matter of years. 

Total production averaged over the course 

of the year would see the same type of behavior t h a t we nor

mally would expect from an i n t e r m i t t e r i f we average over a 

course of hours. 

MR. STAMETS: Any other ques

t i o n s of t h i s witness? 

CROSS EXAMINATION 

BY MR. JAMES: 

Q I take i t t h a t you're i n agreement w i t h 

us t h a t — t h a t s h u t t i n g i n the w e l l on some various number 

of days each month, as opposed t o leaving the w e l l open f l o w 

over the same month, w i l l increase the r a t e of flow from the 
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w e l l during the days i t i s produced. 

A That's r i g h t . 

Q Now, i n your attempting t o understand 

what a technique was, and i n your research, d i d you — d i d 

you come across the Federal Energy Regulatory Commission's 

statement t h a t when asked — when they received a number of 

comments asking them to provide examples, processes, or 

equipment t h a t c o n s t i t u t e d recognized enhanced recovery 

techniques, were you aware t h a t they s t a t e d t h a t i n t h i s r e 

spect we b e l i e v e i t i s c l e a r from our revised d e f i n i t i o n 

t h a t any technique s h a l l q u a l i f y i f i t increases the r a t e of 

production from the we l l ? 

A I have reviewed the r e g u l a t i o n s and the 

one concern I have i s t h a t the r a t e of f l o w , the spot r a t e 

has increased, the production has dropped o f f on these 

w e l l s , and t h a t ' s the concern I have t h e r e . 

Q Are you also aware t h a t i n the past the 

Commissin has stat e d t h a t i t i s not concerned w i t h the u l t i 

mate recovery from the w e l l when considering s t r i p p e r deter

mination? 

A The data t h a t I presented t h i s morning 

does not address the issue of u l t i m a t e recovery. 

Q Now, since we do agree t h a t the fl o w r a t e 

would be increased i n the circumstances we've been discus

sing today, what caused t h a t flow r a t e ' s increase? 

A This i s the phenomenon of pressure b u i l d 

up i n the r e s e r v o i r . When you produce the w e l l you have a 
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low pressure zone around the w e l l , or f r a c t u r e , i f there be 

any f r a c t u r e , when you shut the w e l l i n gas w i l l continue t o 

flow and recharge the area near the wellbore. 

Q Now what causes the pressure t o b u i l d up, 

and I'm speaking of — i s there something on the surface 

t h a t — t h a t i s done t h a t causes the pressure t o b u i l d up? 

A The valves have been closed a t the sur

face . 

Q Okay, now who closes the valve? 

A That's done by the operator. I t would be 

i n t h i s case Mesa Petroleum personnel. 

Q Okay, now I be l i e v e t h a t you e a r l i e r 

s t a t e d t h a t the w e l l s were s h u t - i n by El Paso, but t h a t ' s 

not a c t u a l l y what you meant then. 

A That's r i g h t . The orders are o r i g i n a t e d 

from El Paso. The phys i c a l work i s done by Mesa. 

Q Okay. 

MR. JAMES: I believe t h a t ' s 

a l l I have. 

MR. STAMETS: Any other ques

t i o n s of t h i s witness? 

MR. STOGNER: Mr. Stamets, i f I 

might. 

Michael E. Stogner, A l t e r n a t e 

Examiner f o r today. 
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QUESTIONS BY MR. STOGNER: 

Q Mr. Hale, are you f a m i l i a r i f Northwest 

P i p e l i n e i s purchasing any gas from a w e l l t h a t has pre

v i o u s l y been determined t o be a 108 enhanced recovery deter

mination, e i t h e r from the State of New Mexico on State or 

fee lands, or from the United States Bureau of Land Manage

ment on Federal lands i n the San Juan Basin? 

A I do not know. 

Q To c l a r i f y a matter, i f I might, you said 

t h a t an i n t e r m i t t e r i s a normal procedure? 

A I n the Dakota r e s e r v o i r i n the San Juan 

i t ' s a very normal type of t h i n g t o have an i n t e r m i t t e r on a 

wel 1. 

Q Might we go on t o say t h a t a normal pro

cedure should not be c l a s s i f i e d as an enhanced recovery 

technique? 

A That would be my op i n i o n , t h a t i t ' s a 

normal operating p r a c t i c e and not an enhanced recovery prac

t i c e . 

Q I n the San Juan Basin i n the Basin Dakota 

Pool i s i t normal t o f r a c t u r e the formation before producing 

i t ? 

A I t i s . 

MR. STOGNER: No f u r t h e r ques

t i o n s , Mr. Stamets. 

MR. STAMETS: I perhaps would 
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p o i n t out f o r the record t h a t the FERC r e g u l a t i o n s don't ne

c e s s a r i l y f a l l under the category of normal. 

I f there are no f u r t h e r ques

t i o n s , the witness may be excused. 

Mr. Jensen? 

MR. JENSEN: Mr. Examiner, my 

name i s Tom Jensen and I'm an a t t o r n e y f o r El Paso Natural 

Gas Company. 

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

i n the No. 33 Well and as such i s i n t e r e s t e d t o t h a t e x t e n t . 

We are a l s o , however, i n t e r 

ested t o the extent t h a t we are a major purchaser of gas i n 

the San Juan Basin, where there are a good number of s t r i p 

per w e l l s , and i t ' s our — i t ' s our concern t o have s t r i p p e r 

w e l l r e g u l a t i o n s p r o p e r l y implemented and we, of course, are 

f u l l y c o n f i d e n t t h a t t h i s Commission w i l l do so i n t h i s par

t i c u l a r case. 

We're going t o present one w i t 

ness, Mr. Kendrick, and I w i l l j u s t proceed now w i t h him. 

H. L. KENDRICK, 

being c a l l e d as a witness and being duly sworn upon h i s 

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

DIRECT EXAMINATION 

BY MR. JENSEN: 

Q Mr. Kendrick, would you please s t a t e your 
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f u l l name f o r the record? 

MR. JAMES: Mr. Stamets, i f I 

might i n advance, since i t appears t h a t El Paso intends t o 

present testimony w i t h regard t o both cases, I would ask 

t h a t t h e i r testimony be l i m i t e d t o Case 8183, the w e l l i n 

which they have a working i n t e r e s t , and t h a t t h e i r testimony 

not be made a p a r t of the record i n Case 8182, since they 

have — they lack standing i n t h a t case and they have no 

s i g n i f i c a n t i n t e r e s t which would allow them t o intervene i n 

t h a t case. 

MR. JENSEN: Well, I disagree, 

of course, and t h i n k there i s an i n t e r e s t i n the case t o the 

extent t h a t as I s t a t e d , we're — we're a purchaser of gas 

from s t r i p p e r w e l l s a l l over the Basin and elsewhere, and 

the question i s one of law here t h a t we are concerned w i t h , 

and t o an extent i t applies t o the Case Number 8182 f o r the 

34 Well and i t also applies t o Case Number 8183 i n which we 

have an a c t u a l working i n t e r e s t . 

MR. STAMETS: Mr. Jensen, El 

Paso does purchase gas i n the San Juan Basin, does i t not? 

MR. JENSEN: Yes, s i r . 

MR. STAMETS: Would you consid

er these cases precedent s e t t i n g cases? 

MR. JENSEN: Yes, s i r , I would. 

MR. STAMETS: And El Paso would 

be a f f e c t e d by the outcome of these cases regardless i f you 

had an i n t e r e s t i n the wells? 
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MR. JENSEN: That's q u i t e cor

r e c t . 

MR. STAMETS: And El Paso's 

p i p e l i n e i s connected t o both of these wells? 

MR. JENSEN: That's c o r r e c t . 

MR. STAMETS: I w i l l o v e r r u l e 

the o b j e c t i o n and allow the p a r t i c i p a t i o n of El Paso i n both 

cases. 

MR. JENSEN: Thank you. 

Q Mr. Kendrick, would you please s t a t e your 

f u l l name f o r the record? 

A I'm Harold L. Kendrick. 

Q Okay, and are you an employee of El Paso 

Natural Gas Company? 

A Yes, I am. 

Q I n what capacity? 

A I am a Conservation Engineer w i t h El Paso 

Natural Gas Company i n the Production Control Department. 

Q How long have you been so employed? 

A I've been w i t h El Paso Natural Gas Com

pany f o r over t h i r t y years. 

Q A l l r i g h t , and have you t e s t i f i e d before 

t h i s Commission before? 

A Yes, s i r , I have. 

MR. JENSEN: I would ask the 

Examiner's acceptance. 

MR. STAMETS: He i s considered 
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Q I j u s t have a few questions of Mr. Ken

d r i c k . F i r s t of a l l , i s i t c o r r e c t t h a t El Paso Natural Gas 

Company i s connected t o both the "AI" 33 and the "AJ" 3 4 

Wells? 

A Yes, s i r , i t i s . 

Q And does El Paso take a l l of the produc

t i o n from both w e l l s f o r i t s market? 

A We take the gas i n t o our system t o be 

used as needed. 

Q And t h a t ' s pursuant t o an exchange ar

rangement w i t h Northwest? 

A Yes, s i r , i t i s . 

Q Okay, and El Paso Natural Gas Company i s 

the — t e l l s Mesa when to t u r n w e l l s o f f and on, when to 

t u r n these two w e l l s on and o f f ? 

A Yes, s i r , i t does. 

Q And to your knowledge i s t h a t done w i t h 

any c o n s u l t a t i o n w i t h Mesa w i t h regard to -- w i t h regard t o 

t h e i r concerns f o r enhanced recovery of gas from these 

we 11s ? 

A No, s i r , the t u r n i n g on and o f f of w e l l s 

onto our system i s s o l e l y based upon our demand or our need 

f o r gas or lack of demand and not needing the gas a t any 

p a r t i c u l a r day or any time during a day. 

Q And so i t ' s not s e n s i t i v e at a l l f o r w e l l 

pressures and the enhancement of recovery from — from the 
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we11s ? 

A No, s i r . 

Q And one question regarding an — regard

ing the i n t e r m i t t e r s which we have heard testimony today 

t h a t are a t each of these w e l l s and p r e v i o u s l y were func

t i o n i n g . 

Is i t your opini o n t h a t — t h a t i f the 

we l l s were continuously producing but subject t o the opera

t i o n of an i n t e r m i t t e r , would your opinion be t h a t the pro

duction be gr e a t e r , the t o t a l p r oduction, t o t a l gas produced 

during the month from such a w e l l be greater or lesser than 

a w e l l t h a t i s being — than the w e l l ' s production pursuant 

to El Paso's a l t e r n a t e s h u t t i n g i n and t u r n i n g on due t o i t s 

market demand? 

And t h a t question might have been very 

d i f f i c u l t t o understand. Maybe I ' l l repeat i t . 

Okay. We — we know we've seen — we've 

got the testimony and the e x h i b i t s concerning what the ac

t u a l p roduction, t o t a l production was from the — from these 

two w e l l s during the past couple of years. 

During t h a t time we also understand from 

testimony t h a t the i n t e r m i t t e r s were not opera t i n g . The i n 

t e r m i t t e r s t h a t are connected on the w e l l s were not operat

i n g . 

Is i t your opini o n t h a t i f the w e l l s had 

been -- had not been subject t o market r e s t r i c t i o n s , i n 

other words, El Paso had not been requesting Mesa t o shut 
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the w e l l s i n because of lack of market, and the w e l l s were 

producing continuously but subject t o the operation of the 

i n t e r m i t t e r , would — would the t o t a l gas produced during 

the past couple of years have been greater or lesser than 

what was a c t u a l l y experienced? 

A We f i n d t h a t there are various c o n d i t i o n s 

among d i f f e r e n t w e l l s t h a t can i n f l u e n c e the production. I f 

yoi u have a w e l l t h a t w i l l not s u s t a i n production on a con

tinuous basis due t o l i q u i d loading w i t h i n the we l l b o r e , we 

have experienced very good c o n t r o l i n producing a w e l l by 

s h u t t i n g i t i n f o r short periods of time and producing i t 

i n t o the l i n e f o r short periods of time. 

This i s o f t e n done by the use of an i n 

t e r m i t t e r and we have labeled, our i n d u s t r y has labeled, 

someone has labeled t h i s as stopcock o p e r a t i o n , so t h a t the 

short s h u t - i n time of a w e l l w i l l allow the pressure to 

b u i l d up enough t h a t the immediate f l u s h when the w e l l i s 

turned on w i l l clean the wellbore of any accumulation and 

cause the w e l l t o produce at a higher r a t e f o r a short 

period of time. 

However, some w e l l s t h a t are producing at 

an adequate r a t e to continuously l i f t the l i q u i d s , any l i 

quid accumulation i n the we l l b o r e , can produce w i t h o u t hav

ing t o be shut i n at any time and i n those cases might pro

duce gas at a higher r a t e per day continuously. 

Each w e l l has i t s own q u a l i f i c a t i o n of 

whether or not i t can l i f t the l i q u i d s a t a p a r t i c u l a r time, 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

54 

and these w e l l s might q u a l i f y one way or the other way. 

Q Okay. Now as t o the No. 33 Well, have 

you i n the course of p r e p a r a t i o n f o r your testimony today 

examined the measurement charts and other production data 

from these wells? 

A I have. 

Q And as to t h a t w e l l , d i d — would — can 

you opine as t o the e f f e c t i v e n e s s of the i n t e r m i t t e r versus 

continuous production on t h a t w e l l ? 

A I n o t i c e d p r i o r t o the long term, i f you 

please t o c a l l i t t h a t , s h u t t i n g i n of the w e l l . The w e l l 

was operated w i t h an i n t e r m i t t e r , a c y c l i c type production, 

keeping the wellbore clean of l i q u i d s and having a very de

f i n i t e , good flow p a t t e r n throughout the month as i t was 

produced. 

A f t e r the w e l l was shut i n f o r a longer 

period of time, then the w e l l was opened back i n t o the l i n e 

and due t o the build-up t h a t had occurred around the w e l l 

bore and w i t h i n the wellbore during the s h u t - i n time, the 

w e l l was capable of producing a t a r a t e adequate t o l i f t the 

l i q u i d s from the wellbore and not causing the need f o r the 

i n t e r m i t t e r t o be used u n t i l the f l o w r a t e decreases enough 

t h a t at t h a t p o i n t then you put the i n t e r m i t t e r back i n ser

v i c e and keep the wellbore cleaned of l i q u i d s t h a t normally 

accumulate. 

MR. JENSEN: I don't have any 

more questions. 
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MR. STAMETS: Any questions of 

t h i s witness? 

MR. JAMES: I have j u s t a few. 

CROSS EXAMINATION 

BY MR. JAMES: 

Q I take i t t h a t you heard the testimony of 

Mr. Hale, I bel i e v e i t was, from Northwest. Do you also be

l i e v e t h a t i t can be d i s t i n g u i s h e d , the d e f i n i t i o n of r a t e 

of production versus the d e f i n i t i o n of r a t e of flow? 

A That t o me would be t o anybody's desire 

of terminology, t h a t there's a c e r t a i n amount of production 

you can get per day and a c e r t a i n amount you can get per 

month, and however you wish t o l a b e l i t . 

Q But they are r a t e s . A r a t e i s a — 

A Rate t o me has t o have a time element t o 

i t , yes, s i r . 

Q And so a r a t e would not have r e a l l y any

t h i n g t o do w i t h the u l t i m a t e recovery but r a t h e r the r a t e 

of t h a t recovery. 

A The r a t e would be the amount produced per 

u n i t of time, yes, s i r . 

Q Maybe you're aware of a — w e l l , we're 

not t a l k i n g about the temporary pressure, build-up r e g u l a 

t i o n s today, but r a t h e r the enhanced recovery r e g u l a t i o n s , 

but r e f e r r i n g t o temporary pressure build-up f o r a statement 

from the FERC, I would question i f you're aware of t h i s 
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quote: "Commenters also question whether a s t r i p p e r w e l l 

shut i n due t o market co n d i t i o n s w i l l q u a l i f y under the 

r u l e s e s t a b l i s h e d i n the i n t e r i m r u l e . 

The Commission recognizes t h a t w e l l s have 

been shut i n because of f a l l i n g market demand f o r gas and 

notes t h a t the reason f o r the s h u t - i n i s not a determining 

f a c t o r i n the j u r i s d i c t i o n a l agency's determination." 

Were you aware of t h a t ? 

A No, s i r , I was not aware of i t because I 

do not f o l l o w NGPA r u l e s and r e g u l a t i o n s , due t o the f a c t my 

dut i e s are elsewhere. 

Q Do you -- you s t a t e d t h a t the s h u t - i n i s 

the r e s u l t of El Paso Natural Gas's market demand. 

Nov/, i s n ' t i t t r u e t h a t El Paso Natural 

takes the gas t h a t i t gathers from Mesa as the opertor of 

these two we l l s and exchanges t h a t gas i n some s o r t of ex

change method w i t h Northwest? 

A Yes, s i r . 

Q So t h a t as a r e s u l t i t cannot be said 

t h a t these Mcfs are r e a l l y El Paso Natural Gas's? 

A We don't know whether molecularly these 

are colored blue and others are colored red i f we exchance 

volumes so t h a t we can balance out under our exchange agree

ment, yes, s i r . 

Q Well, i t ' s not a c t u a l l y El Paso Natural 

Gas's market t h a t r e s u l t s i n these w e l l s being — 

A Yes, i t i s El Paso's market. 
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Q -•- shut i n . 

A I n t h i s sense, t h a t today's operation 

cannot be accounted f o r i n the morning i n the business of 

na t u r a l gas. 

This month's operation may be accounted 

f o r a few months l a t e r down the l i n e . 

So what we're doing today i s p u t t i n g gas 

i n t o our p i p e l i n e t h a t we t h i n k we can l e t go out the other 

end l a t e r today or tomorrow. 

Q Now, when the val v e , the surface valve i s 

turned o f f f o r a set number of days each month, what happens 

i n the two p a r t i c u l a r w e l l s we're t a l k i n g about here today? 

A May I ask what do you mean "set number of 

days each month"? 

Q Whatever, however many days i t ' s shut i n 

f o r -- f o r the months we've been discussing back t o l a t e 

1982? What has happened once you shut t h a t w e l l i n , down 

hole? 

A What has happened downhole once the v/ell 

i s shut in? Normally when a w e l l i s shut i n the gas flow-

stops coming out of the w e l l and the wellbore being the 

lowest pressured zone of the r e s e r v o i r , gas w i l l f low from 

the higher pressured zone of the r e s e r v o i r t o the p o i n t of 

lower pressure. Therefore gas w i l l be replaced i n t o the 

wellbore and t o the area immediately surrounding the w e l l 

bore i n an e f f o r t , i f l e f t shut i n long enough, the reser

v o i r would equalize a l l the way across, the pressure at a 
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Q Now, when you f i r s t , when you t u r n t h i s 

w e l l back on, then, as opposed t o say j u s t the open flow , i s 

the — i s n ' t the r a t e of f l o w then increased? 

A The r a t e of flow could be higher when you 

t u r n i t on due t o the accumulation of gas w i t h i n the w e l l 

bore i t s e l f . 

Q Now, i f you -- i f you t u r n i t o f f again 

next month, then I assume t h a t the process repeats i t s e l f i n 

the we11. 

A Each time, my experience has been t h a t 

each time a w e l l i s shut i n , when i t i s turned on i t immed

i a t e l y produces a t the highest r a t e i t w i l l produce f o r the 

remainder of time the w e l l i s on, b a r r i n g other influences 

of l i q u i d accumulation or l i q u i d accumulation already occur

r i n g i n the wellbore and not being able t o l i f t i t at the 

time the w e l l i s f i r s t turned on. 

Q Would you say t h a t an operator would be 

able through the -- through r e g u l a t i n g the flow by manually 

t u r n i g n on and t u r n i n g o f f the v / e l l , t o increase the r a t e of 

recovery of production from t h a t v/ell? 

A There are two answers t o t h a t as I see 

i t . Some w e l l s , i f l e f t continuously producing w i l l produce 

more gas than i f they were i n t e r m i t t e n t l y shut i n and i n t e r 

m i t t e n t l y produced. 

Other w e l l s w i l l produce more gas being 

i n t e r m i t t e n t l y shut i n and produced than they would had they 
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Q Let me d i r e c t my question t o the two 

we l l s we're dealing w i t h here today and answer the same 

question. 

A I do not know enough about the amount of 

l i q u i d s produced from e i t h e r w e l l and the time of s h u t - i n 

and the time of production t o make t h a t judgment. 

Q I s i t p o s s i b l e , since you haven't done 

t h a t study, i s i t possible t h a t Mesa through studying the 

w e l l and experimenting w i t h the times of s h u t - i n and then 

t u r n i n g the w e l l back on, could increase the r a t e of produc

t i o n from these two wells? 

Is i t possible? 

A I'm going to say i t might be pos s i b l e . 

MR. JAMES: That's -- I don't 

have any questions. 

MR. STAMETS: Are there any 

other questions of t h i s witness? Ms. Duffin? 

CROSS EXAMINATION 

BY MS. DUFFIN: 

Q Mr. Kendrick, i s i t possible t h a t the 

operation of an i n t e r m i t t e r on a gas w e l l can be considered 

one f o r the normal maintenance of a well? 

A I t h i n k so. 

Q Is i t p o s s i b l e , t o your knowledge, are 

there i n t e r m i t t e r s on the w e l l s t h a t are the subject of t h i s 
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hearing? 

A I know from looking at the production 

chart of the No. "AI" 3 3 Well t h a t there has been used an 

i n t e r m i t t e r on t h a t w e l l . 

Q I s i t p o s s i b l e , i n your judgment t h a t the 

use of t h a t i n t e r m i t t e r could have been f o r normal mainte

nance of the well? 

A Very p o s s i b l y . 

Q Do you have knowledge of when the i n t e r 

m i t t e r may have been placed on the No. 3 3 Well i n your r e 

view of records? 

A No, ma'am, I do not know a date f o r t h a t . 

Q Okay. Mr. Kendrick, d i d you agree w i t h 

Mr. Hale's d e f i n i t i o n of a recognized enhanced recovery 

technique t o be one t h a t adds energy t o a r e s e r v o i r as a 

gen e r a l l y accepted d e f i n i t i o n ? 

A For me t o consider something enhanced, I 

would say t h a t you would have t o do something t h a t a c t u a l l y 

changed the r e s e r v o i r or changed the producing c h a r a c t e r i s 

t i c s of the w e l l i n such a manner t h a t t h i s i s a new func

t i o n , something new t h a t has occurred. 

In other words, when the w e l l was d r i l l e d 

and completed and was f r a c t u r e d , c e r t a i n l y before the v/ell 

was f r a c t u r e d i t had a producing c a p a b i l i t y of being very 

small. A f t e r the w e l l was f r a c t u r e d p o s s i b l y i t s production 

r a t e may be increased t e n f o l d or t w e n t y f o l d or hundredfold. 

This t o me i s enhanced recovery. Maybe 
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not the only type of enhanced recovery, but c e r t a i n l y t h a t 

would be one. 

Merely s h u t t i n g a w e l l i n and t u r n i n g i t 

on to me does not c o n s t i t u t e what I consider enhanced recov

ery . 

Q Does the a p p l i c a t i o n of f r a c t u r i n g t o a 

w e l l e n t a i l the a d d i t i o n of energy t o the r e s e r v o i r i n t o 

which the w e l l i s d r i l l e d ? 

A You have t o expend energy t o cause the 

f r a c t u r i n g t o occur, yes. 

Q Conduct the process? 

A Yes, ma'am. 

Q Does the operation of an i n t e r m i t t e r r e 

qui r e t h a t same kind of expenditure of energy once i t ' s i n 

s t a l l e d on a well? 

A No. 

Q Thank you. 

MS. DUFFIN: That's a l l I have. 

MR. STAMETS: Any other ques

t i o n s of t h i s witness? He may be excused. 

Excuse me, I'm sorr y . 

QUESTIONS BY MR. STOGNER: 

Q Mr. Stamets, i f I might. 

Mr. Kendrick, should an i n t e r m i t t e r be 

considered an enhanced recovery procedure? 

A I f I may change the word from enhanced 
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recovery t o a word a conservation p r a c t i c e , I would say t h a t 

the use of an i n t e r m i t t e r to help keep a wellbore f r e e of 

l i q u i d s would be a manner of conservation p r a c t i c e i n t h a t 

you can keep a w e l l producing f o r a longer period of i t s 

l i f e t i m e w i t h o u t adding any other a d d i t i o n a l equipment. 

Q Let me ask another question concerning an 

i n t e r m i t t e r . 

Should i t be considered a normal opera

t i o n ? 

A There were times i t seemed t h a t i n t e r m i t 

t e r s were normal operation and through the change of use of 

i n t e r m i t t e r s , which i n the e a r l y days they vented the gas t o 

the atmosphere t o clean the w e l l , i n changing t h a t t o a 

p o i n t where when you f i n d a w e l l w i l l not keep i t s e l f clean 

and place an i n t e r m i t t e r on the w e l l t o i n t e r m i t t e n t l y pro

duce i t i n t o the l i n e , I t h i n k you have be t t e r e d the produc

t i o n of your w e l l , merely because you're keeping i t clean, 

which may be a conservation p r a c t i c e to prevent premature 

abandonment, u l t i m a t e l y recovering more gas from the forma

t i o n . 

Q You said u l t i m a t e l y recovering more gas. 

Is your d e f i n i t i o n of enhanced recovery, could t h a t be con

sidered an operation producing more gas? 

A I b e l i e v e my d e f i n i t i o n of enhanced r e 

covery would be the f a c t t h a t you would recover the gas from 

t h a t v/ell i n a quicker amount of time. 

MR. STOGNER: No f u r t h e r ques-
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t i o n s , Mr. Stamets. 

MR. STAMETS: Any other ques

t i o n s of t h i s witness? He may be excused. 

I have a question f o r Mr. Hous

ton. Did you inten d t o put him back on the stand? 

MR. JAMES: I d i d not. 

MR. STAMETS: Okay, w e l l , l e t 

me j u s t ask him v/here he's a t then. 

Mr. Houston, why does Mesa want 

to produce these two w e l l s i n t h i s manner? 

MR. HOUSTON: Why i s Mesa w i l l 

i n g t o produce — 

MR. STAMETS: Why do they want 

to produce these w e l l s i n t h i s manner? 

MR. HOUSTON: You mean i n the 

manner w i t h o u t the i n t e r m i t t e r s ? 

MR. STAMETS: Yes, by s h u t t i n g 

them o f f and t u r n i n g them on, why do you want t o do that? 

MR. HOUSTON: Just t o maximize 

the amount of recovery t h a t we get. To recover a l l the gas 

volume t h a t we can. 

MR. STAMETS: To maximize the 

u l t i m a t e recovery? 

MR. HOUSTON: Yes, s i r . 

MR. STAMETS: So you believe 

t h a t the c u r r e n t production process w i l l cause more gas to 

be produced from these w e l l s . 
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MR. HOUSTON: I t h i n k i t could, 

yes, s i r . 

That may be argueable but I 

t h i n k i t could, yes, s i r . 

MR. STAMETS: I n what way? 

What r e s e r v o i r f u n c t i o n w i l l come i n t o play t h i s way? 

MR. HOUSTON: Well, i t would be 

ta k i n g us back t o the conservation and I t h i n k as I alluded 

t o i n my testimony, I t h i n k t h a t i f you have a lower r a t e , 

or maybe not r a t e , a lower p r i c e t h a t you are going t o have 

t o abide w i t h i f you r u l e against t h i s p a r t i c u l a r meeting, 

the w e l l w i l l become more marginal, almost t o the p o i n t of 

becoming uneconomic and i t might set i t s e l f up f o r a prema

t u r e plug and abandonment. 

MR. STAMETS: I f we j u s t leave 

p r i c e out of t h i s a l t o g e t h e r , and consider t h a t you are 

going t o get $25.00 an Mcf regardless of how you produce the 

w e l l , i f you put i n t e r m i t t e r s on the two wel l s or i f you 

produce them by s h u t t i n g them i n and opening them up, do you 

believe t h a t the u l t i m a t e recovery would be enhanced by 

e i t h e r one of those two processes? 

MR. HOUSTON: To a s l i g h t de

gree I t h i n k so, yes, s i r . 

MR. STAMETS: Which one? 

MR. HOUSTON: I t h i n k t h a t i t 

would be enhanced, both — both w e l l s . 

MR. STAMETS: Both, and i s one 
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b e t t e r than the other? 

MR. HOUSTON: S l i g h t l y b e t t e r . 

MR. STAMETS: Which one? 

MR. HOUSTON: The — the "AJ" 

34, I believe i s b e t t e r . 

MR. STAMETS: No, no, I'm sor

r y , which process, the i n t e r m i t t e r or the manually s h u t t i n g 

and opening the w e l l ? 

MR. HOUSTON: I would probably 

say the i n t e r m i t t e r . 

MR. STAMETS: Okay. Any other 

questions of Mr. Houston? 

MR. STOGNER: Mr. Stamets, i f I 

might, I would l i k e t o d i r e c t a couple of questions t o Mr. 

Houston, and maybe also a couple of d i r e c t i v e s . 

I n the o r i g i n a l NGPA Section 

108 enhanced recovery a p p l i c a t i o n I f i n d and d i d not f i n d 

any mention of an i n t e r m i t t e r on e i t h e r one of those w e l l s . 

Could you please supply t h i s 

D i v i s i o n — t h i s hearing today — t o the D i v i s i o n today 

something t e l l i n g us when the i n t e r m i t t e r was used, how ex

tensive i t was used, and when i t was taken o f f the l i n e , and 

i n p a r t i c u l a r the three months t h a t are r e l e v a n t t o the NGPA 

Section 108 enhanced recovery 90-day period? 

Could you — could Mesa please 

supply t h a t information? 

MR. HOUSTON: I'm so r r y , I can-
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not. I do not have t h a t i n f o r m a t i o n a v a i l a b l e . 

MR. STOGNER: Could you do i t 

today? 

Let me rephrase t h a t . Could 

you subsequent t o t h i s hearing provide t h a t information? 

MR. HOUSTON: I t h i n k t h a t we 

could, yes. 

MR. STOGNER: Thank you. 

MR. STAMETS: Any other ques

tion s ? He may be excused again. 

I presume t h a t there w i l l be 

some c l o s i n g arguments. What I would l i k e t o have i n t h i s 

case i s proposed order from each of the p a r t i c i p a n t s and I 

would also l i k e t o see some w r i t t e n arguments as t o why 

s h u t t i n g i n of we l l s and opening them manually should or 

should not be considered an enhanced recovery technique un

der the FERC r e g u l a t i o n s . 

Mr. James, you've already sub

mi t t e d one and i f you're happy and s a t i s f i e d w i t h t h a t , 

t h a t ' s good enough. 

I don't t h i n k there's any r e a l 

rush i n g e t t i n g those i n ; a couple of weeks w i l l be f i n e . 

I t h i n k I've got three days i n the o f f i c e between now and 

July the 6th, so i t ' s not going t o be a l o t of rush. 

Does anyone have a c l o s i n g 

statement t h a t they would l i k e t o make? 

A l l r i g h t , w e ' l l s t a r t w i t h El 
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Paso f i r s t and work our way toward the a p p l i c a n t . 

MR. JENSEN: F i r s t of a l l , we 

would l i k e t o assert t h a t we don't have any o b j e c t i o n t o 

Mesa's r e c e i v i n g a s t r i p p e r w e l l p r i c e when t h a t i s a p p l i c 

able and so i t ' s not a matter of El Paso t r y i n g to deny Mesa 

i t s r e t r o a c t i v e d o l l a r s t h a t i t has at jeopardy here, but 

i t ' s a question of whether t h i s p a r t i c u l a r a c t i o n i s en

hanced recovery technique and w i t h regard t o t h a t , and I 

guess we w i l l i l l u m i n a t e i t more i n w r i t t e n arguments, cer

t a i n l y the u l t i m a t e s h u t t i n g i n and t u r n i n g o f f -- or shut

t i n g i n and t u r n i n g on of a w e l l could be considered an en

hanced recovery technique t o the extent an i n t e r m i t t e r i s 

considered an enhanced recovery technique. 

I f the one i s , then the other 

c e r t a i n l y could be, but i n t h i s p a r t i c u l a r case i t was not 

done by Mesa because of t h e i r d e s i r e t o enhance recovery, 

but was done because El Paso t o l d them t o shut the w e l l i n , 

and i n f a c t they at t h a t p o i n t , when t h e i r i n t e r m i t t e r s were 

no longer used, when they began t u r n i n g on and o f f the w e l l 

because of El Paso's request. 

The only other p o i n t t h a t I'd 

have t o make i s t h a t Mesa d i d have a v a i l a b l e t o i t the 

method by which t o continue t o q u a l i f y t h i s w e l l as a 

s t r i p p e r w e l l , and t h a t was the temporary pressure build-up 

r e g u l a t i o n and i t chose not t o f o r reasons unknown t o El 

Paso. 

But c e r t a i n l y t h a t was the i n -
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t e n t of the FERC i n promulgating those r e g u l a t i o n s where the 

p i p e l i n e shuts i n the — a producer v o l u n t a r i l y - i n v o l u n t a r y 

producer standpoint because of pressure build-up the Commis

sion promulgated the r e g u l a t i o n s t o permit them t o continue 

to receive t h e i r s t r i p p e r p r i c e f o r the f l u s h production 

t h a t r e s u l t s . And I t h i n k t h a t i s what we see w i t h the 

ninety-day period a t issue here, i s simply a matter of f l u s h 

p r oduction. 

MS. DUFFIN: Northwest urges 

the Commission t o deny the ap p l i c a n t ' s request i n Cases 8182 

and 8183 f o r a t l e a s t three reasons, and I hope we've i d e n t 

i f i e d them today. 

F i r s t of a l l , the r e g u l a t i o n s 

c l e a r l y r e q u i r e the producer t o perform or i n s t a l l the tech

nique or process t h a t i s used. 

I n t h i s case the producer, 

Mesa, has merely followed d i r e c t i o n s from the p i p e l i n e , El 

Paso, has engaged i n no c r e a t i v e thought or a c t i v i t y of i t s 

own w i t h respect t o the issue, and simply on a t e c h n i c a l 

reading of the r e g u l a t i o n s we would submit t h a t t h i s process 

of p i p e l i n e s h u t - i n f o r no demand does not c o n s t i t u t e en

hanced recovery. 

Second, from Mr. Hale's review 

of records a v a i l a b l e t o Northwest P i p e l i n e , i t appears t h a t 

the process of s h u t - i n f o r no demand occurred at l e a s t as 

e a r l y as 1977. My reading of the r e g u l a t i o n s , Section 

274.206C, which addresses a producer attempting to get an 
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enhanced recovery d e s i g n a t i o n , i m p l i e s t o me t h a t you get 

your 108 designation and then the new enhanced recovery 

technique i s undertaken i n order t o q u a l i f y as such, and i t 

does not appear from the chronology of shut-ins having oc

curred long before the w e l l s were even designated as 108 

t h a t t h a t c r i t e r i a has been met. 

And t h i r d l y , as Mr. Hale t e s t i 

f i e d , what has occurred here i s t h a t the flo w r a t e from the 

wel l s has t e m p o r a r i l y increased but o v e r a l l production has 

not i n f a c t been enhanced, due t o the p i p e l i n e s h u t - i n f o r 

no demand t h a t has occurred here. 

Northwest submits t h a t no de

mand s h u t - i n time, i f deemed by the Commission t o be an en

hanced recovery technique, w i l l r e s u l t i n a massive upswing 

i n the number of f i l i n g s of t h i s nature before the Commis

sion . We submit t h a t i t w i l l u l t i m a t e l y increase the p r i c e 

of gas paid not only by p i p e l i n e companies l i k e Northwest, 

which purchases t h i s gas, but by the u l t i m a t e consumer, and 

f o r these reasons we would ask t h a t these a p p l i c a t i o n s be 

denied. 

Thank you. 

MR. JAMES: Well, the p i p e l i n e s 

obviously want us t o apply some s o r t of s o p h i s t i c a t i o n t o 

the term "technique". I t has t o be a s o p h i s t i c a t e d t e c h n i 

que process. 

I t ' s c l e a r t h a t something hap

pened here i n t h i s period of time t h a t increased the r a t e of 
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production from these two w e l l s . I mean we wouldn't be here 

today i f t h a t increase had not occurred. 

The FERC, i n cases and i n i t s 

enacting r e g u l a t i o n s and such over the years, has consis

t e n t l y s t a t e d a p o l i c y of encouraging increased production 

from s t r i p p e r w e l l s . You have t o keep i n mind when the NGPA 

was enacted. The NGPA has not been changed. 

You have t o keep i n mind when 

the regs were enacted i n 1981 and look a t and read those 

regs and t h a t s t a t u t e i n t h a t l i g h t . The Congress said t h a t 

the o b j e c t i v e of t h i s d e f i n i t i o n of enhanced recovery i s t o 

insure t h a t the producer does not have a b u i l t - i n i n c e n t i v e 

to l i m i t the production from a given w e l l t o an average of 

60 Mcf per day. 

The FERC, i n enacting t h e i r r e 

g u l a t i o n s and discussing techniques, s a i d , we bel i e v e i t i s 

cle a r from our d e f i n i t i o n t h a t any technique s h a l l q u a l i f y 

i f i t increases the r a t e of production from the w e l l . 

And we've heard a l o t of t e s t i 

mony about d i f f e r e n t i n t e r p r e t a t i o n s , as such, but we're 

bound by the NGPA and by the FERC r e g u l a t i o n s i n t h i s i n 

stance, and I would c e r t a i n l y appeal f o r a very t e c h n i c a l 

reading of those r e g u l a t i o n s and t h a t s t a t u t e because t h a t ' s 

p r e c i s e l y what i t takes here, and the r e s u l t of t h a t very 

t e c h n i c a l reading i s going t o recognize t h i s technique, t h i s 

method of manual r e g u l a t i o n of the flow of gas from these 

two w e l l s increases the r a t e of production from these two 
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we 11s. 

MR. STAMETS: I f there i s 

nothing f u r t h e r , then t h i s case w i l l be taken — 

MR. BUCKINGHAM: Mr. Examiner. 

MR. STAMETS: Yes, I'm so r r y , 

f e e l f r e e . I d e n t i f y y o u r s e l f and — 

MR. BUCKINGHAM: A l l e n 

Buckingham f o r the Bureau of Land Management, Albuquerque 

D i s t r i c t . 

Being a j u r i s d i c t i o n a l agency 

f o r an enormous number of s t r i p p e r w e l l s i n San Juan Basin 

area, we would look a t t h i s case and we have a keen i n t e r e s t 

i n both these cases, j u s t l i k e the State, and the BLM f u l l y 

supports the p o s i t i o n taken by Northwest P i p e l i n e 

Corporation and El Paso Natural Gas Company. 

Thank you. 

MR. STAMETS: Any other 

comments? 

I f there i s nothing f u r t h e r , 

the case w i l l be taken under advisement. 

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

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

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

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

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

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

Oil Conservation Division 
Examiner 


