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STATE OF NEW MEXICO 
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EXAMINER HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n of Doyle Hartman f o r CAS3 
reinstatement of cancelled under- 8360 
production, Lea County, New 
Mexico. 

BEFORE: G i l b e r t P. Quintana, Examiner 

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 
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MR. QUINTANA: We'll c a l l next 

Case 8360. 

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

Doyle Hartman f o r the reinstatement of cancelled 

underproduction, Lea County, New Mexico. 

The a p p l i c a n t has asked t h a t 

t h i s case be continued u n t i l October 17th. 

MR. QUINTANA: Case 8360 w i l l 

so be continued u n t i l October 17th, 1984. 

(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 . 

I do hereby cenif* -hat the foregoing fs 
a complele recor i of the proceedings in 
the Examiner hearing of Case Co. 
heard by me on O C T . ^ . 1 9 J 8 i t -

. y ^ Q d r 9 . QvU^WvExamlner 
Oil Conservation Division 
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STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

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

17 October 1984 

EXAMINER HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n of Doyle Hartman f o r CASE 
the reinstatement of cancelled 8361 
underproduction Lea County, New 
Mexico. 

BEFORE: G i l b e r t P. Quintana, Examiner 

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 t o the D i v i s i o n 
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For the A p p l i c a n t : 
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MR. QUINTANA: We'll c a l l next 

Case 8361. 

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

Doyle Hartman f o r the reinstatement of cancelled 

underproduction, Lea County, New Mexico. 

Applicant has also requested 

t h a t t h i s case be continued. 

MR. QUINTANA: Case 8361 w i l l 

be continued u n t i l October 31, 1984. 

(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 f o r e g o i n g T r a n s c r i p t o f Hearing be fo re the O i l Con­

s e r v a t i o n D i v i s i o n was r epor t ed by me; t h a t the sa id 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 r ecord o f the h e a r i n g , 

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

I do hereby cerfi';' the* t'-o hrsrc'.ng is 
a comole-e v-r^r-l of rv . ' . i r - .gs in 
the Examiner ;winngcf Cuse :a f$3lol » 
heard by me on OcX,. / 7 19 8*4- • 

•3^ . J i O i j J : pttJfcafeL Examiner 
Oil Conservation Division 



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 
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TRANSCRIPT OF HEARING 
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For the Appl i c a n t : 
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Number 8 361. 

Doyle Hartman f o r the 

underproduction, Lea County, 

t h a t t h i s case be continued. 

w i l l also be continued t o t 

f o r December 12, 1984. 

MR. STOGNER: C a l l next Case 

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

reinstatement of cancelled 

New Mexico. 

The a p p l i c a n t has requested 

MR. STOGNER: Case Number 8361 

e Commission Hearing scheduled 

(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 Con­

servation 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 of my a b i l i t y . 
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STATE OF NEW MEXICO 
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SANTA FE, NEW MEXICO 
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COMMISSION HEARING 

» i a. ... i . 1 \ U i 

A p p l i c a t i o n o i Doyle Hartman 
f o r tne reinstatement of can­
c e l l e d underproduction, Lea 
County, New Mexico. 

f n e 9 , 8360, 
8361, 8425 

rnard L. Stamets, Chairman 
ommissioner Ed Kelley 

TRANSCRIPT OF HEARING 

A ? P £' h F ? >1 C B S 
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>r tn= Aooiic a n t : W i l l i a m F. Carr 
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P. O. Box 2208 
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MR. STAMETS: We'll go back, 

then., and c a l l Case B359. 

Application of Doyle Hartman 

for the reinstatement of cancelled underproduction, Tea 

County, New Mexico. 

MR. CARR: May i t please the 

Commission, my name i s William F. Carr, with the law firm 

Campbell and Black, P. A., of Santa Fe, appearing on behalf 

of Mr. Hartman. 

At t h i s time we would request 

that t h i s case be consolidated for purposes of hearing with 

Cases 8360, 8361, and 8425. 

MR. STAMETS: We w i l l c a l l 

those additional cases. Each one has the same style os the 

f i r s t case called. 

Is there any objection to con­

solidation of these cases? 

They w i l l be consolidated, 

then, for purposes of testimony. 

You may proceed when ready. 

MR. CARR: May i t please the 

Commission, we have three witnesses who need to be sworn. 

MR. STAMETS: I'd like to have 

each witness stand and be sworn at t h i s time. 
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(Witnesses sworn.) 

MR. CARR: We f i r s t c a l ! K r . 

!• ermyr , 

LARRY NERMYR, 

bsing b i l l e d as a wi tness and being du ly sworn upon h i s 

ca t h , 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. CARR: 

C W i l l you state your f u l l name and place 

cf residence? 

A My name i s Larry Nermyr, and Midland, 

Texas i s my residence. 

0 Hr. Nerinyr, by whom are you employed and 

xn what capacity? 

A I'm employed by Doyle Hartman as an en­

gineer . 

Q Have you previously t e s t i f i e d before t h i s 

Commiss Lon or one of i t s examiners and had your credentials 

accepted and made a matter of record? 

A Yes, I have. 

And at that time you were q u a l i f i e d as an 

engineer? 

A Yes. 
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Q Would you summarize generally your duties 

with Mr. Hartman? 

A I look a f t e r the day to day operations of 

his o i l operations and also look a f t e r the d r i l l i n g and com­

ple t i n g of his wells, and do some regulatory work and admin­

i s t r a t i v e work i n the o f f i c e . 

Q And you're employed in-house by Mr. Hart­

man? 

P Yes. 

0 Are you fa m i l i a r with each of the wells 

which are the subject of today's hearing? 

A Yes, I am. 

Q Are you f a m i l i a r with the applications 

f i l e d in each of these cases for Mr. Hartman? 

A Yes, I am. 

MR. CARR: Are the witness' 

q u a l i f i c a t i o n s acceptable? 

MR. STAMETS: They are. 

Q Mr. Nermyr, would you b r i e f l y state what 

Mr. Hartman seeks with each of these applications? 

A Mr. Hartman requests reinstatement of 

cancelled allowable for certain wells i n Lea County, New 

Mexico. 

Q Are you aware as part of your job and 

part of your duties when wells operated by Mr. Hartman are, 

in f a c t , shut in? 

A Yes, I am. I take a d a i l y production re 
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p o r t from our f i t e l d foreman every morning and a t t h a t time 

they advise me of the status of a l l the we l l s i n the f i e l d , 

and j f •iortething happens where a large amount of them are 

shut i n or something dur i n g one day, h e ' l l also n o t i f y me 

Curing the nay, and we also have f i e l d people t h a t inspect 

the v»*» 11?, on a d a i l y basis to determine i f they're producing 

properly or shut i n , what t h e i r status i s . 

So we know on a d a i l y basis what each 

w e l l i a doing. 

C How long have you been employed by Kr. 

B a r t o n ? 

A For f i v e years. 

Q During t h i s period of time has ths-rs been 

any general trend i n the frequency of the s h u t t i n g i n of 

we3 i o p e r a t e d by Mr. Hartman? 

A Yes. P r i o r to May i n 1982 the we l l s were 

very seldom shut i n and a f t e r May, 1982, there's been q u i t e 

a b i t of s h u t - i n time because of the market f o r gas. 

Q Since '82 how would you describe the gen­

e r a l s i t u a t i o n concerning the days t h a t Mr. Hartman's had 

we l l s a c t u a l l y producing? 

A Well, since 1982 the shut-ins have been 

q u i t e s i g n i f i c a n t and at times they've been q u i t e severe. 

Q What c o n t r o l does Mr. Hartman have as 

cperator of these w e l l s over the a c t u a l s h u t t i n g i n of the 

welIs? 

A We f e e l we have very l i t t l e c o n t r o l over 
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the wells that are shut i n because Sl Paso determines which 

wells w i l l be shut i n and when t h e y ' l l be shut i n and when 

t h e y ' l l be turned back on again, and because of t h i s we feel 

we have very l i t t l e control over i t , 

Q I f you're displeased with an crder to 

shut i n a well what course of action i s available to Mr, 

Hartman as operator of the well? 

A We are generally contacted by the d i s ­

patcher when the wells are to be shut i n and he r e a l l y 

doesn't have any say on which wells are shut i n or how long 

they're shut i n . He j u s t t e l l s us that he operates o f f of a 

l i s t that he receives from t h e i r production people, and so 

in order to r e a l l y have any complaint we have to go to El 

Paso's supervisors, and we've done t h i s . Generally they've 

t o l d us that they feel that everything i s being shut i n and 

treated f a i r l y . 

Q As operator do you feel that you have any 

real control as to the overproduced or the underproduced 

status of any indivi d u a l well? 

A No, we don't, because we're t o l d when we 

can turn the wells on and produce them and when we can't, 

and because of t h i s sometimes i f a well i s getting way under 

produced and we can't turn i t on, we have no way of making 

up the production that i t should be making. 

And, also, i f a well i s being produced 

and i t ' s being overproduced we r e a l l y didn't feel that we 

could shut i t i n because i t might be shut i n by El Paso on 
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several days and be shut i n for a long period of time and 

then i t w i l l get underproduced, too. So we j u s t -- we had 

to produce the wells that were allowed to be produced. 

Q During your time with Mr. Hartman, has 

the shutting of gas wells been of major concern? 

A Yes. We've always made an e f f o r t to keep 

a l l our wells producing a l l the time. We feel that the 

shutting i n of wells for any length of time at a l l might re­

s u l t i n formation damage and reduce the amount of recover­

able reserves, and t h i s i s the reason that we have people 

that v i s i t the wells on a d a i l y basis, to be sure they're 

producing properly. 

And also any wells that are making f l u i d 

or anything, we put pumping units on them to keep them pump­

ing a l l the time to keep the f l u i d o f f the formation and 

keep the well producing good. 

And i f we have any problems, w e l l , we 

s t a r t correcting immediately i n order to minimize the time 

the well was down. 

Q Would you i d e n t i f y for the Commission the 

wells which are involved i n the hearing today? 

A We've determined that four leases have 

suffered more production loss than should be normal and 

that's the Late Thomas Lease with Wells 1, 2, and 3; the 

Shell State Lease with Wells 2 and 5; the Custer State 

Lease, Well No. 1; and the Maralo State Lease, Well No. 1. 

0 Would you look at the -- address the Mar-
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alo Lease and j u s t summarize the kinds of e f f o r t s that Mr, 

Hartman has made to keep the wells on that lease producing. 

A Okay. In November of 1983 when we were 

reviewing our production and shut-in status, and everything, 

we determined that we thought the Maralo Lease had been 

shut-in more than normal, and we made several telephone 

c a l l s about that time to El Paso Natural Gas to discuss our 

concern with t h i s well being shut-in more than what we f i g ­

ured i t should have been, and we r e a l l y don't feel that, we 

got the r e l i e f that we needed for the w e l l . 

0 Mr. Nermyr, has i t been Mr. lartntan' s 

policy to cooperate with the purchaser i n the shutting i n of 

gas wells? 

A Yes, I feel that Mr. Hartman's policy has 

always been to cooperate with El Paso i n the shutting in of 

we l i s . 

A l l the wells that covered by Group i and 

2, as outlined i n Joe Ramey's l e t t e r dated February 18, 

1983, these are shut i n by f i e l d people without consulting 

us. They j u s t shut them i n and then reported afterwards. 

And i f we're asked to shut i n wells i n 

Groups 3, 4, 5, or 6, they usually c a l l me and ask me about 

i t p r i o r to shutting them i n . 

Several times, i f we've thought that our 

wells were being shut i n when they shouldn't have been we've 

discussed i t with El Paso people but we've never refused to 

shut a well i n wht±n we have orders to do so. 
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Q Is i t f a i r to say that because of t h i s 

cooperation you have found these wells i n t h i s confronted 

with the problem that you have here today? 

A Yes. We feel that being asked to shut i n 

these wells that we've mentioned here has resulted i the 

loss of the production and we feel that that was the d i r e c t 

cause of i t . 

0 Why were these applications not brought 

before the Commission u n t i l t h i s time? 

A Well, we spent quite a b i t of t i -ne look­

ing at i t and i t took awhile for the s i t u a t i o n to develop 

and we gathered a l o t of information and put i t on Dur com­

puter so we could analyse i t properly, and t h i s a l l took 

time and j u s t took us t h i s long to get i t prepared and to 

decide what to do. 

Q Are you generally f a m i l i a r with the pro­

ration rules? 

A Yes. 

Q Is the production that we're t a l k i n g 

about here today production that could have been reinstated 

under Rule 16-A had a request or data been provided within 

f i f t e e n days? 

A Yes. We probably could have wrote a l e t ­

ter w i t h i n f i f t e e n days i f we'd have decided or we would 

have determined that i t should have been done and according 

to the rule we believe that i t probably would have been re­

instated at that time. 
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Q Durinq that f i f t e e n day period did you 

have the data necessary to come forward to the Commiasion? 

A We didn't have the data gathered and ana­

lyzed i n such a process that we could r e a l l y determine that 

t h i s i s what action we needed to take. 

Q Mr. Nertnyr, have you encountered previous 

problems with allowables for any of the wells which are the 

subject of t h i s hearing, and I'm t a l k i n g here about problems 

that required correcting the assignment of an allowable? 

A Yes. We had a problem with the Late 

Thomas Lease, the Wells 1, 2, and 3. 

Wells 2 and 3 were d r i l l e d on th i s 320-

acre proration u n i t and at the time that thev were put on 

the proration u n i t was given an acreage factor of 160 acres 

rather than the 360 acres that's continued for several 

rr.onths and we wrote a l e t t e r to the O i l and Gas Commission 

and got t h i s straightened out and we got our allowble r e i n ­

stated at that time. 

MR. CARR: May i t please the 

Commission, the way the exhibits have been marked is there 

are three or four exhibits and they've been marked as separ­

ate exhibits i n each of the cases, and so for the next sev­

eral questions I'm simply going to refer to Exhibit One, 

which i s marked Exhibit One i n Case 8360. 

MR. STAMETS: We reed to 

straighten the exhibits out, B i l l . 

MR. CARR: Okay. 
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stack of 8425. 

been co l l a t e d , Dick. 

those out r i g h t now. 

a minute? 

that. 

14 

MR. STAMETS: I've got a whole 

MR. CARR: Okay, they haven't 

MR. STAMETS: Yeah. 

MR. CARR: Okay, we can sort 

Could we go o f f the record for 

MR. STAMETS: Yeah, l e t ' s do 

(Thereupon a b r i e f recess was taken.) 

MR. STAMETS: A l l r i g h t , we can 

go back on the record, Sally. 

Q Mr. Nermyr, would you refer tc what's 

been marked Exhibit Number One i n Case 8359? And what I'd 

l i k e you to do i s go across the columns that are depicted 

across the top of t h i s e x h i b i t and simply state what they 

are and i d e n t i f y the source of that — of the data. 

A Okay. In the f i r s t group there, the pro­

duction month is the month that t h i s production refers t o . 

Column two i s the graph monthi i t j u s t 

numbers the lines going down. 

Q And that's for the months as depicted on 

Exhibit Number Three i n each of these packets. 
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A Yes. 

Q Okay. 

A Column number three i s the monthly a l ­

lowable that was assigned that month f o r a nonmarginal well 

i n t h i s proration u n i t with an acreage factor of one. 

The next column i s the monthly allowable 

that would have been assigned to a well with the same ac­

reage factor as thee wells have. 

Q So in t h i s case the Maralo State No. 1 

would have an acreage factor of .5. 

A Yes. 

0 Okay. 

A The next figure i s the — 

MR. STAMETS: I'n scrry, I 

didn't understand that at a l l . We were t a l k i n g abcut the 

Late Thomas w e l l . 

MR. CARR: Well, I'm locking at 

Exhibit Number One i n Case 8360. 

MR. STAMETS: I thought we 

started with 8359. 

MR. CARR: Did I refer to 3360? 

THE REPORTER: Mo, 8359. 

MR. CARR: A l l r i g h t . 

A The monthly allowable has an acreage fac­

tor of 2 because the Late Thomas Lease has a 320-acre prora­

t i o n u n i t . 

HR. STAMETS: Are you j u s t 
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showinq the acreage factor of 1 as a reference point: or ia 

there some reason for showing that? 

A Yes, j u s t as a reference point for t h i s 

pool — 

MR. STAMETS: Okay. 

A — during t h i s month. 

Q Then the acreage factor of 2 as shown 

here i s for the Late Thomas wells and they have an acreage 

factor of 2 because they have twice the — 

A Yes. 

Q — standard or the 160-acre allowed ac­

reage . 

A That's r i g h t . 

Q A l l r i g h t . 

A The next column i s the actual monthly 

production from t h i s lease. 

The next --

Q And what i s the source of that .figure? 

A This figure comes from El Paso's, or the 

purchaser's statement that they send us every month of gas 

that they have purchased from the w e l l . 

Q A l l r i g h t . 

A Or from the lease. 

Q Then the next column? 

A The next column i s the weighted average 

of the days produced. 

0 Okay. 
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A The next column i s the monthly over/under 

production for t h i s lease. 

And the next column i s the cumulative 

over/under production for t h i s lease. 

Q Okay. 

A Now, these figures here are a l l figures 

that we have gathered for information, both from our f i e l d 

people as to the days produced and the rest of the figures 

are information that we have generated in-house. 

The next column i s the monthly allowable 

as given i n New Mexico's o i l and gas proration book that 

they issue every month, and the amount redistributed i s also 

from that f i g u r e . 

The next i s the monthly production as re­

ported i n t h e i r proration book, the monthly over and under, 

the cumulative over and under; the status that the well's 

being carried a t , whether i t ' s a marginal or nonmarginal 

we 11. 

And the l a s t column i s the difference be­

tween what we calculated i n our in-house figures and what 

the Oil and Gas Commission shows i n t h e i r proration book. 

Q Now, Mr. Nermyr, did you assist in tha 

compilation of t h i s data? 

A Yes, I did. 

0 And this is a correct representation ot 

the information that you have on — i n t h i s case, the wells 

from the Late Thomas Lease? 
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A Yes, i t i s . 

Q And you've done the same t h i n g f o r each 

of the leases which are the subject of hearing today? 

A Yes. 

Q Do you have anything f u r t h e r t o add t o 

your testimony? 

A No. 

MR. CARR: That's a i l I have of 

Mr. Nermyr, Mr. Stamets. 

CROSS EXAMINATION 

BY MR. STAMETS: 

Q Mr. Nermyr, looking a t the E x h i b i t One i n 

Case 835S, i t ' s on the Late Thomas, a t the monthly allow­

able, f i r s t we have the column t h a t you have c a l c u l a t e d and 

the second monthly allowable i s the one t h a t i s front the O i l 

Conservation D i v i s i o n p r o r a t i o n schedule, and there are d i f ­

f e r e n t numbers there u n t i l we get down t o August of 1982, 

and then they seem t o be -- w e l l , yeah — 

A This i s what — 

0 — I'm confused as t o what we're looking 

at here. The — i n your s i t u a t i o n you c a l c u l a t e d what the 

allowable would be i f i t had been c l a s s i f i e d as nonmarginal 

through t h a t e n t i r e p e r i o d . 

A Yes. 

0 A l l r i g h t . Now l e t ' s go back to the be­

ginning of t h i s t h i n g , back t o 1981. 
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I presume at that time then thesa wells 

must have been determined to have been marginal and that was 

the marginal allowable that they received? 

A The Late Thomas Well No. 1 was an old 

well and i t was marginal and i t had th i s 320-acre proration 

u n i t , and so i t was being c l a s s i f i e d as a marginal w e l l . 

Q Okay, I see that working, then, when we 

get i n t o the one, two, three, fourth l i n e down i n the OCC 

monthly allowable, because i f you trace that across — w e l l , 

actually the t h i r d l i n e down — because i f you trace that 

across and up, too, to the monthly production, you see that 

the montnly allowable i s the monthly production from two 

months ago. 

A Yes, that's correct. 

Q A l l r i g h t . Now i n 1981 you did not have 

nonmarginal production, i s that correct? 

A We didn't have nonmarginal production un­

t i l Wells No. 3 and No. 2 were put on l i n e and a f t e r they 

were put on l i n e our wells exceeded the marginal, so they 

were in a position where they could be c l a s s i f i e d as nonmar­

gi n a l . 

0 When was that? 

A The f i r s t well was put on i n October 23rd, 

which was Well No. 3. 

Q October 23 what year? 

A 1981. 

MR. CARR: Those are set out at 
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the top of the e x h i b i t , Mr. Stamets, i n the center, f i r s t — 

0 Okay. 

% And the Late Thomas No. 2 was pi;t on lin-i-

fovet!iber ? f i , 1901. 

:j Just, looking at the volumes of production 

which weft; reported, I don't see that the well appr itched a 

nonmarginal status, or the unit approached nonmarginal sta­

tus, u n t i l A p ril of 1982, looking at the monthly allowable 

which would be for that proration unit i n your lefthand c o l ­

umn. 1 see 25892. I see monthly production — w e l l , a l l 

r i g h t , again there's confusion. 

I don't understand why our production i n 

the rig'ithand column i s so much less than your production i n 

the lefthand column. 

Do you have an explanation for that? 

A Yes. This i s what I was t a l k i n j about 

wnen I mentioned that we had corrected some of these produc­

t i o n and allowables from the Late Thomas by w r i t i n g a l e t ­

t e r . This — we had confusion, both i n proration u n i t size 

and allowables, when we f i r s t got these Wells No. 2 and 3 

on, and i t took us a l i t t l e b i t there to get i t straightened 

out where everybody was showing the proration u n i t of 320 

acres. 

Q Well, do you know i f the production for 

a l l the Late Thomas wells was ever properly credited to that 

proration u n i t for the October '81 through March of '92 per­

iod? 
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ft I think at was. As far as we could t e l l 

i t was, yes. 

0 Go what we're looking at hero f,;r 

publ:. :ihed OCC status, that is what the s i t u a t i o n wa" et that 

t i r e , hat that s i t u a t i o n has been corrected. 

A Yes. 

0 Okay. Now, when we come down to the cum 

.'.nd^r/over. I can check that real quickly, I've got a eo~y 

of tho November, 19P4, gas proration schedule for southeast 

New Mexico. 

Looking at the Late Thomas, they show 

overage of 70.6-mi11 ion, more or less. Your figures, which 

cut o f f in October have SB-nil l i o n , so I would .JSSU'K that 

those figures must be reasonably close. 

* Yes. I f you notice the figure for 

Saotesrber is 70-mi 11 ion .6175. 

Q Nov, are you t e l l i n g me that this lease, 

Late Thomas 1, 2, and 3, should have been r e c l a s s i f i e d as 

nontnarqinal beginning i n October of 1981 and should have 

continued as nonmarginal through that e n t i r e period through 

October, 1984? 

A Yes, that's what we feel should have 

H $i « r\ 

0 And I would j u s t observe, looking cit the 

— at the production which i s reported from time tc time- on 

that lease, l i k e , for example, i n November and December of 

1932, there was production which was i n excess of ary of the 
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calculated non'pargina 1 allowables for that -— the entire 

period we're t a l k i n g about here. 

A Yes. 

0 And does that demonstrate that those 

wells were indeed capable of producing a nonmarginal allow­

able throughout that period? 

A Yes, that's what we feel i t indicates 

that they were and they were allowed to produce jus t about 

the f u l l months for those two (not cl e a r l y understood). 

0 As a matter of f a c t , there was a long 

period of time i n December of '83 through June of 1934 when 

there was substantial production from those -~ those wells, 

i n d i c a t i n g , I would assume, that that was not lu s t a pres­

sure build-up causing that extra production. 

A Yes. They were capable of producincr 

tnat, 

Q Now, we have the same exhibit i n each of 

the cases, i s that correct? 

A Yes. 

0 I'd l i k e to take j u s t a l i t t l e time to 

review those others. 

MR. CARR: That would be f i n e . 

*?r. Stamets, we w i l l c a l l Dan Nutter as a witness who w i l l 

review each of these exhibits with you i n d e t a i l . 

MR. STAMETS: Okay. 

MR. CARR: We also w i l l then 

c a l l Mr. Aycock, who w i l l present testimony on the a b i l i t y 
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of these >.*elis to produce over the pe r iod of tin'?: a?; ~ nor 

m&rginal w e l l , whether or not they were shut i n or n o t . 

MR. STAMETS: A l ] r i g h t , then 

won't, take any t i i r e r i g h t now. 

Any other quest ions of Mr. tter 

myr? 

He may be excused. 

KR. CARR: At t h i s time w- c * l 

Mr. Nutter. 

DANIEL S. NUTTER, 

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

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

BY MR. CARR: 

O 

of residence? 

A 

Fe, New Mexico, 

0 

A 

Q 

Hartman? 

A 

these cases. 

DIRECT EXAMINATION 

Would you s t a t e your f u l l name and olac 

My name i s Dan Nu t t e r . I l i v e i n Pant 

Mr. Nu t t e r , by i^hom are you employed'' 

I'm a Consulting Engineer. 

And you're employed i n t h i s case by ?-ir 

I've been r e t a i n e d by Mr. Hartman i 

Mr. N u t t e r , would you b r i e f l y summari? 
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your educational background and your work experience? 

A Yes. I have a Bachelor of Science i n 

petroleum engineering degree from the New Mexico School of 

Mines, now New Mexico I n s t i t u t e of Mining and Technology, nt 

Socorro, New Mexico; graduated there i n I 952. 

Subsequent t o t h a t time I was employed bv 

P h i l l i p s Petroleum Company u n t i l 1954, when I came to work 

f o r the New Mexico O i l Conservation Commission. 

I worked f o r the Commission from Septem­

ber 1, 1954, through December 31st, 1982, at which time l e f t 

the Commission and have subsequently been employed as a con­

s u l t i n g petroleum engineer. 

Q While w i t h the Commission d i d you have an 

op p o r t u n i t y to become f a m i l i a r w i t h the New Mexico system of 

p r o r a t i n g n a t u r a l gas? 

A Yes, s i r , I sure d i d . 

Q And what were your d u t i e s i n regnrd t o 

the p r o r a t i o n i n g system? 

A General supervision of gas p r o r a t i o n i n g . 

Q Are you f a m i l i a r w i t h each of the we Us 

whicn are the subject of today's hearing? 

A Yes, I am. 

Q And 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 i n these cases on behalf of Mr. Hartman? 

A Yes, I am. 

MR. CARR: Are the witness' 

qua 1i f i c a t i o n s acceptab1e? 



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 

MR. STAMETS: They are, 

C Mr. N u t t e r , would you b r i e f l y describe 

what Doyle Hartman i s seeking here today? 

A Yes. These cases inv o l v e four p r o r a t i o n 

u n i t s . They're a l l p r e s e n t l y c l a s s i f i e d as nonmarginal. 

Mr. Hartman i s seeking the continued 

c l a s s i f i c a t i o n of the four p r o r a t i o n u n i t s i n the Jalmat 

Pool es nonmarginal. 

He's also seeking the assignment of cer­

t a i n p r e v i o u s l y unproduced allowable t o these w e l l s . 

Q B a s i c a l l y why i s Mr. Hartman seeking the 

reinstatement of t h i s previous underage? 

A We be l i e v e t h a t a l l four of tbe u n i t s i n ­

volved i n the hearing today are not only pr o p e r l y c l a r i f i e d 

by the marginal — by the D i v i s i o n now as nonmarainal, but 

that they have been nonmarginal character a l l along, and 

t h a t the only reason f o r having been p r e v i o u s l y cl=ssrufied 

as marginal was because of excessive s h u t - i n time by th* 3 

p i p e l i n e , due to lack of market. 

Q W i l l your e x h i b i t s show tha t the — what 

the takes from the; w e l l s have been and how they got c l a s s i ­

f i e d as marginal? 

A Yes, they w i l l . I b e l i e v e t h a t we can 

show tha t each of these p r o r a t i o n u n i t s i s capable of pro­

ducing i n excess of nonmarginal allowables today, which i<? 

r e l a t i v e l y easy because of the depressed market, but al s o , 

they w i l l demonstrate t h i s same a b i l i t y t o produce i n excess 
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of nonmarginal allowables existed before the market deter­

iorated and before the allowables got so low, 

Q Mr. Nutter, with t h i s i n mind, I'd l i k e 

you now to refer to the e x h i b i t s , and I think w<?'ll take 

them out of the order the cases were advertised, and f i r s t 

I'm ask you to refer to Exhibit One i n Case 8361, which 

covers the Custer State Lease. 

A Okay, we've got Case Number 8 361 and the 

Custer State. 

The f i r s t e x h i b i t i s the spreadsheet-

which Mr. Nermyr was discussing with Mr. Stamets e few po­

rtents ago. 

we'll see that t h i s Custer State Well No. 

1 had i t ' s f i r s t delivery on December 27th, 1979. The well 

came on with an acreage factor of .5, having RO acres dedi­

cated to i t , and during i t s f i r s t months of production pro­

duced 8770 against a nonmarginal allowable of 6626. 

The subsequent production from the wel1 

was mostly i n excess of the allowable. You'll see that i t 

carries i n the — i n the column on the l e f t side of the 

spreadsheet, the assumed constant nonmarginal status, and 

also the monthly over/under production i n the published OCC 

status. 

You'll see that most of the month*? pro­

ductions are followed by a minus sign, meaning that the well 

overproduced an allowable. I t b u i l t up considerable .amount 

of overproduction. 
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There appears to be a difference in the 

cumulative overproduction at the top of the sheet. We show 

that the well had 2144 overproduction at the end of Feb­

ruary, while the Commission's records showed that i t was 

2588 underproduced. 

Now, these spreadsheets r i g h t here, the 

study started, as far as Hartman's computer is concerned, on 

this p a r t i c u l a r lease with February of 1980. So t h i s i s 

cumulative under or over production from February, 1980. 

I t ' s not the true over/under production as reflected by the 

Commission's records. 

The Commission shows that i n December of 

1979 and in January of 19 80 the well had accumulated 2588 

Mcf of underproduction, whereas since our study st a r t s with 

February of 1980, the well i s immediately overproduced. 

So y o u ' l l have approximately 45 to 4700 

feet of difference, cubic feet of difference. We're showing 

more overproduction than the Commission would show on t h i s 

p a r t i c u l a r w e l l , because i t s records go back a l i t t l e f u r ­

ther than ours do, and i t s records go back into an underpro­

duced time in the l i f e of the w e l l . 

So you've got that 4500 or 4700 cubic 

feet — Mcf difference a l l the way through. 

But vou'11 notice that the well was over­

producing i t s allowable through the e n t i r e f i r s t proration 

period beginning in A p r i l of 1980 through March of 1981. 

And for the second proration period, from 
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A p r i l of 'Q. 1 t c March of ' 82 , the w e l l was s t i l l mostly — 

the w e l l was underproduced. This was am e f f o r t by Pl Paso 

and Mr. Hartman t o work o f f the overproduced status of the 

w e l l . This was v o l u n t a r y and t h i s was p r i o r t o t i e time 

t h a t the market collapsed. 

So y o u ' l l see t h a t the overproduction un­

der the Commission's records went from — at March of 19PI 

i t had a -9704 overproduction, and by January of 19 32 they 

had worked the w e l l down to where i t had an underproduced 

status of 55. 

So they ware g e t t i n g the w e l l back i n t o 

balance. Mr. Hartman and Mr. El — Mr. Hartman and the Fl 

Paso p i p e l i n e were both working t o get these w e l l s y o u ' l l 

see t h i s i n a l l of these w e l l s as we go through trvs e x h i ­

b i t s . They were a l l i n an overproduced status i n that per­

iod of time and there was an e f f o r t t o b r i n g them back i n t o 

balance. 

By tne time they brought them back i n t o 

be lance and got them i n t o an underproduced s t a t e was when 

the market collapsed, and they — they had underproduction 

at t h a t time. 

So the collapsed market j u s t increased 

the problem as f a r as the underproduction was concerned. 

Now y o u ' l l see t h a t the w e l l had good 

producing days u n t i l the market d i d collapse and the 

about mid-1982 Lt had produced almost c o n s t a n t l y f o r tr?-

f u l l 30 or 31 days each month, u n t i l June of 1982. The pro-
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duction only dropped down to 20 days on l i n e . 

In July, 9 days; August, 24 days; and 

September, 19 days. 

Now that was the disaster that h i t the 

well because the average allowable for a nonmarginal well in 

July, August, and September, those months had an allowable 

of 5613, 5613, and 5432, for an average allowable of 5553, 

Now i f a well does not — i f the well's 

best month's production during a three month oeriod i s not 

equal to the average allowable for that three month period 

i t w i l l be c l a s s i f i e d as nonmarginal. 

Now the best month's production was 5̂ 9 9 

with 24 days on l i n e , but the average allowable for the same 

period was 5553, so the well was r e c l a s s i f i e d as a marginal 

we 11. 

That didn't occur u n t i l the November 

schedule but the November schedule i s based back to the Sep­

tember production, so i t i s r e c l a s s i f i e d e f f e c t i v e i n Sep­

tember with a zero status. 

Now, i t ' s a marginal well with 3 zero 

status and 12,529 Mcf of gas was lost on the allowable. 

Mr. Hartman's study on the l e f t side of 

tne spreadsheet shows that the well l o s t 7793. 

Now i f we take Mr. Hartman*s columns on 

the l e f t side and carry those forward, rather than tho zero 

status that the well enjoyed under the OCC's r e c l a s s i f i c a ­

t i o n as marginal, you'll see that the well accumulated un-
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30 

cieraqe up to the point where i t had 24,499 Mcf of underage 

ot the end of March of 1983. 

This followed a period i n which the 

producing days dropped i n January of '83 down to 7.9. 

February of '83 the well produced only 6 

days. 

I t had no production i n March. 

Ten days i n A p r i l . 

Thirteen i n May. 

Finally i n June of !83 i t got a pretty 

good month of 30 days. 

The following month i t was back down to 

only 14 days. 

So during chis period of time the 

underproduction increased. 

Then we had a period when the we 11 

produced pretty good but the allowables were so low that i t 

got some overproduction and that erased some of that 

underproduction; however, the well f i n a l l y got r e c l a s s i f i e d 

oack to a nonmarginal status. 

The well enjoyed the best month that i t 

ever had in i t s entire l i f e i n December of 1983, when i t 

produced 10,362 oarrels. Now a monthly allowable at that 

time was 5801 so we can see that the well could produce 

twice a normal allowable. This i s far i n excess of any 

a ilowables that the well had had even when allowables were 

good. 
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So wo see t h a t the well had not «?rov* ~ ny 

d e c l i n e . The w e l l i s s t i l l capable of producinq far' i n ex­

cess of a previous high allowable and c e r t a i n l y i n excess of 

the c u r r e n t low allowables. 

Well, as a r e s u l t of this: good production 

during the f i r s t p a r t of 1904, the w e l l was r e c l a s s i f i e d as 

nonmarginal but. i t came i n w i t h 2824 Mcf of over product i o n . 

We show under our c a l c u l a t i o n which, as I 

stated at the beginning, only commenced w i t h Febrnarv of 

1980 and missed the f i r s t two months of production h i s t o r y , 

we show tha t the w e l l had 3525 Mcf of overproduction, 

Whereas, since t h a t time the w e l l ' s been 

shut m f o r s i x months; hasn't produced a t h i n g , and we shew 

that i t has now 5C20 Mcf of underproduction but the Commis­

sion's records r e f l e c t t h a t i t ' s s t i l l 19,478 overproduced. 

Now, since J u l y of 1982 the w e l l has pro­

duced 427 days. Now t h a t against 854 days, calendar day:-;, 

during that period of time. So t h a t ' s e x a c t l y 50 percent of 

the time i s a l l t h a t the v/ell has been on the l i n e since 

July of 1982 when the market collapsed. 

But the production during t h a t oeriod of 

time was 123,192 Mcf against a nonmarginal al. lowable f o r 

t h a t same period of time of 124,000. So w h i l e i t produced 

only 50 percent of the time, i t has made 98.9 percent of tha 

allowable, even w i t h the shutins t h a t i t ' s experienced. 

So we b e l i e v e t h a t the w e l l i s d e f i n i t e 1 / 

a nonmarqinal w e l l . We would recommend to the Commf ssIon 
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'.hat the status be changed back to the t i n e when i t wa* r e ­

c l a s s i f i e d as a marginal, w e l l i n September of 1982, and a l ­

low t h a t underproduction to ca r r y forward. 

Q Now, Mr. N u t t e r , i s the i n f o r m a t i o n con­

tained on t h i s e x h i b i t displayed i n graphic form on subse­

quent e x h i b i t s ? 

>. Yes, i t i s . 

Q would you now go to E x h i b i t Number Two i n 

Case 8361 and e x p l a i n t o the Commission what t h i s e x h i b i t 

shows? 

ft Okay, E x h i b i t Two i s an i l l u s t r a t i o n of 

what I was t a l k i n g about on days on and days o f f the l i n e , 

Nov/ y o u ' l l see t h a t i n 1980 the v e i l was 

building, up overproduction d u r i n g the — up u n t i l the f i r s t 

red l i n e on the le f t h a n d side. 

Then commences the period of time i n 

which El Paso and Mr. Hartman were t r y i n g t o work o f f the 

overage, so the overproduction i s decreasing. 

Wel1, then the — the heavy black dashed 

l i n e t h a t goes through May of 1982 there, i t ' s j u s t to the 

l e f t of the arrow t h a t i s over the f r a c t i o n 155/304, t h a t 

heavy dashed l i n e t h a t ' s emphasized w i t h red shows the be­

ginning of the market i n t e r r u p t i o n s i n May of 3 982, and from 

t h a t p o i n t to the next red l i n e the w e l l was on the l i n e 155 

days out of 304 days, or 50.9 percent of the time i t was on 

the l i n e . 

During t h a t period there was a change i n 
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i t s status of over 2 2 - m i l i i o n cubic f e e t , increasing i,s LM: 

underproduction. 

The f o l l o w i n g period of cine i t vas cv» 

the l i n e 290 days out of 426 days, or 68.1 percent o l the 

time; however, at t h a t time i t b u i l t up overproduction 

again. 

We111 show i n another e x h i b i t i n a minute 

t h a t i t seems t h a t a f t e r the w e l l s got c l a s s i f i e d as margi­

nal w e l l s , t h a t was when some of t h e i r best producing months 

occurred, but there wasn't any underproduction to compensate 

l o r any over production, so they b u i l t up t h i s horrible-

overproduced status durign t h a t period of time. 

Now, the l a s t 153 days, as the l a s t seg­

ment of t h i s e x h i b i t , and i t shows i t was on zero day:; out 

o i 153. I t ' s zero percent on. This has been the order at 

the Commission, a c t u a l l y , because i t was s i x times over pro­

duced based on tne c u r r e n t low allowables, s i x time;, over 

those. 

Q Now, Mr. Nutter, the ze.ro l i n e t h a t runs 

across the page, now what does t h a t l i n e show? 

A That's zero s t a t u s . That's n e i t h e r over­

produced nor underproduced. 

Q Would t h a t correspond to the allowable? 

A No, t h a t ' s the — w e l l , the allowable has 

entered I n t o i t , but i t ' s a st a t u s t h a t r e f l e c t s a l l o w a b K 

and productior,. 

Q And so when the w e l l was c l a s s i f i e d raar-
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g i n a l the a c t u a l overproduction as p l o t t e d here would cor­

respond v/itn t h a t l i n e . 

A Okay, t h a t ' s — t h a t ' s where the — the 

c a l c u l a t e d over/under i s the dotted l i n e w i t h the l i t t l e 

black rectangles on i t , and y o u ' l l see t h a t i n September of 

1982, where the dotted l i n e w i t h the l i t t l e black rectangles 

h i t s the zero l i n e and stays on t h a t zero l i n t ; r i g h t across 

the c n a r t there. 

We'll have another e x h i b i t thac shows 

t h i s i n a minute, a l s o , a l i t t l e c l e a r e r than t h i s one, be­

cause t h i s has so much i n f o r m a t i o n on i t i t ' s hard t o see 

e x a c t l y what the status of the w e l l i s throughout. 

But t h a t ' s what happened. The w e l l got 

i n t o ct zero s t a t u s . I t was accumulating these "X's" t h a t 

are underneath the dotted l i n e but they d i d n ' t do any good 

when the l i n e went up over — when the production l i n e went 

up over the zero l i n e . That — the "X's" underneath the 

zero l i n e were of no a v a i l . 

Q Would you no*' — 

h Now there's attachments to t h i s t h a t show 

the days produced and the cumulative change i n each one of 

these periods t h a t ' s between the red l i n e s on thc f r o n t page 

of the e x h i b i t . 

For instance, the f i r s t attachment shows 

the period from 6-82 through 3-83. This i s what we have de­

moted as being the 155/304, and the computer added i t up. 

I t ca;ne out to 156 days w i t h the computer using f r a c t i o n s , 
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but during that period of time the well accumulated 77-,\Z* 

Mcf of underproduction during that period of time. 

The next attachment shows that the w»!1 

accumulated 36,801 Mcf of overproduction a l l the time t h ^ t 

i t was being c l a s s i f i e d as marginal. That's in the period 

when xt was on 290 out of 426 days, or 68.1 percent, but i t 

accumulated a l l that overproduction during that period of 

time. 

Now the next page shows what's h*opened 

in the most recent time. I t has accumulated 17,32? Mcf of 

underproduction to be charged against the overproduction, 

out i t ' s s t i l l i n bad shape because the f i r s t page, I mean 

the f i r s t e x h i b i t showed that-, as of the end of Octobe", 

3 3 34 , i t ' s s t i l l 19,478 Mcf overproduced, despite th-? fact 

i t ' s been shut i n for six months, six and a half wviths., 

rea 1 l y . 

Q Mr. Nutter, w i l l you now go tc ?,>:hibit 

Number Three in Case 8361 and review that for the Commis­

sion? 

A Okay. Exhibit Number Three is a computer 

plot of days produced, monthly allowable, and monthly pro­

duction for the Custer State No. 1. 

Now i f we go over to the l e f t side we'll 

see that for the f i r s t t h i r t e e n months the green line of 

production exceeds the red l i n e of allowable. 

Days produced are up at the top cind th'"' 

were pretty high. They were averaging 28 to 30 days v» mon^h 
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? ̂  

during t h a t period of t i n e . 

The next period of time the w e l l was pro­

ducing less than the allowable. This i s the period which we 

r e f e r r e d to as working o f f overproduction. 

Then the dashed l i n e , tho v e r t i c a l l i n e 

t h a t i s at month number 27, I b e l i e v e i t i s , yeah, t h a t 

would be l i n e number 28, t h a t i s May of 1982, and t h a t ' s 

when the market went to pot and the l i n e has j u s t be zigzag­

ging back and f o r t h ever since. 

The w e l l was r e c l a s s i f i e d a t month number 

32. I t was r e c l a s s i f i e d from nonmarginal t o marginal and 

during t h a t period of time production has exceeded the a l ­

lowable. How we're always r e f e r r i n g to nonmarginal allow­

able, not the w e l l ' s a l l o w a b l e , because the w e l l ' s allow-

able, of course, as a marginal w e l l would have been two 

months previous production. 

But the w e l l exceeded nonmarginal a l l o w -

ables some months. I t was less than nonmarginal allowables 

other months. But t h a t was the p e r i o d of time when mostly 

t h a t b i g amount of overproduction was b u i l t up. Th? a l l o w ­

ables are very low, too. Y o u ' l l note t h a t the red l i n e i s 

r i g h t down near the base l i n e of the graph, so i t wasn't 

hard t o exceed the allowables. 

Okay. Now, i f we go to month number 47, 

t h a t ' s the highest month, t h a t ' s the green l i n e , t h a t ' s the 

highest month. That's the best production the w e l l ever 

had. I t was 10,06 2 Mcf i n December of 1983. 
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The best month's allowabio was January of 

the following month, month number 48. That »:ili>wdble 

was 7542. 

So y o u ' l l see that even late in the l i f i i 

of the well the best production exceeds the best allowable 

i t ever had. So we know that the well i s a nonmarginal w-311 

basically. 

Now, days produced, over here to the far 

r i g h t of tha e x h i b i t , are down on the zero l i n e . As I men­

tioned before, i t has had no production for six months. Bo 

days produced atio production are r i g h t on the base line of 

the e x h i b i t . 

Q W i l l you now review Exhibit Number fm:r 

in Case 8361. 

A Okay. Exhibit Number Four is a thrse-

page e x h i b i t . 

The f i r s t page shows the status of t h ^ 

well under an assumed nonmarginal allowable from February of 

198 2 through today. 

We have a zero lin e running across. 

You'll see that the overproduction, which i s at the bottom 

part uf the e x h i b i t , being the minus figures, i t overpro­

duced through March of 198 2. 

At that time the well gets i n t o an under­

produced status, assuming nonmarginal allowables, and i t 

stays underproduced u n t i l January of 1984. 

Then i t reverses back into the overpro-
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duced status. 

So we've got t h i s overproduced s t a f f s he-

cause of no — because these allowables were low, We're as­

suming a nonmarginal allowable but the — the v/el 1 overpro­

duced a nonmarginal allowable. 

Mow the next e x h i b i t shows what's actual­

ly happened according to the Commission's records. 

This shows that the well started out with 

a s l i g h t l y overproduced — underproduced condition, cot 

10,000 overproduced in February of '81, and then startpo 

working o f f the overproduction and f i n a l l y got into an un­

derproduced status of about 12,000 i n mid-1982, at which 

time the well was r e c l a s s i f i e d as nonmarginal. I t ~o 

status then from September of 1982 u n t i l March of 198?, when 

i t vas r e c l a s s i f i e d and dropped way down here i n t o the over­

produced column. 

That underproduction that we mentioned on 

the f i r s t e x h i b i t was needed here. 

Now we consolidated those two graphs in 

the t h i r d page of t h i s e x h i b i t , and y o u ' l l see how — now, 

the difference between those lines i s that 4500 Kef that I 

referred to e a r l i e r , which the — i s the re s u l t of one study 

being two months l a t e , than s t a r t i n g i n the other study, and 

there i s a basic difference of 45 or 46 or 4700 Mcf d i f f e r ­

ence . 

But at any rate, i t shows that during the 

period that the well accrued the underproduction from Sep-



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 

teraber of 1982 u n t i l Karen of 1983, that i t had zero status. 

So now the overproduction doesn't have anything to be bal­

anced against and the well i s in bad shape as far as over­

production is concerned. 

Q Mr. Nutter, would you now move to the 

rtoxt set of e x h i b i t s , being those concerning the Shell State 

r-ve 11 . 

A Okay, Shell State i s Case Number 8425 and 

ve have Exhibit One here again to be considered f i r s t . 

Now t h i s i s a l i t t l e b i t d i f f e r e n t s i t u a ­

t i o n . The previous well was c l a s s i f i e d as a nonmarginal 

well from the date of f i r s t production. This was an old 

lease here that had an old well on i t and i t was c l a s s i f i e d 

as a marginal we l l , as a marginal proration u n i t , and when 

the well came on i t was capable of producing a nonmarginal 

allowable but because the u n i t was already c l a s s i f i e d as a 

marginal u n i t , the w e l l , the new well didn't get c l a s s i f i e d 

as a nonmarginal. The marginal status stayed with the well 

for a long period of time. 

Now yo u ' l l notice that the — we're going 

to be t a l k i n g here about the assumed nonmarginal allowable, 

not the monthly allowable that the Commission shows, because 

that's based on marginal production, that Commission allow­

able. 

But i f we compare production with assumed 

nonmamrginal allowables over on the l e f t side, we'll see 

that i n the f i r s t — from the date of f i r s t production down 
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through May of 1984, w e ' l l see t h a t we had May of 1932 waa 

overproduced. September and October of '82. Apri !, May, 

and June of 1983. J u l y , August, and September of •83. Ap­

r i i , May, and June of 1984. The w e l l overproduced an al l o w ­

able a t a l l points along there. 

So we have — we have months and months 

and months i n which the w e l l has overproduced an allowable, 

demonstrating t h a t i t i s a nonmarginal w e l l . I t produced i n 

excess of the average nonmarginal allowable from July I of 

1981 — J u l y of 1981 through June of 1982 when the allow­

ables were normal. 

I f we take t h a t period of time and aver­

age the allowables we f i n d t h a t the average allowable f o r 

th a t period from J u l y of '81 through June of '82 was 12,386. 

The production from the — tne well« was 

as high as 14 — from the two w e l l s on the u n i t , the produc­

t i o n was as high as 14,709 i n February of 1984. 

So we see t h a t the w e l l i s s t i l l at a 

l a t e date i n 1984 capable of f a r i n excess of the average 

allowable when allowables were good. 

Now, i n order t o a r r i v e a t t h a t allowable 

from J u l y of 1981 through June of 1982 I had t o go back to 

another one of the e x h i b i t s because, of course, t h i s one 

aoesn't s t a r t i n t h i s period of time. I t s t a r t s w i t h Feb­

ruary of '82 and only goes through June of '82. Put T went 

back to one of the other e x h i b i t s to c a l c u l a t e what t h a t 

average allowable would have been f o r the twelve month per-
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loci from J u l y of *31 through June of '82. 

But the w e l l has — was -- was r e c l a s s i ­

f i e d as a nonmarginal w e l l i n March of 1984. At tha* period 

i t had accrued 28,5 — i t had a status there of 28,^00 

25,855 overproduction. We show t h a t the w e l l had a. r e a l , 

true underproduced status from February of '82 through March 

of '84 of j.4 , 425 Mcf underproduced. 

HR. STAMETS: May I i n t e r r u p t , 

Mr. Nutter? 

The well was c l a s s i f i e d as mar-

gina 1. 

A The we l l was c l a s s i f i e d as merginai, 

never c a r r i e d a s t a t u s . 

MR. STAMETS: At the beginning 

of 1982 and j u s t l o o king a t the monthly production versus 

the nonmarginal all o w a b l e , I see one month t h a t i t produced 

more. Looks l i k e only one month i n t h a t period 1982 t h a t i t 

produced more than a nonmarginal al l o w a b l e . 

A No, no, Mr. Stamets, i t d i d n ' t . I t d i d 

i t several times. I f you look at February of 1982, i t over­

produced a nonmarginal allowable by 32 Mcf. Look at the 

column described monthly over/underproduction. You'll see a 

number of months tnere w i t h the minuses at the — 

HR. STAMETS: Well, I'm not ~-

I'm not — somehow I'm not seeing t h a t . 

A Okay. February — May of 19 82, the a l ­

lowable i s 11,219. 
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MR. STAMETS: Yeah. 

A Production i s 11,251. 

MP. STAMETS: Right. 

A So i t overproduced, 

MR. STAMETS: Right. 

A The next one, you come down to September 

of '82. Allowable i s 10,865, production 11,643, and over­

production of 778. 

October, i t produced 13,000 against 

i 1 ,000 f o r 1940 overproduction. 

MR. STAMETS: Whoops, wait a 

minute. Okay. 

A And then coming on down i n t o the next 

p r o r a t i o n period i t overproduced i n A p r i l , May, June, J u l y , 

August, and September. 

So the w e l l -- we car r y -~ we show t h a t 

the w e l l c a r r i e d underproduction and f i n a l l y got back i n t o 

an overproduced status f o r one month only i n September of 

1983. I t got 72 Mcf over. But, of course, the Commission 

was c a r r y i n g no status on i t . 

Well, now the Commission's c l a s s i f i c a t i o n 

i n May of 19 84 r e t r o a c t i v e t o March of 19 84, what the com­

puter does, i t adds up the allowable f o r the e n t i r e previous 

p r o r a t i o n p e r i o d . So i t would be adding up allowable from 

A p r i l of 1983 through March of 1984. I t would also be add­

ing up production f o r t h a t same period of time of A p r i l of 

'83 t o March of '84, and i t would charge the w e l l w i t h t h a t 
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amount of overproduction, and obviously, the well overpro­

duced during the f i r s t sxx months of that proration period 

quite substantially. I t lo s t c r e d i t for any underproduction 

i t had previously, and there were a number of moiths i n 

which i t was underproduced, even i n that proration period i t 

underproduced a number of months. 

I t gets no c r e d i t for any underproduc­

t i o n . I t only gets c r e d i t for overproduction when you make 

a calculation of overproduced status on a r e c l a s s i f i c a t i o n . 

So i t ended up with 25,855 Mcf of over­

production and even since the r e c l a s s i f i c a t i o n i n March of 

1934 tne well has undergone some period of time i n which i t 

hasn't had much production. A p r i l , May, and June were not 

too bad, ranging from 27 to 29 days on l i n e . 

July only had 11 days on l i n e . 

August, only 3 days. 

September, only 2 days. 

And October, 16 days. 

But s t i l l i t ' s only worked o f f 4000. No, 

i t ' s only worked o f f a l i t t l e over 1000 Mcf of overproduc­

t i o n , even with those poor months of production. So i t ' s 

s t i l l i n bad shape and i f allowables should get too low i t ' s 

i n danger of being completely shut i n . 

MR. STAMETS: Well, i s your tes 

ra t i o n unit should have been r e c l a s s i f i e d as nonmarginal 

when the Shell State No. 5 Well was completed i n --
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A Yes, s i r , because i t was a marginal w e l l . 

The No. 2 Well i s s t i l l a — i s a marginal well and i t 

doesn't make very much. 

So I believe that when the No. 5 was 

brought on l i n e , i t was capable of producing nonmaixinal a l ­

lowables. The proration unit should have been c l a s s i f i e d as 

nonmarginal, and I don't believe anything has r e a l l y hap­

pened to the well except experience bad pipeline days since 

then that would have changed i t s status from nonmarc ina1 to 

margina1. 

So I believe the well should have a com­

plete history from the time the No. 5 was completes January 

12tn, 1982, through today as a nonmarginal w e l l , with what­

ever status those figures would show, then, 

Q Do you nave anything further to present 

on Exhibit Number One in Case 84 25? 

A No, I don't believe so. 

Q Would you now go to Exhibit Number Two i n 

that case? 

A Okay. Exhibit Number Two i s the e x h i b i t 

that snows the percentage of time on and o f f . We see that-

over on the l e f t side i t had 100 percent producing time from 

February through May of 1982. That — i t enjoyed good days 

there, as were reflected by the previous e x h i b i t . 

Then from the collapse of the market in 

May of 1982 through March of 19S3 i t was on 207 out, of 304 

days, or 66 percent on. 



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 

45 

Now i t was accumulating underproduction, 

r e a l l y , at t h a t period of time, because the l i t t l e "X" l i n e 

xs below the zero l i n e . So i t was underproducing. But the 

black l i n e w i t h the l i t t l e black rectangles i s on the zero 

l i n e because i t ' s marginal, not accruing any underproduc­

t i o n . 

Now when i t got reclass ~~ then the next 

period of time i t was on 199 out of 244 days, 81 percent of 

the time and the underproduction was decreasing. I t got 

even i n September of 1983. That was the p o i n t where we 

showed t h a t i t had overproduction of 72 under our c a l c u l a ­

t i o n s , 72 Mcf, p r a c t i c a l l y a zero s t a t u s . 

Then we accumulated some niore underpro­

duction during the period of time, but the w e l l was, r e c l a s ­

s i f i e d then i n March of 1984 and immediately the overproduc­

t i o n , i t zooms up to the top of the c h a r t w i t h overproduc­

t i o n , because a l l the underproduction t h a t was on the l e f t -

hand side of the c h a r t below the zero l i n e i s n ' t c r e d i t e d t o 

the w e l l , so suddenly the p r o r a t i o n u n i t i s overproduced and 

has t o be shut i n . 

Now the attachments show what's happened 

during the subsequent periods of time. Shows that, during 

the f i r s t two periods i t accumulated 35,000 Mcf end then 

6000 Mcf, both of underproduction. 

During the l a s t p e riod i t shows t h a t i t ' s 

got a net change of 19,000 i n the overproduced column. 

Q w i l l you now review E x h i b i t Number Three 
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i n Case 8425? 

A Okay. E x h i b i t Number Three i s the c o l ­

ored computer p l o t again of a l l o w a b l e , days produced, and 

production. 

We d i v i d e t h i s up i n t o segments. We'll 

see t h a t f o r the f i r s t 14 months, from month one through 14, 

the w e l l was produced under the allowable more o f t e n than 

over the allowable. Producing days f l u c t u a t e d . They 

weren't as even and steady as they were on some of t i e other 

e x h i b i t s , but f o r the most p a r t the green l i n e i s under the 

red l i n e f o r t h a t f i r s t .14 month pe r i o d . 

Then the next s i x months the green l i n e 

i s c o n s i s t e n t l y over the red l i n e . This i s the period of 

overproduction. 

The market c o l l a p s e was i n May of 1982, 

which would be l i n e number f o u r . I t ' s the dashed l i n e over 

on the l e f t . 

So t h i s never had any steady period of 

production before the market c o l l a p s e d , t h a t we've r e f e r r e d 

to several times. I t ' s j u s t a zigzag p a t t e r n up and down 

cl e a r across; however, I would p o i n t out t h a t the best month 

production t h a t i t ever had was month number 25, and t h a t 

green dot there i s 14,709 Mcf, and t h a t represents the pro­

ducti o n during February of 1984. 

Now, the best allowable the p r o r a t i o n 

ever had was i n month number 24, when the allowable i n Jan­

uary of 1984 was 15,083. 
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So we see t h a t i t s best month production 

i s almost equal to the best allowable t h a t has ever oe^n as­

signed. The average production i s b e t t e r than the average 

allowable. 

So again I b e l i e v e we've got a nomarginal 

w e l l here and t h a t i t should have been c l a s s i f i e d nonmar­

g i n a l from the beginning u n t i l the present date. 

Q W i l l you now review E x h i b i t Number Four 

i n t h i s case? 

A Okay. E x h i b i t Number Four i s the same 

t h i n g we -- the f i r s t graph shows the cumulative over and 

under. Assuming a nonmarginal allowable we see t h a t the 

w e l l i s underproduced almost e n t i r e l y throughout the l i f e of 

the — the lease, except t h a t a f t e r the r e c l a s s i f i c a t i o n ~-

except t h a t i t does drop down i n t o the overproduced area of 

the e x h i b i t over on the righthand side during the mid-1984. 

Then i t ' s back up i n t o the underproduced side when we com­

pare production w i t h an assumed nonmarginal allowable. 

The next c h a r t i s very simple. I t shows 

i t had no status u n t i l the r e c l a s s i f i c a t i o n i n March of 1984 

and everything i s on the negative side thare. I t ' s a l l 

overproduced. 

Now a comparison of the two, you see t h a t 

i t ' s got t h i s monstrous amount of overproduction on the 

righthand s i d e , depicted by the c h a r t l i n e w i t h the pluses 

on i t . Now t h a t ' s a l l overproduction, w i t h no c r e d i t f o r 

a l l the previous underproduction when the dotted l i n e was 



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 

48 

above the zero l i n e . 

So a l l of the underproduction that the 

well has accumulated over i t s l i f e i s of no benefit to i t 

now that i t ' s c l a s s i f i e d nonmarginal and overproduced. 

Q So on that e x h i b i t when we see the r i s e 

in the dotted l i n e during 1983 there was no c r e d i t given for 

that underproduction that would o f f s e t the overproduced sta­

tus reflected i n 1984. 

A That's correct. This underproduction is 

never of any benefit to the well — 

Q And that — 

A — because i t carried zero status being 

c l a s s i f i e d as marginal. 

Q And that's the last page i n Exhibit num­

ber Four i n Case 8425. 

A That's correct. 

Q Okay. 

A That's the composite of the two type sys­

tems, the assumed allowable and the actual allowable. 

Q Would you now go to Case 8360, that's the 

case concerning the Maralo State Well, and refer to Exhibit 

Number One i n t h i s case and review the information on that 

e x h i b i t with the Commission? 

A Okay. Maralo State i s Case Number 8360. 

Again we have a well that f i r s t , o r i g i n a l l y came on as mar­

ginal but i t was corrected r i g h t away and r e c l a s s i f i e d as a 

nonmarginal well because i t was recognized early i n the l i f e 
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of the well that i t was not a marginal well but i t was a 

nonmarginal w e l l . 

Now, here again we have the case where 

the well was producing from early 1980 a l l the way through 

the proration period, the second proration period, which 

commenced in A p r i l of '80. Through the f i r s t ten months of 

that period i t was producing at almost maximum number of 

days. I t overproduced almost every month during that twelve 

month period. I think there were three months i n which 

there was underproduction. 

The well accumulated an overproduced sta­

tus, of course, according to the records that are shown 

here, as well as the records that are shown cn the Commis­

sion 's records. 

The Commission shows that i t reached i t s 

maximum overproduced status that i t ever had i n January of 

1981, at which point i t was 23,498 Mcf overproduced. 

Mr. Hartman and El Paso then started to 

work the well back into a balanced condition and the over­

produced status was gradually worked down where i t f i n a l l y 

crossed the l i n e from overproduction i n t o underproduction 

was i n November of 1981. So t h i s was before the collapse of 

the market. 

They decreased the production and the 

status as far as zhe Commission was concerned changed from a 

23,498 overproduced down to 900 — down to 294 Mcf of over­

production i n January of 19 82. 
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So the w e l l got back i n t o balance. Then 

i t s t a r t e d accruing underproduction. 

Underproduction increased on the w e l l un­

t i l i t was r e c l a s s i f i e d as nonmarginal — as marginal i n 

September of 1982. 

Here again we have those same months and 

those same allowables we r e f e r r e d t o i n an e a r l i e r one, 

where the allowable f o r the three month period of J u l y , Aug­

ust, and September, the average allowable f o r those three 

months was 5553 Mcf. 

The best month's production f o r the we 1i 

d uring t h a t period of time was 4806. I t d i d n ' t make the 

average allowable d u r i n g i t s best month, which i s only 7A 

days, so i t was r e c l a s s i f i e d as marginal. 

I t has 6234 Mcf of over — under -- of 

underproduction on the Commission's books and on t h i s 

spreadsheet, which commences i n February, i t shows t h a t i t 

had 9394 Mcf of underproduction. We're not t a k i n g i n t o con­

s i d e r a t i o n on our spreadsheet production during November, 

December, and January. 

Probably these charts should have been 

made to the date of f i r s t production i n a l l cases but they 

weren't. The study s t a r t e d w i t h February, except i n the 

case of the Late Thomas. I t does go back t o the beginning. 

But a t any r a t e , the w e l l was r e c l a s s i ­

f i e d as marginal. I t l o s t i t s underproduction. Then went 

i n t o the bad period of time i n which there was l i t t l e or no 
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producing days on some months and other months i n which i t 

overproduced. 

I t overproduced badly in August, Septem­

ber, October of 1983; also November of '83, December of '83, 

and January of '84. So i t was accumulating a bad status and 

when i t got r e c l a s s i f i e d , then, as a nonmarginal well i n 

March of 1984, i t had 16,974 Mcf of overproduction. 

Now we show that i f we had continued to 

consider the well as a marginal w e l l , at that time Lt would 

have had 16,658 Mcf of underproduction. I t would have j u s t 

been almost opposite to what the Commission's records show, 

because the Commission records, of course, didn't give any 

cr e d i t for the underproduced months but our records are a 

continuous flow of underproduction and overproduction bal­

ancing each other. 

As of October of 1984 the Commission's 

records show that the well i s 17,265 Mcf overproduced. 

Our balance sheet show that i t ' s 16,368 

Mcf underproduced. 

In the 12-2 8 months from July of 19 82 to 

the present the well has produced a t o t a l of only 3 65 days 

out of a t o t a l of 854 days. This represents 42.7 percent of 

the time. Even though — even so, i t has managed to produce 

113,000 Mcf against a hypothetical nonmarginal allowble of 

124,000 Mcf, or 91 percent of the allowble. 

So with 42 percent of the time on lin e 

i t ' s been able to produce 91 percent of the allowable. So 
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i t ' s obviously a nonmarginal w e l l , also. 

The best months that the well ever had 

were i n A p r i l of 1984, which was 14,491. Now that's not bad 

for a well whose production history goes a l l the way back to 

1979, that i t s best month's production i s one of i t s most 

recent months. 

So i t ' s obviously a good well and i t 

should be c l a s s i f i e d as nonmargina. I believe we should go 

back to the beginning of t h i s well and re c l a s s i f y i t nonmar­

ginal ; i f not, at least go back to the period of time when 

i t was r e c l a s s i f i e d as marginal i n September of 1982. 

0 Mr. Nutter, w i l l you now go to Exhibit 

Number Two i n Case 8360 and review that? 

A Again we have the depiction of the time 

frames in the well's producing hist o r y . 

We have the period of time from February 

of 1981 through March of 1982, where i t was working o f f 

overage. I t got overproduced and i t was working i t o f f . 

Then the market collapse comes along in 

May of 19 82 and from that point through September of 19 83 

the well i s on only 192 days out of 488 days, or 39.3 

percent; however, i n September of '82 i t was r e c l a s s i f i e d as 

nonmarginal as marginal, so the dashed l i n e with the 

black rectangles i s a horzontal l i n e on the zero l i n e . I t ' s 

horizontally zero? however, we show that the we11 was 

accruing underproduction because the l i n e with the l i t t l e 

"X's" on i t i s dropping down. 
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The period of recovery, we might say, 

whan allowables — or production started increasing, from 

September of '83 through Hay of 1984 the well was on the 

l i n e 83.4 percent of the time, being 227 out of 272 days, 

and also during that time i t got overproduced. I t didn't 

have any underproduction to counteract i t , so i t got into a 

badly overproduced status, the one we mentioned e a r l i e r 

which was 17,000 overproduced at the time of r e c l a s s i f i c a ­

t i o n . 

The backup sheets for these categories 

and these time frames are attached to Exhibit Number Two. 

0 W i l l you now review Exhibit Number Three 

in Case 8360? 

A 8360, Exhibit Number Two, the computer 

p l o t . 

Q Number Three. 

A number Three, the computer p l o t . We show 

thac — t h i s i s over on the l e f t side -- from month 1 

through month 13 i s the period of overproduction where the 

green l i n e i s higher than the red l i n e . Producing days are 

up at a maximum most of the time. 

The period from month 13 through month 29 

are the underproduced times, when the green lin e is general­

ly below the red l i n e . 

Then we go int o the market interr u p t i o n s , 

we have the zigzags again, but for 13 s t r a i g h t months, from 

month number 30 through month number 42 we had underproduc-
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t i o n , where tha green li n e i s less than the red l i n e . 

Then we go i n t o a period where the green 

line is greater than the red l i n e . 

The best month's production i s month num­

ber 51, A p r i l of 1984. The production was 14,491. I t ' s far 

i n excess of the average allowble for the l i f e of the w e l l , 

which has been 5390. I t ' s also better than the best allow­

able, which was month number 48, and was 754 2. 

Sc i t produced almost twice what a normal 

allowable would be and i t s best month of production was a l ­

most twice what the best month's allowable has been during 

the l i f e of this w e l l . 

0 W i l l you now review Exhibit Number Four 

in Case 9 360? 

A Exhibit Number Four i s the computer 

printout of the assumed normal allowable, cumulative Mcf of 

over or under under an assumed nonmarginal allowable without 

r e c l a s s i f i c a t i o n , or anything. 

I t shows that the well got into the over­

produced condition from the beginning of i t s l i f e ; that the 

— s t a r t i n g i n February or January of 1981 they started 

working the overproduction o f f and f i n a l l y got the well back 

into balance at about early 1982. 

Then the overproduced period started. 

The overproduction*-? as worked o f f back to a zero status at 

about May of 19 84. 

Then underproduction started accruing 
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again. 

I f we look at the next c h a r t , i t snows 

th a t the overproduction was accumulating t o the maximum i n 

January of 1S81. Then the overproduction was cut back. I t 

reached a zero status i n February of '82; got i n t o a s l i g h t ­

l y underproduced status f o r a few months; then got r e c l a s s i ­

f i e d as a non — as a marginal w e l l . 

Stayed marginal u n t i l i t was r e c l a s s i f i e d 

as nonmarginal w i t h a s u b s t a n t i a l amount of overproduction 

against i t . 

E x h i b i t Number Three i s the composite of 

the l i f e of the w e l l and i t shows t h a t the production and 

che assumed allowable l i n e s c o i n c i d e w i t h each other up t o 

the p o i n t where i t was r e c l a s s i f i e d . 

Then the underproduction increases i f you 

go under the assumed al l o w a b l e , but i t stays a t a zero s t a ­

tus i f you stay on the — w i t h the l i n e w i t h the l i t t l e plus 

[••arks on i t . 

So you're not g e t t i n g any c r e d i t f o r the 

underproduction. I t c a r r i e s a zero s t a t u s . Then when i t ' s 

r e c l a s s i f i e d nonmarginal i t ' s h i t w i t h a monstrous amount of 

overproduction. 

Q Now again on t h i s e x h i b i t , t h i s l a s t page 

of E x h i b i t Number Four, Mr. Nu t t e r , the overproduction, 

which i s shown i n 1984 by the l i n e t h a t has the "X's" un i t , 

i n your opinon would t h a t have occurred i f , i n f e e t , the 

wel1 had always been c l a s s i f i e d as a nonmarginal w e l l ? 
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A No, i f i t had been c l a s s i f i e d as a non-

nar g i n a i w e l l , the l i n e would have followed the other l i n e . 

Q And the w e l l would have received c r e d i t 

f o r the periods — 

A Well — 

Q — i n which i t was underproduced. 

A Yeah, i t would — i t would be — i t would 

have reached the zero s t a t u s . I t would have reached a zero 

status at about May of 1984 and i t would have been underpro­

duced now instead of overproduced. 

Q Right. Would you now go to F x h i b i t Num­

ber One i n Case 8359, r e l a t i n g t o the Late Thomas Lease? 

A Now the Late Thomas i s a compiler ted one 

that's where Mr. Nermyr and Mr. Stamets startec discus­

sing these allowables and these production f i g u r e s , and I 

have t r i e d every conceivable set of numbers to put together 

to t r y to resolve t h i s one myself, and I ' l l say a t the out­

set t h a t 1 t h i n k t h a t somebody needs t o s i t down w i t h Harold 

and w i t h the C - i l l ' s and the C-115's and go a l l the way back 

to the f i r s t production from these new w e l l s back i n October 

of 1981 and t r y to r e a l l y a r r i v e -- see i f t h i s c u r r e n t s t a ­

tus i s c o r r e c t , because y o u ' l l n o t i c e over here, Dick, t h a t 

they c a r r i e d tne production as marginal production f o r a 

cood long w h i l e , although the w e l l was probably a nonmar­

g i n a l w e l l . 

But the amount of production t h a t ' s being 

repo r t e d , and y o u ' l l see on the l e f t side f o r November of 
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U 4 l Hartman showed that, he produced 23,041 Mcf. 

El Paso's report apparently showed 

13,839, and that's what's i n the Commission records, unless 

i t was corrected. 

Now, the Commission didn't pick up a 

double allowable for the well for the 320-acre u n i t u n t i l 

August of 1982, almost a year a f t e r the f i r s t — a f t e r the 

new well was brought i n , because y o u ' l l see that the allow­

able under the Commission's record, i n July of 1982 is 

11,227. Now that's the allowble for 160-acre u n i t . 

The following month, i n August of '82, 

they doubled that allowable and gave i t 22,4554. So i t 

f i n a l l y got a 320-acre allowable, although the 320-etcre u n i t 

was approved by the Commission by Order Number R-6781, i t 

was a force pooling case, and that order was dated i n Sep­

tember of 1981. 

MR. STAMETS: Mr. Nutter, when 

did you r e t i r e ? 

A I don't know, maybe I was the one that-

heard t h i s case, but there was something — there was some­

thing that was d r a s t i c a l l y wrong somewhere in the records. 

Now the plats were f i l e d in October of 

1981. So I think the records were a l l s t r a i g h t but the pro­

duction reports don't j i b e and y o u ' l l notice, i f you come 

down to the current cumulative over/under column there on 

the righthand side, that i n May of 1981 the Commission's 

computer shows that the lease was 19,071 overproduced. 
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Kow they t r i e d to make a correction on i t 

and the next month i f showed i t was 79,000 underproduced. 

The next month i t ' s only 36,000 undnrpra-

daced and there's no way i t could have overproduced enough 

to change that f i g u r e . 

So I'd l i k e to j u s t s i t down and go 

through the whole record on t h i s thing. 

MR. STAMETS: I presume that i f 

your c l i e n t prevails i n t h i s case that you would do that. 

A I would most c e r t a i n l y be happy to work 

with Harold and t r y to get a status arrived i t and gat t h i s 

thing straightened out. 

Now, I l i k e I say, I've t r i e d ovary 

conceivable set of numbers and I've gone to the indiv i d u a l 

well production reports that were f i l e d by Hartman. I 

haven't gone to the El Paso I l l ' s , but, see, the proration 

schedule was kind of fouled up, too, for awhile, because i t 

showed the proration. I t showed the proration u n i t as a 320 

with one well on i t . Then i t showed another 160-acre u n i t 

with no well on i t and some production was missing someplace 

along the l i n e . 

Now they may have picked i t a l l up and 

got i t int o that 79,000 underproduction and then found out 

that that was too much underproduction and corrected i t back, 

to 3 6,500. I don't know. I t ' s j u s t one of those things. 

I t ' s kind of i n t r i g u i n g . 

But, at any rate, at any rate , the Wo. 2 
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Well, Mo. 3 Well, i t was tin o l d u n i t , been producing since 

1953, the Ho. 3 Well was brought on i n October of 1981. The 

No. 2 Well was brought on i n November. 

Now, on t h i s p a r t i c u l a r c h a r t we have 

gone back t o date of f i r s t p r o duction, and although these 

production f i g u r e s on your side of the ledger don't j i b e 

w i t h what we show on our side of the ledger, I believe t h a t 

ours are c o r r e c t as f a r as the u n i t i s concerned. 

And we show t h a t the f i r s t month the v/eli 

had underproduction of 18,287. Now the Commission d i d n ' t 

iJhow any status a t a l l , so — 

MR. STAMETS: Might I — .tight 

I i n t e r r u p t at t h i s p o i n t , Mr. Nut t e r . 

I see we have a re p r e s e n t a t i v e 

of £1 Paso Natural Gas Company here and j u s t f o r a p o i n t of 

inf o r m a t i o n I'd l i k e to ask him i f he — i f i t proves neces­

sary, would i t be possible f o r El Paso t o f u r n i s h us w i t h 

new production f i g u r e s on the Late Thomas p r o r a t i o n u n i t , i f 

v/e have t o go back to 1981? 

MR. KENDRICK: I f we can iden­

t i f y them by w e l l and i f they're a l l metered separately, we 

can. 

A I can give you the lease meter number and 

everything r i g h t now. 

MR. AYCOCK: They're a i l met­

ered separately. 173, i t ' s simultaneous d e d i c a t i o n . 

A Yeah, a i l metered separately. 
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MR. STAMETS: You mav proceed, 

A Okay. So our production records go back 

to f i r s t production on these wells. 

We show that the f i r s t month, i n October, 

that we had 18,207 — 87 Mcf of underproduction, whereas the 

Commission was j u s t carrying us with a zero status. 

By — by March of 1982 we had acquired 

23,049 Mcf of underproduction, according to our calcula­

tions, but when the Commission c l a s s i f i e d the well as non-

marginal they weren't recognizing some of that previous a l ­

lowable that should have been assigned to the 320-acre uni t 

•and they only gave i t 4196 Mcf of underproduction. 

Now, they, as I said, made an e f f o r t to 

.~;ake .v-.-me sort of correction and they changed that underpro­

duction to 79,000 in June of '82, but our calculation shows 

that tne well was only 25,000 underproduced, or the unit was 

only 25,00 0 underproduced. 

We were in a period where we've had most­

ly underproduction. There were a few months of overproduc­

t i o n , but i t was accumulating underproduction during that 

period of time. 

I t accumulated p r i o r to the end of the 

proration period, i t acquired 86,892 Mcf of underproduction, 

according to our record, but the Commission, when i t reclas­

s i f i e d the well as a marginal well in March of 1983, wiped 

out whatever underproduction i t had. They showed 68,419 the 

previous month to that. 
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So we l o s t a considerable amount of 

underproduction on the r e c l a s s i f i c a t i o n of the w e l l . 

Now the w e l l went through what I c a l l a 

generic r e c l a s s i f i c a t i o n . That was a f t e r those allowable 

hearings i n the summer of 1983. Yo u ' l l remember t h a t Joe 

r e c l a s s i f i e d q u i t e a group of w e l l s as nonmarginal and i t 

did experience a r e c l a s s i f i c a t i o n of nonmarginal i n August 

of '33, but then immediately again i t went back t o marginal 

status i n October of '83 and the underproduction/overproduc­

t i o n p i c t u r e never even changed. I t d i d n ' t even l a s t long 

enough t o get a status i n t h a t period of time. 

So w h i l e there i s a change from M to N 

oack to M i n cr.at period i n mid-1983, or the f a l l of '' • 3, 

there was no r e a l change i n s t a t u s . 

So when i t was r e c l a s s i f i e d again i n 

1934, March, i t went i n w i t h 44,000 of overproduction. I f 

experienced t h a t d i s a s t r o u s period of allowables when 

back i n January, February, and March of 198 3 when the pro­

ducing days dropped to 8, 4, and 8, r e s p e c t i v e l y , f o r Jan­

uary, February, and March. The average allowable would have 

been the average of 29,000, 26,000, and 18,000, but the best, 

month's production was only 9657. So i t was c l a s s i f i e d as a 

marginal w e l l , but i t was d e f i n i t e l y based because of no 

producing days, produced an average of 6.84 days per month 

during t h a t period of time. 

So producing days caused i t t o be c l a s s i ­

f i e d as marginal the f i r s t time, when i t l o s t the 68,000 
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Kef . 

Since i t got r e c l a s s i f i e d as nonmarginal 

i t came on, as I mentioned, w i t h 44,000 overproduced s t a t u s . 

I t ' s experienced some p r e t t y bad days, some bad months. 

August and September of 1984 i t had no production a t a l l . 

October i t only produced 5 days, but s t i l l , at the end of 

October the Commission records show t h a t i t ' s 58,000 over­

produced, and t h a t ' s a l o t of overproduction, e s p e c i a l l y i n 

view of the f a c t t h a t i t l o s t over 68,000 Mcf production. 

:4e f i g u r e t h a t the w e l l would have a s t a ­

tus of about 45,000 underproduced against the Commission's 

record of about 58,000 overproduction. 

0 And you * re t a l k i n g here about trie lease, 

not any of the i n d i v i d u a l w e l l s . 

A I'm t a l k i n g about the p r o r a t i o n u n i t , 

yeah. You can't look at the w e l l s here; you have t o look at 

the u n i t s t a t u s . 

You've got two good w e l l s and ones lousy 

w e l l on i t . 

Q Would you now r e f e r to — 

MR. STAMETS: Let's go o f f the 

record j u s t a short second. 

{Thereupon a discussion was had o f f the record,) 

A Okay, Hr. Stamets, E x h i b i t Number Two i n 

Carie R359 shows the days on and days o f f d u r i n g the periods 
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of adjustment and p r o r a t i o n i n g . 

The attached sheets show the accumulated 

status change during t h a t period of time. 

Q Would you now review E x h i b i t Number Three 

i n Case 8359? 

A E x h i b i t Number Three i n Case 835 9 i s the 

computer p l o t of the days on, the monthly allowable and 

monthly production, and w h i l e I've got l o t s of notes t o d i s ­

cuss here, I ' l l j u s t simply say t h a t i t shows t h a t the 

amount of producing days has f l u c t u a t e d widely. The amount 

of allowable has f l u c t u a t e d w i d e l y , and production has f l u c ­

tuated widely on the Late Thomas Lease. 

0 Mr. Nutter, would you now review Exhibit. 

Number Four i n Case 8 359? 

A E x h i b i t Number Four, the f i r s t page i s 

the assumed nonmarginal allowable s t a t u s . I t shows t h a t the 

w e l l ' s producing h i s t o r y has been underproduced almost en­

t i r e l y , w i t h one exception, a very b r i e f period i n which the' 

production dropped below the zero l i n e i n mid-1984. 

The next page shows the c o n d i t i o n s as de­

p i c t e d by the Commission, w i t h those wide v a r i a t i o n s i n un­

derproduction and overproductions t h a t we discussed, whan 

they were t r y i n g to make the adjustments back i n 1982. 

I t also shows t h a t when the w e l l was r e ­

c l a s s i f i e d i n Msrch of 1983 as marginal, t h a t i t had no s t a ­

tus and then i t came back on w i t h a h i g h l y overproduced s t a ­

tus i n March of 1984. 
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The t h i r d page of t h i s e x h i b i t shows the 

d i f f e r e n c e between what could have been and what nas beer, 

and what we're seeking t o have r e c t i f i e d . 

0 And, again, t h i s e x h i b i t shows, t h i s l a s t 

page of E x h i b i t Four shows the lease s u b s t a n t i a l l y overpro­

duced because i t d i d not receive c r e d i t f o r underproduction 

during 1982 and 1983. 

A No c r e d i t f o r a l l the underproduction 

t h a t had accrued. 

Q And t h i s c r e d i t was not given because the 

we i l was r e c l a s s i f i e d . 

A And had no a c t u a l s t a t u s . There was no­

t h i n g they could assign t o i t . That's what we're seeking 

now, r e t r o a c t i v e assignment. 

0 Mr. N u t t e r , i n your opin i o n are the w e l l s 

on the leases which we've been discussing today t r u l y non-

marginal wells? 

A Yes. I'd say t h a t i n my opini o n a l l four 

of the p r o r a t i o n u n i t s we've been discussing are nonmarginal 

i n character and have been nonmarginal since the date of 

f i r s t p roduction, date of recent production, because we had 

•wells t h a t were completed back i n '53. I mean during these 

Hartman years, commencing back i n *79, '80, and '81. 

They've been nonmarginal character ever since they were com­

pleted . 

There's been no decline has set i n on 

these u n i t s . Some of the best production has been i n recent 
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months, except, of course, for the wells that have bs-en com­

pletely shut i n during recent months. 

In my opinion the r e c l a s s i f i c a t i o n of the 

wells from nonmarginal to marginal was i n error and resulted 

only from decreased producing days, not lack of a b i l i t y of 

tho wells to produce. 

In some cases the wells accrued large 

amounts of overproduction early i n t h e i r l i v e s . Mr. Hartman 

and the pipeline worked d i l i g e n t l y to reduce the overproduc­

tio n and even achieved underproduced status. 

Then the market collapsed and the under­

production grew as a r e s u l t of c u r t a i l e d producing days. 

The. Commission's computer had no choice but to re c l a s s i f y 

the welis as marginal and cancel the underproduction. 

in the case of the Late Thomas the unit 

was o r i g i n a l l y c l a s s i f i e d marginal for unknown reasons, pro­

bably because i t ' s a multi-well u n i t , and the accounting of 

production took more than a half a year to straighten out. 

I'm not sure that i t ' s correct yet, but the unit i s defin­

i t e l y nonmarginal i n character and should be so c l a s s i f i e d 

from October 23rd, 1981, u n t i l now. 

The Shell State lease was also o r i g i n a l l y 

c l a s s i f i e d marginal. Again we have a multi-well u n i t that 

took some special e f f o r t to get straightened out i n the re­

cords, but i t should also have been nonmarginal since Jan­

uary the 12th of 1982. 

C What are your recommendations i n each of 
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these cases? 

A In a n u t s h e l l , I'd recommend t h a t the 

.following c l a s s i f i c a t i o n s should be made: 

Case 8361, the Custer State, o r i g i n a l l y 

c l a s s i f i e d nonmarginal, r e c l a s s i f i e d marginal, September 

'82; r e c l a s s i f i e d nonmarginal, March '84. 

This u n i t should be r e c l a s s i f i e d nonmar­

g i n a l back t o September '82 and the underproduction cancel­

led at t h a t time should be r e i n s t a t e d . 

I t ' s only had f i f t e e n days production 

during the l a s t month; zero days during the l a s t f i v e months 

of production. 

For the Shell State Lease, Case 8425. i t 

was p r e v i o u s l y c l a s s i f i e d as marginal because the o r i g i n a l 

w e l l on the u n i t was marginal and i t s t i l l i s ; however, the 

nev/ we l l was put on l i n e January the 12th, 1992, and way, 

and i s , a nonmarginal w e l l . 

This u n i t should be c l a s s i f i e d as nonmar­

g i n a l , e f f e c t i v e date of connection of the f i r s t — of t h a t 

new w e l l , e f f e c t i v e January 12th, 1982, and allowed to ac­

crue underproduction against overproduction from t h a t date 

to tne present. 

The Maralo State No. 1, Casa 8360. l t 

was o r i g i n a l l y c l a s s i f i e d nonmarginal w i t h f i r s t d e l i v e r y i n 

November of '79. 

I t stayed nonmarginal u n t i l September of 

'82 and then was r e c l a s s i f i e d marginal w i t h loss of under-
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product ion. 

Very d e f i n i t e l y a nonmarginal well and so 

c l a s s i f i e d i n March '84; however, the overproduction accrued 

during the time as a marginal w e l l , which was not compen­

sated for by previously cancelled underproduction, put the 

v e i l i n t e r r i b l e condition insofar as status i s concerned. 

I t should be r e c l a s s i f i e d nonmarginal ef­

fective September, 1982, and the underproduction reinstated. 

The Late Thomas Lease, Case 8359. I t ' s 

an old proration u n i t , since 1983. Two new wells were d r i l ­

led and put on the l i n e i n October and November, 1981. 

Very confusing records as to production 

and status from date of new wells. was o r i g i n a l l y c l a s s i ­

fied marginal, r e c l a s s i f i e d nonmarginal September, '82; re­

c l a s s i f i e d marginal Maren, 'S3, with huge loss of underpro­

duction? r e c l a s s i f i e d nonmarginal March, '84? is badly over­

produced and s t i l l carries 58,000 Mcf overproduction even 

though there's been p r a c t i c a l l y no production from the well 

curing the last three months, only f i v e days i n three 

months, with 2555 Mcf. 

I believe a thorough analysis of the pro­

duction history of t h i s u n i t from October, 1981, through the 

present should be made, and that a nonmarginal c l a s s i f i c a ­

t i o n e f f e c t i v e date of f i r s t delivery of the nev; well in Oc­

tober, 1981, should be effected. 

G Anything further? 

A Only to say that i n bringing these cases 
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we have no quarrel with the Commission or witn the pipeline, 

we believe that everyone was doing what he thought was r i g h t 

in t h i s and that the computer thought that i t was doing what 

i t — the computer was doing what i t thought was r i g h t . 

I would only hope that the Commission 

w i l l be inclined to speak with that computer and convince i t 

that these are good, nonmarginal wells and that i t .should 

t r e a t them that way and not as a bunch of Rodney Danger-

f i e l d s . 

That computer showed these welIs no re-

spec t . 

Q Mr. Nutter, i f t h i s application i s not 

granted, what w i l l oe the e f f e c t on the cor r e l a t i v e rights 

of Mr. Hartman? 

A f#e 11, i t ' s obvious that the walls have 

produced up and down. In every case that we've showed here 

today the status of the wells, i f you look at the whole l i f e 

of tne w e l l , i s underproduced, but the status of the we 11s 

as far as the Commission records i s concerned i s overpro­

duced, but that's because of cancelled underproduction, and 

I believe that these wells could have been kept c l a s s i f i e d 

as nonmarginal and the r e c l a s s i f i c a t i o n as marginal rescind­

ed i f action had been taken at that time, but as Mr. Nermyr 

explained, i t took time in order to analyze i t . 

Now the Commission rules say that you've 

got f i f t e e n days from the date of n o t i f i c a t i o n and I don't, 

know what the date of n o t i f i c a t i o n i s . I t ' s presumably when 



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 

the p r o r a t i o n schedule comes out. I s i t when you receive 

the p r o r a t i o n schedule? I s i t the date the p r o r a t i o n sche­

dule i s published? They received the p r o r a t i o n schedule: 

normally In the Midland O f f i c e , the Hartman Midland O f f i c e , 

the 13th t o the 15th, so i f i t ' s from the date of the prora­

t i o n schedule, being the f i r s t of the month, you don't have 

time to get a l e t t e r i n . 

I remember i n days gone by t h a t l e t t e r s 

would come i n sometimes l a t e r than f i f t e e n days and the r e ­

c l a s s i f i c a t i o n would be e f f e c t i v e . I don't know i f t h a t ' s 

done today or not,. 

Rut a t any r a t e , there's — the r u l e pro­

vides t h a t a d m i n i s t r a t i v e l y you can get t h i s r e c l a s s i f i c a ­

t i o n done i f you n o t i f y the Commission w i t h i n f i f t e e n days 

a f t e r being n o t i f i e d of the r e c l a s s i f i c a t i o n . 

There's no s p e c i f i c a t i o n as to when you 

have to b r i n g a hearing -- seek to have a Hearing on the 

matter. 

Q I t ' s only r e c e n t l y t h a t the magituoe of 

tne problem has been f u l l y understood. 

A And i t has r e a l l y come i n t o focus j u s t 

r e c e n t l y , and so i t seems l i k e the periods of time, even now 

wi t h t h i s depressed market, when y o u ' l l have months t h a t 

produce r e a l w e l l . Well, these are months when the al l o w ­

ables have been set low. I guess i t ' s unforeseen deroan th a t 

i s coming back, or something. I t j u s t comes and goes and 

i t ' s hard t o p r e d i c t , and so the p r o r a t i o n schedule doesn't 
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always r e f l e c t what the demand i s going to be t h a t f o l l o w i n g 

month, and so i f there's no cushion f o r tne w e l l s t o f a l l an 

and they're j u s t c l a s s i f i e d as marginal, they produce t h a t 

overproduction when the market comes back but there's no­

t h i n g to produce i t against. 

So you're i n bad snape when the day or 

reckoning comes on the r e c l a s s i f i c a i t c n back t o nonmarginal. 

I t ' s an i r o n i c t h i n g , the best, w e l l s have 

tc be shut i n because they're overproduced against no — no 

allow a b l e . 

Q W i l l Mr. Hartman's c o r r e l a t i v e r i g h t s he 

impaired i f each of these a p p l i c a t i o n s i s not granted? 

A I believe so, because l i k e I s t a r t e d to 

say a long time ago, the o v e r a l l produced s t a t u s , the over­

a l l balance status i s underproduction and i f he's forced to 

shut the we l l s i n f u r t h e r he's -- he's —- h i s underproduc­

t i o n i s i n c r e a s i n g , r e a l l y , as a t r u e s t a t u s , and he's l o s ­

ing allowable. 

Q That he otherwise should be e n t i t l e d t o . 

A That he otherwise should be e n t i t l e d t o 

produce. 

Q Do you b e l i e v e t h a t g r a n t i n g the a p p l i c a ­

t i o n w i l l impair the c o r r e l a t i v e r i g h t s of other i n t e r e s t 

owners i n the area? 

A No, I can't see how i t would, because 

i t ' s allowable t h a t the w e l l s have coming to then, and 

should be able t o produce. 
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Q Mr. Mutter, have you reviewed the e x h i ­

b i t s i n Cases 8361, 8425, 3360, and 8359? 

A Yes. I e i t h e r reviewed them or prepared 

them. Some of them I prepared. 

Q With the q u a l i f i c a t i o n s expressed during 

your testimony, do they a c c u r a t e l y p o r t r a y the status of 

tnese wells? 

A Yes, they do. 

MR. CARR: At t h i s t i n e , Mr. 

Stamets, we would o f f e r i n t o evidence Hartman E x h i b i t s One 

through Four i n each of Cases 8361, 8425, 8360, and 8359. 

MR. STAMETS: The e x h i b i t s w i l l 

o- admitted. 

MR. CARR: I have nothing f u r ­

ther o£ Mr. Nutter on d i r e c t . 

I reserve the r i g h t to r e c a l l 

aim f o r r e b u t t a l testimony. 

CROSS EXAMINATION 

BY MR. STAMETS: 

Q Mr. Nu t t e r , w h i l e you were on the Commis­

si ion. s t a f f , do you r e c a l l any s i m i l a r cases where allowables 

were r e i n s t a t e d back more than s i x months or so? 

A I don't know how f a r back. I know we've 

had cases f o r reinstatement of cancelled underproduction be­

yond the f i f t e e n days. 

Now I know t h a t there have been cases 
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where Harold has made adjustments to allowable on wells that 

went back more than t h i s period, as long as t h i s , but i t was 

in the case where, l i k e i n the northwest, where d e l i v e r a b i l ­

i t y tests had not been processed, and they were carried with 

UC's for a long period of time and then we f i n a l l y aad to 

come in with a c l a s s i f i c a t i o n , go back and r e c t i f y allowble. 

I've talked to Harold about what t h i s 

would involve. He said i t wouldn't be any monstrous task at 

a l l to recl a s s i f y these wells and create a new status for 

them going back. 

But I don't r e c a l l , to answer your ques­

t i o n specif ica11y, Mr. Stamets, how far back any of those 

cases have gone when r e c l a s s i f i c a t i o n was sought, and r e i n ­

stated . 

MR. STAMETS: Any other ques­

tions of the witness? 

MR. KELLEY: I have a couple of 

questions. 

CROSS EXAMINATION 

BY HR. KELLEY: 

Q Mr. Nutter, do you think t h i s problem ex­

i s t s with a l o t of other wells i n the state? 

A I don't know i f i t exists with other 

wells i n the state. I know i t doesn't exist for very many 

wells in t h i s p a r t i c u l a r pool. 

We had a tabulation that shows the number 
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cf nonmarginal u n i t s i n t h i s p a r t i c u l a r pool, yes. 

MR. AYCOCK: Well, thare wer« 

f i v e of them, you may r e c a l l , i n the hearing we had i n June 

of '33. 

A Yeah. 

MR. AYCOCK: {Inaudible} 

A Yeah, but I t h i n k t h a t r i g h t now — 

Q 'Well, w h i l e they're searching f o r t h a t 

;::aybe I ' l l ask the second question. 

A I got i t . Okay. I n the i n the Jalma 

Tool there are a t o t a l there's a t o t a l of 22.25 p r o r a t i o 

u n i t s or f a c t o r , acreage f a c t o r s , t h a t are c l a s s i f i e d a 

:ionm<arcjinal out of over 4 00. 

So there's j u s t a smidgeon of nonmargina 

p r o r a t i o n u n i t s i n the pool. 

Now of those 22.5 — .25 proration fac­

tors in that pool that are nonmarginal, Harman has 11.75 u 

Alpha Twenty-One has one nonmarginala ac 

reage f a c t o r . 

ARCO has two and a h a l f nonmarginal ac 

reage f a c t o r s . 

Gulf has three nonmarginal acreage fac 

t o r s . I believe t h a t Gulf wel1 i s a — o r , no, i t ' s the Al 

pha Twenty-One, i t ' s badly — no, w e l l , I don't know, 

won't say. There's a couple of those t h a t are i n a faa 

st a t e marginally or i n production, and t h e y ' l l be r e c l a s s i 
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f l e d as marginal. 

So r e a l l y , t h i s i s not go Ln-j to af f e e t 

any other w e l l s i n the pool h a r d l y a t a l l . Tho marginal 

w e l l s , the vast m a j o r i t y , the 400 marginal we 11H, get t h e i r 

allowable no matter what happens t o the nonmarginal 31s. 

So w h i l e t h i s may be a problem i n other 

pools, i t i s no b i g problem i n the Jalmat Pooi w i t h the ex­

ception of Hartman's w e l l s . He's got most of the nonmar­

g i n a l w a l i s i n the poo1. 

Q Do you t h i n k t h i s problem a r i s e s from the 

computer system or the data put in? 

A I don't know. These guys have beon 

having a i l kinds of meetings l a t e l y discussing g.<. p r o r a t i o n 

and the system t h a t ' s used, and i t may be an inherent prob­

lem i n tne system. 

I t seems, i t ' s always seewc a shar-ie t h a t 

a w a l l t h a t has underproduction, i t ' s cancelled, and the 

w e l l s that are overproduced get production cancel led and 

reassigned as nonmarginal a l l o w a b l e . Them t h a t has gets and 

them t h a t hasn't gets h i t , but i t ' s — i t ' s — the whole 

balancing system has always been kin d of a mysterious pro­

cess; i t seems t o work, i t seems not t o work, depends on how 

the w e l l ' s s i t u a t i o n i s at the time. 

MP. KELLEY: No f u r t h e r ques­

t i o n s . 

MR, STAMETS: Any other 

questions? 
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REDIRECT EXAMINATION 

BY MR. CARR: 

G Mr. Nu t t e r , when you are t a l k i n g about 

w a l l s having t h e i r underproduction cancelled, t h i s i s a u n i ­

que s i t u a t i o n , i s i t . not, when the w e l l has, and has had, 

tne a b i l i t y to produce t h a t gas? 

A i t ' s a l l r i g h t t o take a well's a l l o w ­

able t h a t —- i f he gets r e c l a s s i f i e d as a marginal w e l l be­

cause he's of marginal character, t h a t t h a t allowable and 

give i t to the w e l l s t h a t can make i t , but when the wel1 i s 

r e c l a s s i f i e d as marginal because of things other than the 

a b i l i t y of the w e l l to produce, because of day's production, 

because of down time when the w e l I i s s t i l l capable of going 

on stream and producing i t s a l l o w a b l e , t h i s i s what's i n ­

tended to be co r r e c t e d , and we want t o c o r r e c t i t , we're 

j u s t l a t e doing so. 

we believe these are a l l nonmarginal 

w e l l s t h a t should have been nonmarginal from day one. 

CARR: 1 have no f u r t h e r 

witness may be excused, 

long i s your next witness? 

CARR: I don't know. 

AYCOCK: Not t h a t long, 

STAMETS: Let's take 

;ues t i o n s ? 

verv snort. 

MR. 

How 

MR. 

MR. 
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take f i v e . 

(Thereupon a recess was taken.) 

please come to order. 

Mr. Ay-cock. 

WILLIAM P. AYCOCK, 

being c a l l e d as a witness and being duly sworn upon his 

cath, 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. CARP,: 

0 W i l l you s t a t e your f u l l name and place 

of residence? 

A W i l l i a m P. Aycock, Midland, Texas. 

Q By whom are you employed? 

A By Doyle Hartman as a consultant i n con­

nection w i t h Cases 8359, 8360, 8361, and 8425. 

Q Have you p r e v i o u s l y t e s t i f i e d before t h i s 

Commission or one c f i t s examiners and had your c r e d e n t i a l s 

accepted and made a matter of record? 

A I have. 

G Were you q u a l i f i e d as a r e s e r v o i r engin-

MR. STAMETS: The hearing v i l l 

Mr. Carr, you may continue. 

MR. CARR: At t h i s time we c a l l 
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eer an that time? 

A Yes, I was. 

Q Are you f a m i l i a r with the applications i n 

eacn of these cases f i l e d on behalf of Mr. Hartman? 

A I am. 

Q Are you f a m i l i a r with the subject wells? 

A I am. 

MR. CARR: Are the witness' 

q u a l i f i c a t i o n s acceptable? 

MR. STAMETS: They ar-i. 

Q Mr. Aycock, have you analyzed the 

producing c a p a b i l i t i e s of each of the wells which are the 

subject of t h i s hearing? 

A I have not analyzed them i n d e t a i l since 

the beginning of production, but I have analyzed them in do-

t a i l since the beginning of the time when detailed informa­

t i o n was available, which was January 1st, 1982. 

Q In making t h i s analysis what data have 

you reviewed? 

A The monthly production, the number of 

days produced, the flowing casing pressure,, since these 

wells are a l l completed on a rod pump, and the meter pres­

sure or delivery pressure that is the basis for the produc­

ti o n into the l i n e . 

0 And you have done t h i s on each of the 

wells since January of '82? 

A I've done i t for — yes, s i r , for tho 
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Custer State 1, for the Maralo State 1, for the Late Thorns 

2 and 3, and for the Shell State 5. 

I have made no attempt to analyze the 

performance of the Late Thomas 1 or of the Shell State 7, 

oecause they are the admittedly marginal, pre-existing wells 

that r e a l l y don't enter int o t h i s application, 

Q Would you refer to each of the wells and 

relate to the Commission what your study shows concerning 

the wall's producing capability? 

A For Case 8361, which i s the Custer State 

1, Dy approach has been d i f f e r e n t than Mr. Gutter's in t h i s 

regard. 

I have attempted to det^rndnv- ws ;• the 

pnysical d e l i v e r a b i l i t y of the well was at various times 

during i t s l i f e i n order to be able to a^equa te ly :Hnm>~-™ 

strate that i t was capable of rates far i n excess of -mat i t 

was allowed to produce, not i n the sense of all o c a t i o n pur­

poses, but the physics of the s i t u a t i o n . Was i t capable of 

producing at rates considerably higher. 

For the Custer State Ko. 1 the highest 

monthly production from the entire l i f e of the well was in 

tne month of December, 1983, when i t produced 10,362 Mcf in 

31 days for an average monthly rate of 334.3 Mcf? however, 

when you normalize the previous production for the number of 

days, that i s not the highest average d a i l y production for 

the days produced. 

Mr. Stamets legiti m a t e l y brought i p the 
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point was — could you have an application based on tha un­

steady state performance of a well as compared to i t s stab­

i l i z e d performance, and that's one of the questions I'vg a t ­

tempted to answer. 

So in going back and reviewing the month­

ly production normalized for the number of days, I find that 

i n contrast to t h i s 334.3 i n December of 1983 for the Custer 

Stata 1, I nave the following: 

In September of 1983 i t produced for 26 

cays at an average rate of 35 3 Mcf per day. 

In October i t produced only four days but 

i t produced at an average rate of 361 Mcf per day. 

In November of 1983 i t produced only 8 

days but i t produced at a rate of 391 Mcf per day. 

In February and Harch of 1984 i t produced 

100 percent of the time and i t produced at rates of 307 Mcf 

yer day. 

So for t h i s well i t i s apparent that 

there- i s not a l o t of difference between the unsteauiy state 

and the steady state, performance and i t i s also apparent 

that the well has excess capacity as compared to any — i t 

never has been produced at i t s f u l l physical capacity .-'Vsr. 

Q Would you now review the information 

the Shell State — 

A One more thing. The other thing that 

have done i s to take the cumulative number of caler.d-*r d 

since May of 1982 and tne cumulative number of days produced 
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since May 1st, 1982, and b r i n g those forward as sums and 

then take the r a t i o between them t o see what the p a r t i c i p a ­

t i o n on a time basis has been, and as you might expect, the 

number s t a r t s out over 90 percent i n the f i r s t month and i t 

q u i c k l y reduces i n the range of 60 percent f o r t h i s v e i l 

where i t stays through the month of February, 1983, and then 

i t drops down i n the range of 50 t o 55 percent where i t sub­

s t a n t i a l l y stays u n t i l March of 1984, when i t noes back up 

over 60 percent, and due t o the f a c t t h a t the — t h a t the 

lease has been shut i n f o r s i x months here, I b e l i e v e , f i v e 

months, four months — f i v e months, beg your pardon, i t ' s 

down t c the r a t i o i s .52. Out of a t o t a l of 915 calendar 

days as of November 1st, 1984, the w e l l has been allowed t o 

produce 4 76 days, and t h a t ' s -- the r a t i o between those i s 

52 percent. 

Q Would you now go — w i l l you new revisw 

the data you're prepared on the Shell State Wells? 

A On the Shell State No. 5 I've none 

through the same exercise. The highest monthly production 

i n the e n t i r e h i s t o r y of the w e l l was i n February of 1984, 

when i t produced 14,108 Mcf and i t produced t h a t i n ?$ c f 

the 29 calendar days t h a t were i n the month of February, 

1984, f o r an average r a t e of 503.9 Mcf per day? however, 

going a l l the way back t o March of .1983, i t only produced 

f o r 7 days. I t produced 3523 Mcf, but the average r a t e once 

again i s 503 Mcf per day. 

So i t ' s apparent t h a t the d e l i v e r 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 

has not p e r c e p t i b l y declined over t h a t period of ^ubctan-

t i a l l y a year, c>nd furthermore, when the capacity of tne 

w e l l i s computed from d e l i v e r a b i l i t y , from the welinear 

f l o w i n g pressure and i s compared to the l i n e pressure, what 

•_ould tne w e l l put i n t o the l i n e at t h a t p o i n t i n time i f i t 

were allowed to produce a t ca p a c i t y . 

The w e l l has never produced at capacity 

and has never produced a c t u a l l y over about 50 t o 60 percent 

of what i t was able t o produce a t t h a t time. 

So the w e l l i s h i g h l y capable and nac 

ueen so since the beginning of production. 

As f a r as the p a r t i c i p a t i o n on a tim.e 

o a s i s s once again, t h i s w e i l has had a higher p a r t i c i p a t i o n 

Jactor than the Custer State. I t s t a r t e d out above 90 per­

cent. I t d i d not get down t o — i n f a c t , i t has never been 

below 70 percent except f o r one month since the beginning. 

So t h i s one has p a r t i c i p a t e d on much 

uore, w e l l I don't know whether you'd c a l l i t an e q u i t a b l e 

oasis, or however you would describe i t , but i t nas shared 

i.mch b e t t e r i n the a v a i l a b l e time since the market i n t e r r u p ­

t i o n s began than had the previous w e l l , the Custer State. 

The a c t u a l number, i t ' s out of a t o t a l of 

1 'J calendar days as of November 1st, 1984, since Hay trie 

1st, 19 82, tne w e l l has produced on 652 days, which i s .713 

r s t i o . 

Q w i l l you now review the i n f o r m a t i o n on 

the Maralo State *\ell? 
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A On the Maralo State No. 1 the highest 

monthly production i n the history of the weli was i n A p r i l 

of 19S4, when i t produced a l l 30 days, produced 14,491 Mcf, 

for an average rate of 4 33 Mcf per day. 

However, i n the previous month oi March 

i t produced 28 of the available 31 calendar dayss, the aver­

age rate for v i i c h was 478 Hcf per day, and i n February of 

1984 i t produced 14 of the available 29 calendar days, pro­

duced 7050 Mcf, or 504 Mcf per day. 

So i t is apparent, once again, that 

there's very l i t t l e difference i n the unsteady state and the 

steady state performance of t h i s w ell. In other words, the 

long term d e l i v e r a b i l i t y i s — i s not greatly balov; th;? 

snort term d e l i v e r a b i l i t y for t h i s w e l l . 

Tc f i n d a comparable figure you would 

nave to go i l l the way back to May of 1980 — I near., pardon 

me, March of 1980, when i t produced 10,567 Mcf i n 31 days 

for plus or minus a 300 Mcf a day. 

So i t ' s apparent that t h i s well has, from 

a standpoint of demonstrated d a i l y production rates, the 

highest that i t ' s ever produced has been within the las t 

year, and when you compute the d e l i v e r a b i l i t y and compare 

that to the — to what was actually produced, you f i n d that 

in general the well has produced no more than 40 to 5C per­

cent of what i t could have, what i t was able to produce dur­

ing t h i s period of time, and of course i t ' s produced down as 

l i t t l e as 6 or 7 percent at various times. 
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When you take the time participation, i n t o 

account from May 1st, 1982, to November 1st, 1964, out of a 

t o t a l of 915 calendar days available the well has produced 

for 426 of those, the r a t i o of which i s .46C, once again 

showing the v a r i a t i o n in the time that these wells nav;» been 

is 11 owed access to the market since the market interruptions 

began. 

We're a i l over the page here on these 

things and some of them we're i n pr e t t y good shape, and on 

one 1 ike t h i s we're i n very poor shape, less than 50 percent 

of the time has the well been allowed to produce into the 

m a r k e t . 

Q Mr. Aycock, would you row review the i n ­

formation on the Late Thomas Lease? 

A. On the Late Thomas Lease, Mr. Nutter's 

presentation was on a lease t o t a l basis, including a l l three 

ot tne simultaneously dedicated wells. 

I looked at only the Late Thomas 2 and 3 

as individual e n t i t i e s c*nd did not make any attempt to ana­

lyze the Late Thomas No. 1. 

The highest monthly production i n the 

history cf the — of the well was i n the month of December, 

1983, when i t produced 19,260 Mcf i n 31 of the 31 available 

calendar days, for an average rate of 621 Mcf per day;' how­

ever, on a short time basis back i n November, i t produced 

1952 Mcf per day i n two days for an unsteady state rate of 

976 Mcf per day. 
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Further than tha t , i n the months cf Jan­

uary through May, i t produced at average rates with substan­

t i a l l y f u l l production, in other words, producing a l l of the 

calendar days available, i t produced at rates of s l i g h t l y 

less than from 543 to 593 Mcf per day i n an irr e g u l a r pat­

t e r n , basically declining but very slowly. 

So once again i t looks l i k e , except for 

very, very short term, the short term d e l i v e r a b i l i t y and the 

long term d e l i v e r a b i l i t y do not — once you get past a few 

days the d e l i v e r a b i l i t i e s do not vary very greatly. 

And you go back i n the l i f e of the well 

and you don't f i n d numbers greatly i n excess of those a l l 

the way back i n t o — i n t o early '83. You don't f i n d any of 

them i n '82. 

When you compare the capacity of the well 

and what the monthly gas production has been by making the 

d e l i v e r a b i l i t y analysis, you f i n d out that the well has pro­

duced as l i t t l e as 6 percent of what i t was capable of, and 

generally produced about 25 percent of what i t was capable 

of, and i n one month, when i t produced 16,916, i t indicated 

i t was 52 percent of what i t should have produced i n that 

month. 

So the well i s capable of producing over 

a m i l l i o n cubic feet of gas a day on a long term basis, i n 

my opinion. 

I t ' s never come anywhere close to that i n 

allowable. I t ' s come, you know, up to maybe as close as 
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i/3ras of that, and that's as close as i t ' s ever gotton. 

when you look at the p a r t i c i p a t i o n from a 

time ractor, s t a r t i n g with May 1st, 1982, through November 

1st, 1984, you f i n d out that of the t o t a l of 915 calender 

days available, the well has produced for 495 of them, which 

the r a t i o between i s .451. 

So once again we have a number chat's 

down lower than we would l i k e to see i t . 

The Late Thomas No. 3, a similar analysis, 

aas teen made. 

The highest production i n the history of 

the well i n this case was i n December of 19 82, when i t pro­

duced 16,542 Mcf i n 3i days, for an average rate cf :43 

per uay; however, when normalized for the number of days, i t 

has produced i n the range of 5 to 600 Mcf per day basically 

or auova i o r the whole year of 1983, and for a portion ot 

the year of 1984, and fu r t h e r , when you compute the de l i v e r ­

a b i l i t y by taking the pressures and comparing those to the 

line pressure that i t would have to buck to produce i t , yot 

fine that the well has, i n general, has produced 50 to 7C 

percent of i t s ca p a b i l i t y and has produced as l i t t l e as 

about 7 percent at various months during t h i s period of 

t i m e . 

when you look at the time p a r t i c i p a t i o n , 

/ou fin d out that from May 1st, 1982, through October 31st 

of 1934, of a t o t a l of 915 available calendar days, the weli 

has produced for 494, the r a t i o between which i s ,54. 
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So once again, we have a r e l a t i v e l y low 

time p a r t i c i p a t i o n that's been allowed for t h i s well since 

the market interruptions began. 

I t i s my opinion, based on t h i s analysis, 

that a l l of these wells that have been discussed i n d e t a i l , 

that i s , the Custer State 1, the Shell State 5, the Maralo 

State 1, and the Late Thomas 2 and 3, have been capable of 

rates that were far i n excess of what would have been under 

the top allowable i n the beginning and they s t i l l are cap­

able of t h i s , and from a physical standpoint there i s no 

reason they should ever have been c l a s s i f i e d as anything but 

nonmarginal. 

MR. CARR: 1 have no further 

questions of Mr. Aycock. 

MR. STAMETS: Any questions of 

the witness? 

He may be excused. 

MR. CARR: That concludes our 

di r e c t case. 

MR. STAMETS: Does anyone else 

have anything they wish to add i n these cases? 

They w i l l be taken under ad­

visement. 

MR. CARR: I — I dc have a 

closing statement. 

MR. STAMETS: Oh. A l l r i g h t . 

MR. CARR: And I w i l l keep i t 
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MR. STAMETS: Very good. 

MR. CARR: May i t please th 

E m i s s i o n , Mr. Hartman Is before you today seeking r e i n 

statement of the cancelled underproduction f o r four Jdlma 

eases. 

The evidence presented upo 

•/hich your decision should be based, we believe- shows tha 

-ho w e l l s involved were always capable of nonmargina1 pro-

.act i o n . They couldn't make the non — and they could mak-

tne nonmarginal allowable assigned to the we11. 

The wells are t r u l y nonmargina 

wo • re t a l k i n g here only about four w e l l s out of ~h<:; <j 

to IOC wells t h a t Mr. Hartman operates i n New Mexico. 

Due t o problems i n tne gas mar 

the w e l l s were c l a s s i f i e d and r e c l a s s i f i e d back a»; 

f o r t h from marginal t o nonmarginal and back again, and wha 

the r e s u l t was was the c a n c e l l a t i o n of accumulated undarpro 

l u c t t o n . 

Had we applied f o r r e i n s t a t e 

sent c f t h i s underproduction w i t h i n f i f t e e n days und<*r Pal 

16--A, we b e l i e v e the underproduction would have been quick 1 

r e i n s t a t e d . 

But the problem we had was tha 

the s i t u a t i o n i s complicated and has taken a substantia 

period of time t o c o l l e c t the data and analyze the data, t 

evaluate the magnitude of the problem, and to come befor 
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you seeking r e l i e f . 

What we're here today seeking 

is an order that w i l l protect Mr. Hartman's c o r r e l a t i v e r 

r i g h t s , which w i l l enable him to produce allowable to which 

he was e n t i t l e d and to which he would s t i l l be e n t i t l e d i f 

in f a c t the reason for c l a s s i f y i n g these wells was t h e i r 

a b i l i t y to produce and not fluctuations i n the marketplace. 

Now we have no quarrel with 

what El Paso has done. We have no quarrel with what anyone 

has done i n t h i s case. We simply have a problem that 

springs from the way the system works and we're coming be­

fore you asking you to enter an order which w i l l protect our 

co r r e l a t i v e r i g h t s and enable us to produce gas which we 

submit we're e n t i t l e d to produce. 

MR. STAMETS: I f there i s no­

thing f u r t h e r , the cases w i l l be taken under advisement. 

The hearing i s hereby ad­

journed. 

(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 Con­

servation Division was reported by me; that the said t r a r i ­

se r i nt i s a f u l l , true, and correct record of the hearing, 

nrepareri by me to the best of my a b i l i t y . 


