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Case 8360.

Doyle Hartman for the

underproduction, Lea County,

this case be continued until

MR. QUINTANA: We'll call next

MR. TAYLOR: The application of
feinstatement of cancelled

New Mexico.

The applicant has asked that

October 17th.

MR. QUINTANA: Case 8360 will

so be continued until October 17th, 1984.

(Hearing concluded.)




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

CERTIFICATE

I, SALLY W. BOYD, C.S.R., DO HEREBY CERTIFY
that the foregoing Transcript of Hearing before the 0il Con-
servation Division was reported by me; that the said tran-
script is a full, true, and correct record of the hearing,

prepared by me to the best of my ability.
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| do hereby ceriif~ “hat the foregoing is
a compleie vacer i of the nrocacdings in
the Examiner hiea ing of Luse 0. §360s
heard by me on_QCT, 19 84-

zs ‘! ngak 9 QMExumlner

Oil Conservation Division
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SANTA FE, NEW MEXICO
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Application of Doyle Hartman for CASE
the reinstatement of cancelled 8361
underproduction Lea County, New

Mexico.

BEFORE: Gilbert P. Quintana, Examiner

TRANSCRIPT OF HEARING

APPEARANCES

For the 0il Conservation
Division:

For the Applicant:

Jeff Taylor

Attorney at Law

Legal Counsel to the Division
State Land Office Bldg.

Santa Fe, New Mexico 87:501
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MR. QUINTANA: We'll call next
Case 8361.
MR. TAYLOR: The application of
Doyle Hartman for the reinstatement of cancelled

underproduction, Lea County, New Mexico.

Applicant has also requested

that this case be continued.

MR. QUINTANA: Case 8361 will

be continued until October 31, 1984.

(Hearing concluded.)
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CERTIFICATE

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

that the foregoing Transcript of Hearing

servation Division was reported by me;

before the 0il Con-

that the said tran-

script is a full, true, and correct record of the hearing,

prepared by me to the best of my ability.
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO

31 October 1984

EXAMINER HEARING

IN THE MATTER OF:

Application of Doyle Hartman for CASE
the reinstatement of cancelled 8361

underproduction,
Mexico.

Lea County, New

BEFORE: Michael E. Stogner, Examiner

TRANSCRIPT OF HEARING
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For the 0Oil Conservation
Division:

For the Applicant:

Jeff Taylor

Attorney at Law

Legal Counsel to the Division
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Santa Fe, New Mexico 87501
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MR. STOGNER:
Number 8361.

MR. TAYLOR:
Doyle Hartman for the reinstatement

underproduction, Lea County, New Mexico.

The applicant

that this case be continued.

MR. STOGNER:

Call next Case

Application of

of cancelled

has requested

Case Number 8361

will also be continued to the Commission Hearing scheduled

for December 12, 1984,

(Hearing concluded.)




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

CERTIFICATE

I, SALLY W. BOYD, C.S.R., DO HEREBY CERTIFY
that the foregoing Transcript of Hearing before the 0il Con-
servation Division was reported by me; that the said tran-
script is a full, +true, and correct record of the hearing,

prepared by me to the best of my ability.
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Mrect Examination by Mr. Carr

Cross Examipnation by Mr,., Stamets
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MR. STAMETS: we'll go back,
then, and call Case 813%9.

Application of Dovle Hartman
for the reinstetement of cancelled underproduction, Tea
County, New Mexico.

MR. CARR: May it nlease the
Commission, my name is William F. Carr, with the law firm
Campbell and Black, P, A., of Santa Fe, appearing on behalf
2f Mr. Hartman.

At this time we would request
that this case be consolidated for purposes of hearing with
Cases 8360, 8361, and B425.

MR. STAMETS: wa will call
those additional cases. Fach one has the same style os the
first case called,

Is there any objection to con-
solidation of these cases?

They will be congsclidated,
then, for purposes of testimony.

You may proceed when ready.

MR, CARR: May it pleass the
Commission, we have three witnesses who need to be sworn.,

MR. STARMETS: 1°'d like to have

each witness stand and be sworn at this time.
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DErnY D,

ozing  <xlled  as
cath, testified as
LY MR, CRARR:

Y

L}

E%

engineer?

and made a

f.
{Witnesses sworn.}
MR, CAREK: We first call! wkr,

LARRY NERMYR,

a witness and being duly sworn upon  his

follows, to-wit:

DIRECT SXAMINATION
Will you state your full name anid place
Nermyr, and Mmidland,
by whom are you zmployed and

I'm 2mployed by Doyle Hartman as an  en-

Have you previously testified before this

or one of its examiners and had ycur credentials

matter of record?
Yes, I have.
And at that time vyou were gualified as an




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

ey
i

O Would vyou summarize generally your duties
with Mr. Hartman?

A I look after the day to day operatinns of
his oil cperations and also look after the drilling and com-
pletinag of his wells, and do some requlatory work and admin-

istrative work in the office.

0 And vou're employed in-house by Mr, Hart-
man?

A Yes.

)] Are you familiar with each of the wells

which 4re the subject of today's hearing?

A Yes, I am.

] Are vyou familiar with the applications
filed in each of these cases for Mr. Hartman?

L Yes, I am.

MR, CARR: Are the witness'
qualifications acceptahle?
MR. STAMETS: They are.

o Mr. Nermyr, would you briefly state what
Mr. Hartman sesks with each of these applications?

A Mr. Hartman requests reinstatement of
cancelled allowable for certain wells in ILea County, YNew
Hexicao.,

Q Are vyou aware as part of yvour Jjob and
rart of your duties when wells operated by Mr. Hartman are,
in fact, shut in?

A Yes, T am., I take a daily production re
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port from our field foreman every morning and at that time

they advise me of the status of all the wells in the fiald,

and i f sorething happens where a large amount of themn ars

-

shuat 4o or something during one day, he'll alsc notify ne
curing the rday, and we also have field people that inspect
the wells on & dally basis to determine if they're procucing
properly or shut in, what their status is.

.

S¢ we  know on a daily basis what each

¢ How long have you been employed by ¥Mr.
Harbtman?
A For five years.
0 During tnis period of time has thers baen

any geneval trend in the fregquency of the shutting in of

i eperated by Mr. Hartman?

A Yes. Pricr to May in 1982 the well:

s
<
&
~
o

very saldom shut in and after May, 1982, there's peen quite

AT
[#]
el
rt
o
“
n
=~

at-in time because of the market for gas.

0 Since '82 how wouldg you describe the gen-
eral situation concerning the days that Mr. Hartman's had
wells actually producing?

2 Well, since 1382 the shut-~ins have been
quite significant and at times thay've been quite severs.

0 Wnat control does WMr., Hartman have as
cparator  of these wells over the actual shutting in of the
wells?

A We feal we have very little control over
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5
the wells that are shut in because El Paso determirnes which
wells will be shut in and when they'll be shut in and when
they'll be turned back on again, and because of this we feel
we have very little control over it.

Q If you're displeased with an c¢rder to

{

shut 1in a well what course of action is available to #r.
Hartman as operator of the well?

A We are generally contacted by the dis-
patcher when the wells are to be shut in and he really
doesn't have any say on which wells are shut in or how long
they're shut in, He just tells us that he operates off of a
list that he receives from their production people, and so
in order to really have any complaint we have to go to &1
Paso's supervisors, and we've done this. Generally they've
told us that they feel that everything is being shut in and
treated fairly.

G As operator do you feel that you have any
real control as to the overproduced or the underproduced
status of any individual well?

A No, we don't, because we're told when we
can turn the wells on and produce them and when we can't,
and because of this sometimes if a well is getting way under
produced and we can't turn it on, we have no way of making
up the production that it should be making.

And, also, 1if a well is being produced
and it's Dbeinyg overproduced we really didn't feel that we

could shut it in because it might be shut in by El Pasoc on
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10
several days and be shut in for a long period of time and
then it will get underproduced, too. So we just =-- we had
to produce the wells that were allowed to he produced.

Q During your time with Mr. tiartman, has
the shutting of gas wells been of major concern?

A Yes. We've always made an effort to keep
all our wells producing all the time. We Feel that the
shutting in of wells for any length of time at all might re-
sult in formation damage and reduce the amount of recover-—
able reserves, and this is the reason that we have people
that visit the wells on a daily basis, to be sure they're
producing properly.

And also any wells that are making fluid
or anything, we put pumping units on them to keep them pump-
ing all the time to keep the fluid off the formation and
keep the well producing good.

And if we have any problems, well, we
start correcting immediately in order to minimize the time
the well was down,

Q Would you identify for the Commission the
wells which are involved in 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 Ho. 1; and the Maralo State Lease, Well No. 1.

-~

g Would you look at the -~ address the Mar-
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11

alo Lease and just summarize the kinds of efforts 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 Leaese had been
shut-in more than normal, and we made several televhone
calls about that time to El Paso Natural Gas to discuss our
concern with this well being shut-in more than what we fig-
ured it should have been, and we really don't feel that we
got the relief that we needed for the well.

0 Mr. Nermyr, has it been Mr. ‘Vartman's

policy to cooperate with the purchaser in the shutting in of

A Yes, I feel that Mr. Hartman's poclicy has
always been to cooperate with £l Paso in the shuttirg in of
wells.

All the wells that covered by Crcup 1 and
2, as outlined 1in Joe Ramey's letter dated February 18,
1883, these are shut in by field people without ccnsulting
us. They just shut them in and then reported afterwards.

And if we're asked to shut in wells 1in
Groups 3, 4, 5, or 6, they usually call me and ask me about
it prior to shutting them in.

Several times, if we've thought that our
wells were being shut in when they shouldn't have been we've
discussed it with El Paso people but we've never refused to

shut a well in when we have orders to do so.
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o Is it fair to say that because of this
cooperation you have found these wells in this confronted
with the problem that you have here today?

A Yes. We feel that being asked to shut in
these wells that we've mentioned here has resulted 1 the
less of the production and we feel that that was the direct
cause cf it.

G Wwhy were these applications not brought
before the Commission until this time?

A well, we spent guite a bit of tine look-
ing at it and it took awhile for the situation to develop
and we gathered & lot of information and put it on >ur com-
puter so we could analyze it properly, and this all took
time and Jjust took us this long to get it prepared and to
decide what to do.

Q Are you generally familiar with tne pro-
ration rules?

A Yes,

Q Is the production that we're talking
about here today production that could have been reinstated
under Rule 16-A had a request or data been provided within
fifteen days?

A Yes. e probably could have wrote a let-
ter within fifteen days if we'd have decided or we would
have determined that it should have been done and according
to the rule we believe that it probably would have been re-

instated at that time.
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Q buring that fifteen day pericd did vyeou
have the data necessary to come forward to the Commission?

A We didn't have the data gathered and ana-~
lyzed in such a process that we could really determine that
this is what action we needed to take,

o] Mr. Nermyr, have you encountered previous
problems with allowables for any of the wells which are the
subject of this hearing, and I'm talking 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 drilled on this 320~
acre proration unit and at the time that they were put on
the proration unit was given an acreage factor of 160 acres
rather than the 360 acres that's continued for seaveral
months and we wrote a letter to the 0Oil and Gas Conmission
and got thig straightened out and we got our allowble rein-
stated at that time.

MR. CARR: May it 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 in each of the cases, and so for the next sev-
eral questions I'm simply going to refer to Exhibkit One,
which is marked Exhibit One 1in Case 8360.

MR. STAMETS We 1 to

¢
(47}
[N

straighten the exhibits out, Bill.

MR. CARR: {kay.
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MR. STAMETS: I've got a whole
stack of 8425,

MR. CARR: Okay, they haven't
been collated, Dick.

MR, STAMETS: Yeah.

MR. CARR: Okay, we can sort
those out right now.

Could we go off the record for
a minute?

MR. STAMETS: Yeah, let's do

that.

(Thereuron a brief recess was taken.)

MR. STAMETS: All right, we can
go back on the record, Sally.
0] Mr. Nermyr, would vou refer to what's
been marked Exhibit Number One in Case 83597 And what I'd
like you to do is go across the columns that are depicted
across the top of this exhibit and simply state what they
are and identify the source of that -~ of the data.
A Okay. 1In the first group there, the pro-
duction month is the month that this production refers to.
Column two is the graph month; it just
numbers the lines going down.
Q And that's for the months as depicted on

Exhibit Number Three in each of these packets.
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A Yes.
Q Ckay .
A Column number three is the monthly al-

lowable that was assigned that month for a nonmarginal well
in this proration unit with an acreage factor of one.

The next column is the monthly allowable
that would have been assigned to a well with the same ac-
reage factor as thee wells have.

R 50 in this case the Maralo State No., 1

would have an acreage factor of .5.

A Yes.
2 Okay.
A The next figure is the --

MR. STAMETS : I'm scorry, I

4]

didn't understand that at all. We were talking abcut the
Late Thomas Well.

MR. CARR: Wwell, I'm lockirg at
Exhibit Number One in Case 8360.

MR. STAMETS: I thought we
started with 8359.

MR. CARR: Did 1 refer to 2336067

THE REPCRTER: ©No, 8359,

MR, CARR: All right.

A The monthly allowable has an acreage fac-

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

MR, STAMETS:: Are vou just
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16
showing the acreage factor of 1 as a reference point or is
there some reason for showing that?

A Yes, Just as a reference point for this
pcol --

MR. STAMETS: Okay.

A ~- during this month.

0 Then the acreage factor of 2 as shown
here 1is for the Late Thomas wells and they have an acreage

factor of 2 because they have twice the --

A Yes.

Q -- standard or the l60~-acre allowed ac-
reage.

A That's raight.

G All right.

A The next column is the actual monthly

nrroduction from this lease.
The next ~--
Q And what 1s the socurce of that figure?
A This figure comes from El1 Paso's, or the
purchaser's statement that they send us every month of gas

that they have purchased from the well.

2 All right.

A Or from the lease,

. Then the next column?

Y The next column is the weighted averaqge

of the days produced.

Q Okay.
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A The next column is the monthly over/under
production for this lease.

And the next column is the cumulative
over/under production for this lease,

Q Okay.

A Now, these figures here are all figures
that we have gathered for information, both from our field
people as to the days produced and the rest of the figqures
are information that we have generated in-house,.

The next column is the monthly allowable
as given 1in New Mexico's oil and gas proration book that
they issue every month, and the amount redistributed is also
from that fiqure.

The next is the monthly production as re-
ported in their proration book, the monthly over and under,
the camulative over and under; the status that the well's
being carried at, whether it's a marginal or nconmarginal
well,

And the last column is the difference pe-
tween what we calculated in our in-house fiqures and what
the 0il and Gas Commission shows in their proration bonk.

Q Now, HMr. Nermyr, did vou assist in the
compilation of this data?

A Yes, I did.

Q And this 1is a correct representstion ¢t
the information that you have on ~- in this case, the wells

from the Late Thomas Lease?
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A Yes, it 1s.

Q And you've done the same thing for each
of the leases which are the subject of hearing today?

A Yes.

Q Do  ycu have anything further tc 244 to

your testimony?
A No.

MR, CARR: That's all 1 have of

Mr. Nermyr, Mr. Stamets.

CROSS EXAMINWATION
BY ME. STAMETS:

0 Mr. Nermyr, looking at the Exhibit Odne in
Case 8359, it's on the Late Thomas, at the monthly allow-
able, first we have the column that you have calculated and
“he second monthly allowable is the one that is from the Oil
Conservation Division proration schedule, and there ara dif-
ferent numbers there until we get down to August of 1982,
and then they seem to be -- well, yeah =--

A This is what --

Q -- I'm confused as to what we're looking
at here, The -- in your situation you calculated what the
allowable would be if it had been classified as nonmarginal
through that entire period.

2 Yes.

Q All right. Now let's go back to the be-

ginning of this thing, back to 1581.
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1 presame at that time then thes2 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 olid
well and it was marginal and it had this 320-acre proration
unit, and sc it was being classified as a marginal well.

O Okay. I see that working, thaen, when we
get into the one, two, three, fourth line down in the QCC
monthly allowable, because if you trace that across -- well,
actually the third line down -- because if ycu trace that
across and up, too, to the monthly producticn, you see that
the montnly allowable is the monthly production freom two
months ago,

A Yes, that's correct.

0 All raight. Now in 1981 you did noat have
ncnmarainal production, is that correct?

A We didn't have nonmarginal productisn un-
til Wells No. 3 and No. 2 were put on line and after they
were put on line our wells exceeded the marginal, 352 thay
were in a position where they could be classified as nonmar-
ginal.

¢ When was that?

A The first well was put on in Octoker 23rd,
which was Well RNeo. 3.

0 October 23 what year?

A 1981.

MR. CARR: Those are set put at
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the toup of the exnibit, #r. Stamets, in the center, dirst --

8] Okay.

-

And the Late Thomas No. 2 was pubt on line
Fovenber Ftn, 1681,
5 Just looking at the volumes of pf::!(-i,}(fti'{"}?a

which wers reported, I don't see that the well azproyeched s

ol

roniarginal status, or the unit approached nonmarginal sta-
tus, until Asril of 1982, looking at the monthly allowable
which would be for that proration unit in your lefthand col-

>

umn . 1 see 75892, 1 see monthly production -- well, all

n

t

right, again there's confusion.

I don't understand why our produchion 1in
the rigathand column 1is so auch less than vour productiosn in
the lefthand column.

Do you have 2n explanation for tnat?

A Yes, This is what I was talkingy about

wnen I ne2ntioned that we nad corrected some of these sroduc-

ot

ion  and allowables from the Late Thomas by writing a let-
tor. This -- we had confusion, both in proration unit size
and &allowables, when we first got these Wells No. 2 and 3
on, and it took us a little bit there to get it straightened

out where everybody was showing the proration unit of 320

Q Wwell, do you kKnow if the preoduction for
all the Late Thomas wells was ever properly credited to that
proration unit for the October '81 through March of '82 per-

=

icd?
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L1
k I think 1t was. As far as we could rell
Lt owas, yes.
n S0 what we'res looking &t here o0 foy  os

sk loathed CGCC status, that is what the situation wes gt dhatr

A Vasg.
o Crav. Now, when we coms down o the oum
inder/over. 1 can check that real quickly. I've ant a cony

»f the November, 1984, jas proration schadule for ssuthaast

Looking at the Late Thomas, chey show
cverage of 70.6-million, more or less. Your figures, which
zut  off in Sctober have 5%-million, so 1 would assue thot
traose figures nmust be reasonably close.

R Yes., If vyou notice the figurs tor
Soptairbar is 70-million .8175.

Q Now, ars you telling me that this laaze
Tate Thomas 1, 2, and 3, should have been raclassifiad as
nonmdarginal  beginning  in Octeber of 1981 and should have
continued as nonmarginal through that entire period throopyt

Ootober, 19947

A Yes, that's what we feel should have
haen,
) And 1 would just observe, lookirg ot the

-- at the nroduction which is reported from time to Lime on
that lease, iike, for example, in November and Decemi:

, there was nroduction which was in excess of ary of whe
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calculated nonwaraginal allowables for that -~ the entirs
pericd we're telking about here,

A Yes.

Q And does that demonstrate that those
wells were indeed capable of producing a nonmarcinal allow-
able throughout that period?

A Yes, that's what we fa2el it indicates
that they were and they were allowed to produvce jusi: about
thhe full months for those two (not clearly understood).

G As a marter of fact, there was a long
period of time in December of '83 throudgh June of 1934 when
there was suabstantial production from those -- those wells,
indicating, I would assume, that that was not iust a oreg-
sure build-up causing that extra production.

. Yes. They were capable of producing
rhat,

0 Now, we have the same #xhibit in each of
the cases, 1s that correct?

A Yes.

0 I1'd like to take just a little time to
review those others.

MR, CARR: That would pe fine,.
Mr. Stamets, we will call Dan Wutter as a witness who will
review each =2f these exhibits with vou in detail.

MR. STAMETS: OQOkay.

MR. CARR: We also will then

call Mr. Aycock, who will present testimony on the ability
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of  these wells to prodoece over the pericd »f tipz s 2 nor-
mazrginal well, whether or not thev were shut in or not.,

MR. STAMETS: 311 right, then I
won't take any time right now,

Any cther questions of Hr, Her-
myr?

He may be excused.

41}

MR, CARR: At this time wn 21!

¥r., Nutter.

DANIEL S. NUTTER,

being called as a witness and being duly sworn upnopn  his

cath, testified as follows, to-wit:

DIRVCT EXAMINATION

9] Would you state your full nams and nlace

A My mame 13 Dan Nutter., I live in Santa
Fe, New Mexico.

0] Mr., Nutter, by whom are you emnloved”

A I'm a Consulting Engineer.

Q And vou're employed in this case »v  tr,
Hartman?

A I've hreen retained by Mr. Hartman in

L

Mr. Nutter, would vou briefly supmarize
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your educational background and vour work expaeriance?

)

T
Ry

A Yes. I have a BRachelor of Scionce i1
patroleum  engineering degree from the New Mexico Schogl of
¥ines, now New Mexico Institute of Mining and Technology, at
socorrc, New Mexico; graduated there in 1952,

Subsequent to that time I was emploved by
Fnillips  Petroleum Company untii 1654, whon 1 came tn work
for the New Mexico Uil Conservation Commission.

I worked for the Ccmmission from Septem-
ber 1, 1954, through December 31lst, 1982, at which time left
the Commission and have subsequently bheen employed as a con-
sulting petroleum engineer.

G While with the Commiscion did vou have an
opportunity to bhecome familiar with the New Mexico svsteam of
wrorating natural gas?

A Yes, sir, 1 sure did.

0 And what were your duties in regnrd o
the prorationing system?

A General supervision of gas proratinaing.

Q Are you familiar with each of the wa2lls
whicn are the subiject of tcday's hearing?

A Yes, 1 am.

0 And are vou familiar with the applica-
tions filed in these cases on behalf of ¥r., Hartman?

A Yaes, 1 am.

HR. CARR: Are the witness'

-
-~

qualifications acceptables
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MR. STAMETS: Thev are,
¢ Mr. Nutter, would you briefly describe
whiat Doyle Hartman is seeking here today?
A Yes. These cases involve four proration
units. They're all presently classified ss nonmarginal.
Mr. Hartman 1s seeking the caontinued
classification of the four proration uritsz in the Talmat

Pool &s nonmarginal.,

I's

He's also seeking the assignment nf cer-
tain previously unproduced allowable to these wells.

o Basically why is Mr. Hartman seekinrg the
reinstatement of this previous underage?

A we believe that all four of the units in-
volved 1n the hearing today are not only oroperlv clascified
by the marcinal ~- by the Division now as nonmarcinal, but
that they have been nonmarginal character all alono, and
that the only reason for having been previously claszified
as marginal was because of excessive shut-in time by the
pipeline, due to lack of market.

o] Will your exhibits show that the -- what
the takes from the wells have been and how they got clz2ssi-
fied as marginal?

A Yes, they will. I believe that we czn
zhow that egch of these proration units is capable of pro-
ducing in excess of nonmaraginal allowables today, which i«

relatively easy because of the depressed market, but el

~
L

£n

thay wilil deronstrate this same abllity to produce in excessy
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of nonmarginal allowables existed bhefore the market Jdotare
1crated and before the allowables got so low,
o Mr. Nutter, with this in mind, T'd live

ycu now to refer to the exhibits, and I think woe'll tske

them out of the order the cases were advertised, and first

-y
-

-y

3

a8k  you to refer to Exhibit One in Case 8361, which
covers the Custer State Lease.,

A Okay, we've got Case Number 8361 znd the

The first exhibit is the spreadsheat.
which Mr. Nermyr was discussing with Mr. Stamets 2 few mo-
ments aco.

We2'll sea that this Custer State Well Mo,
} nad it's first deliverv on December 27th, 1979%. Tha wel}
came on with an acreage factor of .5, having RO acres derdi-
cated to it, and during its first months of production pro-
duced 8770 against a nonmarginal allowabie aof A&24,

The subsequent production from the well
was mostly in excess of the allowable, You'll sea that it
carries 1in the =-- in the column on the left side «of the
spreadsheet, the assumed constant nonmarginal status, and
also the monthly over/under production in the published OCC
status.

Youill see that most of the months pro-
ductions are followed by a minus sign, meaning that the wel)
cverproduced an allowable. It built up considerable amoun®

nf overproduction.
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There appears to be a difference in the
cumelative 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 it was
2588 underproduced,

Now, these spreadsheets right here, the
study started, as far as Hartman's computer is concerned, on
this particular lease with February of 19f0. So this is
cumulative under or over production from February, 1980.
It's not the true over/under production as reflected by the
Commission's records.

The Commission shows that in December of
197% and in January of 1982 the well had accumulated 2588§
Mcf of underproduction, whereas since our study starts with
February of 1980, the well is immediately overproduced.

So vyou'll have approximately 45 to 4700
teet of difference, cubic feet of difference. We're showing
more  overproduction than the Commission would show on  this
sarticular well, because its records go back a little fur-
ther than ours do, and its records go back into an underpro-
duced time in the life of the well.

So you've got that 4500 or 4700 cubic
feet -~ Mcf difference all the way through.

But vou'll notice that the well was over-
producing 1its allowable through the entire first croration
period beginning in April of 1980 through March of 1981,

And for the second proration period, from
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Avril of '81 tc March of B2, the well was still moatly -
the well was underproduced. This was aa effort hy F1 Paro

and Mr. Hartman to work off the overproduced status nof

]

r"‘
5
pJ

well. This was voluntary and this was prior to the time
that the market ccllapsed.

So you'll ses that the overpraducitinn un-
der the Commissicn’s records went from -- at Merch of 1981
it had a ~-9704 overproduction, and by January of 192372 they

had worked the well down to where it had an underaroduced

So they waere getting the well hack into
balance, Mr. Hartman and Mr. El -- Mr., Hartman and the 1
Paso pipeline were both working to get these wells -- vyoutll
see  this in all of these wells as we go through the =xhi-
kies. They were all in an overproduced status in that per-
ind  of time and there was an effort to bring them hack into
halance,

By tnhe time they brought them hack int~
trelance  and got them into an underproduced state was when
the market ccllapsed, and they -- they had undernraductiosr
at that time.

So the collapsed market ZIust increased
the problem as far as the underproductiorn was concerned.

¥ow vyou'll see that the well had good
producing days until the market did cellapse and the -

akbout wmid-1982 Lt had produced almost constant

b

vy £

fuli 30 or 31 days each menth, until June of 1987, The pro-
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duction only droupped down to 20 days on line.

In July, 9 days; Augqust, 24 davs:; and
September, 19 days.

Now that was the disaster that hit the
weil because the average allowable for a nonmargiral well in
July, August, and September, those months had an allowable
of 5613, 5613, and 5432, for an average allowsble of 5553,

Now if a well does not ~- if the well's
best month's production during a three month period is not
equal to the average allowable for that three month neriad
it will be classified as nonmarginal.

Now the best month's production wag 5490
with 24 days on line, buit the average allowable for the same
poeriod was 5553, so the well was reclassified as & marcinal
welli.

That didn't occur until the Hovemher
schedule but the dNovember schedule is based back to the Ser-
tember oeroduction, so 1t is reclassified effective in Sen-
tember with a zero status,

Now, 1it's a marginal well with a zero
status and 12,5292 Mcf of cgas was lost on the allowable.

Mr. Hartman's study on the left side of
the spreadsheet shows that the well lost 7792,

Now if we take Mr. Hartman's columns on
the left side and carry those forward, rather than the zerc
status that the well enjoyed under the OCC's reclaszifica-~

tion as marginal, vou'll see that the well azccumulaterd un-
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3¢
Gerage up to the point where it had 24,499 Mcf of underaqge
st the end of March of 198&3.

This followed a pericd in which the
producing days dropped 1n January of '83 down to 7.9.

February of '83 the well produced only 6
days.

It had no production in March.

Ten days in April,.

Thirteen in May.

Firnally 1in June of *83 it got a vretty
aood menth of 30 days.

The following month it was back down to
enly 14 days.

S0 guring chis period of time the
undersroduction increased.

Then we had a perloc¢ when the well
producad pretty good but the allowables were so low that it
got  some  overproduction and that erased some of that
underproducticn; however, the well finally got reclassified
£d4CK L0 a nonmarginal status.

The well enjoyed the best month that it
ever had in its entire life in December of 1983, when it
produced 10,362 darreils. Now a monthly allowable at that
time was 5801 30 we can see that the well could produce
twice a normal allowable. This is far in excess of anvy
s1lowarles that the well had had even when allowables were

3 0OG .
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Lorowe gee bhat the well had npot asbown zow

pacliine., The well is still capable of producing far in ay-
=ess of &2 previous high allowable and certainly in excess =f

ey

he current low allowables.

Well, as a resulb of this good prodaction
curing the first part of 1984, the well was reclassified az
nonmarginal but it came in with 22824 Mcf of svarproduction.,

We show under our calculation which, as T
stated a4t the beginning, only commenced with Februarv of
1980 and missed the first two months of production history,
wi show that the well had 352% Mcf of overpreductinm,

Whercas, since that time the well's b

F
]

an

H

shut 1n for six months; hasa't nroduced & thing, and we show

#

“hat 1t has now 5020 Mcf of underproduction bt the Commic-
sion's records reflect that it's s3till 19,478 overprodused.
Now, since July of 1982 the well has gro-

Y

aueed 427 days. Now that against 8%4 davs, <a

Gt

endar davs,
Juring that period o2f time. So that's exactly 50 percent ofF
the time 1s all that the well has been on the line sinne
July of 1982 when the market collapsed.

But the production during that nerind of
time was 122,192 Mcf against a nonmarginal allowable for
that zame period of time of 124,000, So while it oroducnd
unly 50 =mercent of the tire, 1t has made 38.% percent of the
allowable, even wizh the shutins that it's experienced.

30 we helisve that the well is definjtely

2 nonmarsginal well, e would recommand to the (Commisgoinn
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“hat  the status be charnged back to the time when it was rro-
~lassifi=sd as a marcginal well in September of 1982, and al-
iow that underproduction to carry forward.

0 How, Mr., Nutter, is the information con-
tained on thig exhibit displaved in graphic form on  subse-

quent exhibits?

A Yes, it is.

) Would you now go to Exhibit Mumber Two in
Cass #2361 and explain to the Commission what this exhihit
shows?

A Okav, Exhibit Two is an illustration of
what I was talking about on days on and davs off the line,

How vou'll see that in 1980 the well was
nuilding  up oversroduction during the -- up until the first
red line on the lefthand side,

Then commences the periocd of time in
which E£1 Paso and Mr. Hartman were trying to work off the
overage, so the overproduction is decreasing.

Well, then the -- the heavy black dashed
iine that goes through May of 1982 there, it's dugt to the
left of the arrow that is over the fracticn 1%%/304, that
heavy dashed line that's emphasized with red shows tha ho-
ginning »nf the market interruptions in Mav of 1982, and from
that point 20 the next red line the well was o1 the line 1%5
days out of 204 davs, or 50.9 percent of the time it was on
the line,

During that period there was a changa in
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that it

wells,

nowever, at

seems that

that was when

tal

aver J2-miliion cuble feet, 1ncreasiog Lo Lho

The f{ollowinyg period of cime Lt

out of 426 days, or 68.1 percent of tLhe

that time it built up overproauction

We'll zhow in another exhipnlt in a ninube

after the wells got classified as margi-

muntis

some of their best producing

occurred, but there wasn't any underproduction to compensato

for any

cverproduced status durign that period of time

went

R
oz 133'

I O Y o
e Conmigsion,

duced

N .
those.

G

acrosis the
A

produced

0
A

entered into

over production,

of this

T
o)

§ zZero percent on.

page,

so they built up this horrible

HNOW the last 153 davs, as the last sag-

exnlbit, and it shows it was on zere days oul

This has bean tie order oo

actually, because it was six times aver pro-
based on tne current low allcowables, sixd time:n oOver

Now, Mr. Nutter, the zero line that

Mlis

now what does that line show?

That's zero status. That's neither over-

nor underproduced.

Would that correspond to the allowsbiliesd

No, that's the -- well, the zilowable

1t, bhut 1t's a status that reflects 710w

and productior.

~
{7

when the well was classirisd nap-

n 3 -
ANG SC¢
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ginal the actual overproduction as plotted here wouild cor-
regpond with that line,

A Okay, that's -- that's where the -- the
calculiated over/under 1is the dotted line with the 1little
plack rectangles on it, and you'll see that in Zeptember of
1982, where the dotted line with the little black rectangles
hits the zero? line and stays on that zero line right across
the cnriart there.

We'll have another exhikit that shows
this in a minute, alsc, a little clearer than thls one, be-
cause this has so much information on it it's hard to see
exactly what the status of the well is throughout.

But that's what happened,. "he well got
into a zero status. It was accumuiating these “X's"  that
are underneath the dotted line but they didn't 4o any good
wihen the line went up over -- when the production line went
U over the zero line. That ~- the "X¥'s” underneath the
ZerG 1ine were of no avail.

Q would vou now —--

A Now there's attachments to thiz that show
the days przduced and the cumulative change in zach one of

tiese periods that's between the red lines on the front page

L

=f the oxhibit.

For instance, the first attarchment shows
tne pericd from £~82 through 3-83. This is what we have de-
nicted 2s being the 155/304, and the computer added it up.

It cene out tn 156 days with the computer using fractions,
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but Jduring that period <f time the well accumulated 27,172
Moef of undergroduction during that period of time,

The next attachment shows that the well
accumulated 34,2801 Mcf of overproduction all the btime that
1t was belng classified as marginal. That's in the perind
when it was on 290 out of 426 days, or 68.1 percent, but it

accumuiated all that overproduction during that perind of

time,
Now the next page shows what's hanpensd
in the most recent time. It has accumulated 17,322 ¥Mcf oF

ungerproduction to he charged against the overproduction,
pat it's 3till in bad shape because the firgt page, I mean
rhe first exhibit showed that as of the and of Ocrcoher
1384, it's still 19,478 Mcf overproduced, despite ths fao!
it's been shut in for six months, six and a half monshe,
reallvy.

i Mr. Nutter, will vou rnow go tc Sehibrit

Xumber Three in Case 8261 and review that for the “Tomris-
sion?

A Okay. Exhibit Number Threes is a compuber
slot of days produced, monthly allowable, and monthlv pro-
duction for the Custer State No. 1.

Now 1if we go over to the left side
see that for the first thirteen months the gresen lins of
production exceeds the red line of allowable.

Days produced are up at the top and thoev

wers pretty high, They were averaging 28 to 30 days & month
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eXs
Auring that period of tinme,

The next period of time the well was nro-
cucuiny less than the allowable. This is the period which we
raferred to as working off overproduction.

Then the dashed line, the vertical line
that 1s at month number 27, 1 believe it 1is, vyeah, that
would be line number 28, that 1is May of 1922, and that's
wnen the market went to pot and the line has ijust be zigzaa-
ging bacgk and forth ever since.

The well was reclassified at month number

rJ

—
{Tr
¥
]
7]
i
®
O
—
)
i1
wn
[
m
[
]
Qe
a2}
n
O
3

ad

nonmarginal to marginal and

)

during  that period of time production has exceeded the al-
lowable. Now we'r2 always referring to nonmarginal allow-
2ule, not the well's allowable, because the well's allow-
anle, of course, as a marginal well would have bs=en two
ronths previous production.

7yt  the well exceeded nonmarginal allow-
25lee some months. It was less than nonmarginal allowables

ther months. But thet was the period of time when mostly

that big amount of overproduction was built up. Thz allow-

bles are very low, too. You'll note that the red line is

AT}

[

right down near the base line of the graph, so it wasn't
hard to exceed the allowables.

Okay . Now, if we go to month nunber 47,
that's the highest month, that's the green line, that's the

Plghest month, That's the best production the well ever

had, It was 19,062 Mcf in December of 1983,
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Tne best month’'s &llowazhle was Januvery of

ivd4, tne following month, month number 48. That allowanle

80 vyou'll s=e that even late 1n the 1if:»
of the well the best production exceeds the hest =zllswahl»>
it ever had. $o we know that the well is a2 nonmarainsl w2??
basically.

Now, days produced, over here to the f:v
right of the exhikit, are down on the zero line, 23 I mep-~
tioned before, it has had no eproduction for six months, So
days produced anc production are right on the base line of
the exhibit.

O Will vou now review Exhibit Humbar Touor
1n Case 8361,
A Gkavy. Exhibit Number Four igs & three-

page exhibit.

1

t

w
-
jod
[¥e}
9]
-
bk
J
7l

The first page shows the

well under an assumed nonmarginal allowable from Pebruary of

-
LX)
<&
[V
cr

arcughn today.

We have a zero line running icross,
¥ou'll see that the overproduction, which is at the bhottom
rart uf tnhe exhibit, being the minus figures, it overpro-
duced through March of 1982.

At that time the well gets into an undar-
produced status, assuming nonmarginal allowables, and 1t
stays underproduced until January of 1984,

Then it reverses back into ths overpro-
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So we've got this overnroduced statng he-

cause of no -- because these allowables were low., %We're an-

i

£

uming a nonmarginal allowable but the -- the well avarpre-
duced a nonmarginal allowable,

Mow the next exhibit shows whar's actuzle-

Lo

y happenecd according to the Commission's records.

This shows that the well started out with
a slightly overproduced -- underproduced condition, cont
12,800 cverproduced in Pehruary of '81, and then startec
working  off the overproduction and finally <ot into an  un-~
derproduced status of about 12,000 in @mid-1982, at which
time the well was reclassified as nonmaraginal. T€ nad =n

ctatus then from September of 1982 until March of 1982, whern

That underproduction that we mentioned on
th=2 first exhibit was needed here.
Now we consolidated those two granhs in

third page of this exhibit, and you'll see how -- now,

=t ~+
2 ey
] 9

difference between those lines is that 4500 Mcf that I
referved to earlier, which the -- is the result of one sturdv
meing two months late, than starting in the other study, an?
there 1s a basic differencz of 45 or 46 or 4700 Mcf dJdiffer-~
ence.

But at any rate, it shows that Aduring the

pariod that the well accrued the underproduction from Ser=-
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tember of 1982 until Marcs of 1983, that it had zero status.,
50 now the overproduction doesn't have anytiiing to be bal-
anrced aacainst and the well is in bad shape as far as over-
production 1s concerned.
0 Mr. Nutter, would vou now move to the

novt g2t of exnibits, being those concerning the Shell State

o

Okay, Shell State is Case Number 842% and
we have Exhibit One here agaln to be considered first,

Now this 1s a little bit different situa-
vion. The previous well was classified as a nonmarginal
well from the date of first production. This was an old
leasze here that had an old well on it and it was classified
as & marginral well, as a marginal proration unit, and when
the  well came on it was capable of producing a nonmarginal

allowable but because the unit was already classified as =&

marginal unit, the well, the new well didn’'t get classified
45 a nonmarginal, The marginal status stayved with the well
for a long period of tirme,

Now you'll notice that the -- we're going
to be talking here about the assumed nonmarginal allowable,
not the monthly allowable that the Commission shows, because

that's based on marginal production, that Compission allow-

But if we compare production with assumed
nonmamrginal allowables over on the left side, we'll see

that in the first -- from the date of first production down
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through #ay of 1984, we'll gee that we had May of 1982 was
overvroduced. September and October of '82. April, Mav,
and June of 1983. July, August, and Septemher of '82, FRn-
ril, Hay, and June of 1%84. The well overproduced an allow-
able at all points along there.

So we have -- we have months and months
and months in which the well has overproduced an allowahle,
demonstrating that it is a nonmarginal well. It produced in
axcess of the average nonmarginal allowable from July 1  of
1981 == July of 1981 through June of 1982 when the allpw-
abies were normal.

If we take that period of time and aver-
age the allowables we find that the average allowahle for
that period from July of '81 through June of '82 was 12,386,

The production from the =-- the wells wes
as high as 14 -- from the two wells on the unit, the produc-
tion was as high as 14,709 in February of 1984.

S50 we see that the well is still at a
late date 1in 1984 capable of far in excess of the average
allowable when allowables were good.

Now, in order to arrive at that allowable
trom July of 1981 through June of 1982 I had to go hack to
another one of the exhibits because, of course, this one
asoesn't start in this period of time. It starts with Febh-
ruary of '82 and only goes through June of '82. Fut T went
back to one of the other exhibits to calculate what that

average allowable would have been for the twelve month par-
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iod from July of '81 through June of '32.

But the well has -~ was -- was reciassi-
fied as a nonmarginal well in March of 1984. At that period
1t had accrued 28,5 --it had a status there of 28,%00 -~
25,855 overproduction. We show that the well had & real,

s
[

ueg underproduced status from February of '£2 through March

L

wf ‘P4 of 14,425 Mcf underproduced.

MR, STAMETS: May I interrupt,
Mr. Mutter?

The well was classified as mar-
JLlrig i

A The well was classified as werginal,

neveyr carried a status.

MR, STAMETS: At the bkeginning

af 1282 and just looking at the monthly proaduction  versus

I
i)

nonmarginal allowable, 1 see one month that it produced
more. Looks like only one month in that period 1982 that it
procuced more than a nonmarginal allowable.

A Ho, no, Mr. Stamets, 1t didn't. It dig
it several times. If you look at February of 1982, it over-
produced & nonmarginal allowable by 32 Mcf. Look at the
column described monthly over/underproduction. You'll see a
number of months there with the minuses at the --

HMR. STAMETS: %Well, I'm not ~-

%

' onot -~ somehow I'm not seeing that.
A Ckay. February =-- May of 1982, the al-

lowable is 11,219.
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MR. STAMETS: Yeah.
A Productiosn is 11,251.
ME. STAMETS: Right.

A So it overvroduced.

MR. STAMETS: Right.

A The next one, you come down to September
of '¢2. Allowable is 10,865, production 11,843, and over-
production of 77H.

October, it produced 13,000 against

11,0800 for 1940 overproduction.,
MR. STAMETS: Whoops, walit a
minute. Qhkay.

A And then coming oh down into the next
sroraticn period it overproduced in April, May, June, July,
dugust, and September.

50 the well -- we carry -- we show that
the well carried underprcduction and finally got back into

an  overproduced status for one month only in  September of

188z, It got 72 Mcf over. But, of course, the Commission
wa3 carcying no status on it.

Well, now the Commission's classification
in May of 1%84 retroactive to March of 1984, what the com-

puter does, 1t adds up the allowable for the entire previous

nroration period. S0 it would be adding up allowable from
April of 1983 through March of 1984, t would also be add-

ing up production for that same period of time of April of

'93 to March of '84, and it would charge the well with that
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amount of overproduction, and obviously, the well overpro-
duced during the first six months of that proration peried
gquite substantially. It lost credit for any underpraduction
it had previously, and there were a number of moiths in
which it was underproduced, even in that proration pariod it
anderproduced a number of months.

It gets no credit for any underproduc-
tion., It only gets credit for overproduction when yvou make
a celculation of overproduced status on a reclassification.

So it ended up with 25,85% Mcf of over-
production and even since the reclassification in March of
1934 tne well has undergone some period of time in which it
hasn't hed much production. April, May, and June ware not
too werd, ranging from 27 to 29 days on line.

July only had 11 days on line.

August, only 3 days.

September, only 2 davs.

End October, 16 days.

But still it's only worked off 4000. No,
it's onlv worked off a little over 1000 Mcf of overproduc-

tion, even with those poor months of production. So it’

67}

still 1in kad shape and if allowables should get too low it's
in danger of being completely shut in.

MR. STAMETS: Well, is vour testil
ration unit should have been reclassified as nonmarginal

when the Shell State No. 5 Well was completed in ~--

MaNy ,
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A Yes, sir, because it was a margiral well.
The No. 2 Well i1s still a -~ 1s a marginal well and it
doesn't make very much.

So 1 believe that when the No. 5 was
trought on line, it was capable of producing nonmarcinal al-
lowahles. The proration unit should have been classified as
nonmarginal, and I don't believe anything has really hap-
pened to the well except experience bad pipeline dzvs since
then that would have changed its status from nonmarginal to
marginal.

So I believe the well should have a com-
vlete history from the time the No. 5 was completed January
12en, 1982, through today as a nonmarginal well, with what-
evar status those figures would show, then.

] Do you nave anything further to wmresent
S Bxblioit MNumber OGne in Case $4257?
B No, I don't believe so.

G Would vou now go to Bxhibit Numbor Two in

A QOkavy. Exhibit Number Two is the exnibit
that shows the percentage of time on and off. We see  that

over on the left side it had 100 percent producing time from
February through May of 1982. That -- it enjoved ¢cod days
there, as were reflected by the previous exhibit.

Then from the collapse of the merket in
May 2=f 19%Z tnrough March of 1983 it was on 207 out of 304

cays, or 68 percent on.
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Now 1t was accumulating underproduction,
really, at that period of time, pecause the little "X" line
1s below the zero line. So it was underproducing. GHubl khe
plackx line with the little black rectancles is on the zero
line because it's marginal, not accruing any underproduc-
cion.

Now when it got reclass ~-- then the next
veriod of time it was on 199 out of 244 davs, 81 percent of
the tiime and the underproduction was decreasing. It ogot
aven 1n  September of 1983, That was the point where we
showed that it had overproduction of 72 under our calcula-~
cions, 72 Mcf, practically a zero status.

Then we accumulated some nore underpvro-
ducuinn during the period of time, but the well was reclas-—
silfzed then in March of 1984 and immediately the overproduc-
tion, 1t zooms v to the top of the chart with overproduc-
rion, because all the underproduction that was on the 1afit-~
nand side of the chart below the zero line isn't credited to
the well, so suddenly the proration unit is overproduced and
has to be shut in.

Now the attachments show what's happened
during the subsequent periods of time. Shows that during

the first two periods it accumulated 35,000 Mcf &nd  then

b

€000 #cf, both of underproduction.
Duriag the last period it shows that it's

got 4 net change of 19,200 in the overproduced coliumn.

2 wWill you now review Exhibit Number Threze
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in Case 843457
A Ckay. Exnivit Number Three is the 20l-

ored computer plot again of allowable, days produced, &nd
production.

we divide this up into segments. We'li
see that for the first 14 months, from month one through 14,
the well was procduced under the allowable more often than
nver the allowable, Producing days fluctuated. They
weren't as even and steady as they were on some of tne other
exhibits, but for the most part the green line is under the
red line for that first 14 month period.

Then the next six months the gresn lipe
is consistently over the red line. This is the veriod of

overnroduction,

The market collapse was in May of 1483,
which would e line number four. It's the dashed line over

on the left,

$o this never had any steady period of
production before the market collapsed, that we've raferred
to several times. It's just a zigzag pattern up and down
clear across; however, I would point out that the best month
production that it ever had was month number 25, and that

green dot there is 14,709 Mcf, and that represents the

T
3
ad
@]
i

duction during February of 1984.
Now, the Dbpest allowable the gororation
ever had was in month number 24, when the allcwabile in Jan-

uary of 1984 was 15,083.
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S50 we see tiat its best month production
is almost equal to the best allowable that has ever oean as-
signed. The average production is better than the averajge
allowable.

S0 again I believe we've got a nomarginai
well here and that it should have been classified nonmar-
ginai from the beginning until the present date.

0 Will you now review Exhibit Number four
in this case?

A Okay. Exhibit Number Four is the same
thing we =-- the first graph shows the cumulative over and
under. Assuming a nonmarginal allowable we see that the
well is underproduced almost entirely throughout the 1ife of
the ~-- the lease, except that after the reclassificaticn ==
except that it does drop down into the overproduced area of
the exhibit over on the righthand side during the mid-1924,
Then 1t's back up into the underproduced side when we coin-
pare production with an assumed nonmarginal allowable,

The next chart is very simple. 1t shows
it had no status until the reclassification in March of 1984
and everything is on the negative side there. It's all
overproduced.

Now a comparison of the two, vou sea that
it's got this monstrous amount of overproduction on the
righthand side, depicted by the chart line with the niuses
on it. Now that's all overproduction, with no credit for

all the previous underproduction when the dotted line wasg

..




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

above the zero line.

So all of the underprcduction that the
well has accumulated over its life is of no benefit to it
now that it's classified nonmarginal and overproduced.

] S50 on that exhibit when we se2 the rise
in the dotted line during 1983 there was no credit given for
that underproduction that would offset the overproduced sta-
tus reflected in 1984.

A That's correct. This underproduction 1is
never of any benefit to the well -~

6] And that -~

A -- because it carried zero status being
classified as marginal.

O And that's the last page 10 Exniblit Hume-

23

ber Four in Case 3425.

A That's correct.
0 Okay.
A That's the composite of the two typs sys-

tems, the assumed allowable and the actual allowable.

G Would you now go to Case 8360, that's the
case concerning the Maralo State Well, and refer to Exhibkit
Number One in tnis case and review the information on that
exhipit with the Commission?

A Okay. Maralo State 1s Case Number 8350.
Again we have a well that first, originally came on as mar-
ginal but it was corrected right away and reclassified as a

nonmarginal well because it was recognized early in the life
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of the well that it was not a marginal well hut it was a
aonmarginal well.

Now, here again we have the case where
the well was producing from early 1980 all the way through
the preoration period, the second proration period, which
commenced in April of '80. Through the first ten months of
that period it was producing at almost maximum number of
days. It overproduced almost every month during that twelve
month period. I think there were three montns in  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 on the Conmmis-
sion's records.

The Commission shows that it reached it

[4]

maximum overproduced status that it ever had in Jaruary o

m

1981, at which point it was 23,498 Mcf overproduced.

Mr. Hartman and El Paso tihnen started to
work the well bkack into a balanced condition and the over-
producea status was gradually worked down where it finally
crossed the line from overproduction into underproduction
was in November of 1981. So this was before the collapse of
the market.

They decreased the proéuction and the
status as rar as the Commission was concerned changed from a
23,498 overproduced down to 900 -- down to 294 ¥cf of over-

production in January of 1982,




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

4

(¥4

So the well got back into balance. Than
it started accruing underproduction.

Underproduction increased on the well un-
til it was reclassified as nonmarginal -- as marcinal 1in
September of 1982,

Here again we have those same months  and
those same allowables we referred to in an earlier one,
where the allowable for the three month period of July, zug-
ust, and September, the average allowable for thcocse three
months was 5553 Mcf,

The best month's productiocn for the well
during that period of time was 4806. It didn't make the
average allowable during its best month, which ig orly 24
days, s$0 it was reclassified as marginal.

It has 6234 Mcf of over -- under =~- of
anderproduction on the Commission's bpooks and on  this
spreadsheet, which commences in February, it shows that it
had 9394 Mcf of underproduction. We're not taking into con-
sideration on our spreadsheet production during MNovenber,
December, and Januarv.

Probably these <charts should have baen
made to the date of first production in all cases but they
weren't, The study started with February, except in the
case of the Late Thomas. It does go back to the beginring.

But at any rate, the well was reciagsi-
fied as marginal. It lost its underproduction. Then went

into the bad period of time in which there was little or no
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producing days on some mcnths and other months in which it
overproduced.

It overproduced badly in August, Efeptem-
ber, OQctober of 1983; also November of '83, December of '83,
and January of '84. So it was accumulating a bad status andg
when it got reclassified, then, as a nonmarginal well in
March of 1684, it had 16,974 Mcf of overproduction.

Now we show that if we had continued *to
consider the well as a marginal well, at that time it would
have had 16,658 Mcf of underproduction. It would have just
been almost opposite to what the Commission's records show,
because the Commission records, of course, didn't give any
credit for the underproduced months but our records zare a
continuous flow cof underproduction and overproduction Zal-
ancing each other.

As of October of 1984 the Commissicn's
recerds show that the well is 17,265 Mcf overproduced.

Qur balance sheet show that it's 16,368
Mcf underproduced.

In the 12-28 months from July of 1382 ¢to
the present the well has produced a total of only 365% days
out of a total of 8%4 days. This represents 42.7 percent of
the time. Even though -~ even so, it has managed to produce
113,000 Mcf against a hypothetical nonmarginal allowhle of
124,000 Mcf, or 91 percent of the allowble.

So with 42 percent of the time on  lipse

it's been able to produce %1 percent of the allowable. So




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

it's ¢bviouasly a nonmarginal well, also.

The best months that the well evar had
were in April of 1984, which was 14,491. @YNow that's not bad
Eor a well whese production history goes all the way hack %o

AW

1972, that 1its best month's production is one of its most

rg

ecent monktns.

So it's obviously a good well and it
should be classified as nonmargina. I believe we should go
back to the beginning of this well and reclassify it nonmar-
ginal; 1f not, at least go back to the period of time when
it was reclassified as marginal in September of 1982,

. Mr. Nutter, will you now go tn Exhihit

Numher Two in Case B2E60 and reviaw that?

5
hcl

gain we have the depiction of the time
frames in the well's producing history.

We have the period of time from February
of 1981 through March of 1982, where it was working off
overage. 1t got overproduced and it was working it off,

Then the market collapse comes along in

May of 1982 and from that point through September of 1483

tne well 1s on only 192 days out of 488 days, or 39.3

percent: however, in September of '82 it was reclassified asg
nonmarginal ~~ as marginal, so the dashed line with the
nlack rectangles is a horzontal line on the zero lina, It's

horizencally  zero: howeaver, we how that the well wag

n

scaruing  underproduction because the line with the little

"X's" on it is dropping down,
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The period of recovery, e might  sayv,
wnan allowables -- or production started increasing, from
Septemsber o0f '83 through May of 1984 the well was on the
iine 83.4 percent of the time, being 227 out of 272 days,
and also during that time it got overproduced. it didn't
have any underproduction to counteract it, so it got into a
Ladly overproduced status, the one we mentioned zarlier
witich was 17,000 overproduced at the time of reclassifica-
tion,

The backup sheets for these categuori=s
and thzge time frames are attached to Exhibit Number Twe.

o ©“ill you now review Exhibit Nunber Thrae

1A 8360, LExhibit Number Two, the computer
wlot.

0 Humber Three.

A {lumber Three, the computer plot, We show

thac == this 1is over on the left side -- from mcnth 1
through month 13 1s the period of overproducticn wihere the
green line is higher than the red line. Producing days ars
up at a maximum most of the time.

The period from month 13 throuch month 292
are the underproduced times, when the green line is general-
iy below the red line.

Then we go into the market intervuptions,
w2 have the zigzags again, but for 13 straight moenths, from

wonth number 30 through month number 42 we had underproduc-
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tion, where the agreen line is l23s then the red line.

Then we go into a period where the green
line is greater than the red line,

The best month's production is menth num-
per 51, April of 1984. The production was 14,491. 1It's far
in excess of the average allowble for the life of the well,
which has been 5390. 1t's also better thar the best allow-
able, which was month number 48, and was 7542.

Sc it produced almost twice what s normal
allowakble would be and its best month of production was al-
mest  twice what the best month's allowable has been during

the life of this well.

0 Will you ncw review Exhitit Numter Four
wn Tase §I607
E Exhibit Number FPFour 1g the computer

erintout of the assumed normal allowable, cumulative Mcf o

*h

wvar or udnder under an assumed nonmarginal allowable without
reclagssification, cor anvthing.

It shows that the well cot into the over-
produced condition from the beginning of its life; that the
-- syarting in Pebruary or January of 1581 they started
working the overproduction off and finally got the well back
into balance at about early 1982.

Then the overproduced period started.
The overproductionw as worked off back to a zerc status at
about ¥ay osf 19%84.

Then underproduction sterted accruing
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If we logk at the next chart, it  shows

taat  the ovarproduction was accumulating to the maxisum 10
January of 198&1. Then the overproduction was cut back. It

reached a zers status in February of '82; got into a slight-

iy undarproduced status for a few months; then got reclassi-

fied as a non =-- as a marginal well,

Stayed warginal until it was reclassified

as nonmarginal with a substantial amount of overproduction

against

the 1ife of the well and it shows that the production an

itc,

Exhibit Humber Three is the congosite of

[aR

the assumed allowable lines coincide with =ach cother up *o

the point where it was reclassified.

go under

Then the underproduction increases 1f you

the assumed allowable, but it stayz at a zero sta-

tus if you stay on the -- with the line with the little nius

marks on it.

So vyou're not getting any credlit for the
underproduction. It carries a zero status. Then vhan 1t's
reclassifisd nonmarginal it's nhit with a monstrous amount of

overproduction.

£
ot
(@]
b3
j+
[te}
o8
H
3
(o]
o3

this exhibit, this last naye

¢f Exhnibit Number Four, Mr. Nutter, the overproduction,

shown 1in 1984 by the line that has the "X's" un it,
opinon would that have occurred if, in fect, thz

always be=en classified as a nonmarcginal well?




A No, 1if it had been classified &8s 3 non-

Al

marginal well, the line would have followed the other line.
o And the well would have received credit

for the pezriods ~-

R Well --

~ -- in which it was underproduced.

. Yeah, it would =-- it would be -- it wouid
rave reached the zero status. It would have reached a zerp
status at about May of 1984 and it would have been uvnderpro-

cduced now instead of overproduced.

11

12

13

14

15

in Case 8359, relating to the Late Thomas Teoass

Right. Would you now go to Frnibitbt Num-

o}

Now hthe Late Thomas is & cowplicetsas o

whrare Mr. Nerwmyr and ¥Mr. Stamets started discus-

allowables and these producticn figures, and 1

have tried every conceivable set of numbers to put bouether
Lo try Lo resclve this one myself, and I1'il say abt tnh2 out-
S5t that 1 think that somebody needs to sit down with Barold
anid with the C-111's and the C-115's and go all the way hack
te the first production from these new wells back in October
¢f 1981 and try to really arrive -- see if this current sta-

Lus 1s correct, because you'll notice over here, Dick, tnat

22

23

24

25

they carried tne productlion as marginal productior for =

icng while, although the well was probably a  nonmar-

T

But the amount of procduction that's heling

and  you'll see on the left side for Movemwbear of
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lggi Mortman showed that he produced 23,041 Mcf.

El Paso's report apparently showed
13,82%, and that's what's in the Commission records, unless
it was corrected.

Now, the Commission didn't pick up a
double allowable for the well for the 320-acre unit untiil

August of 1982, almost a year after the first -- after the

new well was brought in, because you'll see that the allow-

3
Md

able wuander the Commission's record, in July of 198 is
11,227. Now that's the allowble for 160-acre unit.

The following month, in Auqust of '82,
they doubled that allowable and gave it 22,4554. 30 it
finally got a 320-acre allowable, although the 320-acre unit
was agzproved by the Commission by Order Number R~6781, it
w38 a force pooling case, and that order was dated in Sep-~

tember of 1981.

MR, STAMETS: #r. Nutter, when

A 1 don't know, maybe I was the one that
heard this case, but there was something -- there was some-
thing that was drastically wrong somewhere in the records.

Now the plats were filed in Octoher of
1981. So 1 think the records were all straight but the pro-
duction reports don't jibe and you'll notice, if you come
down to the current cumulative over/under column there on
the righthand side, that in May of 1981 the Commission's

compniter shows that the lease was 19,071 overproduced.
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iow they tried to make & correction on it
and the next month it showed it was 79,000 underproducad,

The next month it's only 34,000 undarpro-
cduacec and there's no way it could have cverproduced enouqgh
to changa that figure,

So I'd 1like to just sit down sad g2
through the whole record on this thing,

MR. STAMETS: I presume that if
your ¢lient prevails in this case that you would do that.
A I would most certainly be happy tc work
with {darold and try to get a status arvived a3t  and gst this
thing straichtened out.

How, T == like I say, I've trizd ovary

coneeivable  set of numbers and I've gone to the individual
wvell prodaction reports that were filed 5»ny Hartman. I

-

haven't geone to the Bl Paso 111's, but, see, the proration
schedule was kind of fouled up, too, for awhile, bhacause it
shiowen the proration. It showed the proraticn unit as a 370

with one wall on it. Then 1t showed anocther 160-acre unit

with no well on it and some production was missing sowmeplace

along the line.

Now they may have picked it alil ug  and
got it intc that 79,000 underproduction and then found out
that that was too much underproduction and corrected it back

o 35,500, 1 don't know. It's just cne of those tlinus.

But, at any rate, at any rate, thas HNo, 2
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aell, No. 2 Welli, it was an old unit, been producing sgince
1953, the iio., 3 Well was brought on in October of 1981. The
No. 2 well was brought on in November.

Now, on this particular chart w2 havs
gone  back to date of first production, and although theso

rroduction figures on your side of the ledger don't jibe

-

with what we show on our side of the ledger, 1 believe that

e

ours are correct as far as the unit is concerned.

And we show that the first month the weld
rrad underproduction of 18,287. NMow the Commission dJidn’'t
shiow any status at all, so --

MR. STAMETS: #icht I -- zight
I intz=rrupt at this point, Hr, MNutter.

I see we have a representative
¢f ©1 Pasc Natural Gas Corpany here and just for a point of
informaticn 1°d like to ask him if he -~ if it proves neces-—
sary, would 1t be possible for El Paso to furnish us  wiun
rew production figures on the Late Thomas prcration unit, if
we have to go back to 198172

MR. KENDRICK: 1If we can iden-

tify them by well and if they're all metered separately, we
r 4 A

o
[
¥
[s3}
3

give you the lease meter number and

HMR. AYCOCK: Tk

b
o
Fy
(1]
9]
[y
i
3
b
et
L

eraeq separately. 173, it's simultaneous dedication.

A Yeah, ail metered separately.
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MR. STAMETS: Yeou may procceed,
A Okay. €o our production records go hack
to first production on these wells.

We show that the first month, in 2ctober,
that we hed 18,207 -- 87 Mcf of underproduction, whereas ths
Commission was just carrying us with a zerc status.

By ~-- by March of 1982 we¢ had acquired
23,045 #cf  of underproduction, according to ocur calcula-
tions, but when the Commission classified the well az  non-
marginal they weren't recognizing some of that previnus al-
lowahle that sanould have been assigned to the 220-~anre unit
and they only gave it 419¢ Mcf of underproduction.

Wow, they, as I said, made an =2ffort +n
sarse some sort of correction and they changed that underpro-
cuction to 79,000 in June of '82, but our calculatiocn shows
that tne well was cnly 25,0060 underproduced, or the unit waz
only 25,000 underproduced.

We were in a period where we've had most-

1y underproduction, There were a few mcnths of overporo

{n

£

0
H

tion, but 1t was accumulating underproduction during that
period of time,
It accumulated prior to the end »f the

LrQrallon

&

pete

ey

o

od, it acguired 86,892 Mcf cof underprcduction,
according to our record, but the Commission, when 1t reclas-

sifi

/]

d the well as a marginal well in March of 1983, wined
sut whatever underproduction it had. They showed 68,41% the

orevious month to that.




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

7
padt

So we 1ozt a considerable amount of

Now the well went through what I call

&
generic reclassification. That was after those allowable
hearings  in the summer of 1983. You'll remember that Joe

2

{

reclussified quite & group of wells as nonmarginal and it

did experience a reclassification of nonmargiral in August

'33, but then immediately again it went bkack to marginal

[ad]

S
i

status in October of '83 and the underproduction/overproduc-
tion picture never even changed, It didn't even last long
enouh to get a status in that period of time.

S¢ while there is a change from M to N
pack bt dMoan that period in mid-1983, or tie fall of &3,
rhere was noe real change 1n status.

8¢ when 1t was reclassified again in

srp2rienced  that disastrous period of allowables when -~--
kack in January, Februarv, and March of 1983 when the pro-
ducing days dropped to 8, 4, and 8, respectively, for Jan-~
usry, February, and March. The average allowabhle would have
nesn the average of 29,000, 26,000, and 18,0C0, but the hest
month's production was only 9657. 50 it was classified as a
marginal well, but it was definitely based because of no
croducing days, produced an average of 6.84 days per  month

during that period of time.

So producing days caused it to ba Classi-

Fied as marginal the first time, when it lost the £€8,000
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pcf,

3ince it got reclassified as nonmarginai
it came on, as I menticned, with 44,000 overproduced status,
It's experienced some pretty bad days, some bad nonths.,
Auqust and September of 1984 it had no production at  ali.
Qctober 1t only produced $§ days, but still, at the end of
Getoper  the Commission records show that itfs 59,000 over-
proguced, and that's a lot of overproductinon, especially in
view of the fact that it lost over 68,000 Mcf nroducticn.

We figure thet the well would have a sta-
tus of about 45,000 underproduced against the Commission's
record of about 58&,000 coverproduction.

G And you're talking here about the lease,
ot any of the individual wells.

A I'm talking about the prora

a2

ion unit,
yeah. You can't look at the wells here; vou have to look at
the unit status.
You've got twe good wells and one inusy
well on it.
0 would you now refer to --
MR. STAMETS: Let's go off the

record just a short second.

{Thereupon a discussion was had off tne recorad.)

[~

A Dkay, Hr. Stamets, BExhibic Number Two in

Caze 8359 shows the days on and days off during the periods
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adiustment ang prorationing.
The attachec¢ sheets show the accumulated
status change during that peried of time.

o Would you now review Exhibit Mumber Throe

3

in Ca3se 83597

o

4,

A Exhibit Number Three in Case B3E9 is the
computer plot  of the days on, the monthly alloweble and
monthily production, and while I've got lots of notes to dis-

cuss here, I'l1l 3Jjust simply say that it shows that the

H

amocunt of producing days has fluctuated widely. Tre amount
¢f atlowable has fluctuated widely, and production ras fluc-
tuated widely on the Late Thomas Lease.

O Mr. Nutter, wculd you now review Exhibit
Numizer Pour in Case B3597

A Bxhibit Number Four, the first pags is
the assumed noanarginal allowable status. 1t shows that the
well's producing history has been underproduced almost  an-
tirelv, with one exception, a very brief period in which the
production dropped below the zero line in mid-1984.

The next page shows the conditions as de-
plocted by the Commission, with those wide variations in un-
derproduction and overproductions that we discussed, whan
they were trying to make the adjustments back in 1982,

It also shows that when the well was re-

classitfised in March of 1983 as marginal, that it had no sta-

T
o
U 3
&
=3
o5
3
=
©
-t
232

came back on with a highly overproduced sta-




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

The third page of this =xnibit shows the
difference between what could have been and what nas heen
and what we're seeking to have rectified.

Q And, agailn, this exhibit shows, this last
page of Exhibit Four shows the lease substantially overpro-
duced because it did not receive credit for underprodactinn

during 1982 and 1983,

A Nco credit for all the underproguction
that had accrued.

Q And this credit was not givea because the
well was reclassified.

A And had no actual status. Thaers wag no-
thing they could assign to it. That's what wa're zgeaking
noaw, retroactive asslignment.

0 Mr. Nutter, in your opinion are the wells

on the leases which we've been discussing today truly non-

marginal wells?

A Yes. 1'd say that in my opinicn all four
of the proration units we've been discussing are nonmergingl

in character and have been nonmarginal since the date of

15

first precduction, date of recent production, because we had

i

wells that were completed back in '53. I mean during thess
Hartman years, commencing back in '7%, '30, and ‘*gi.

They've been nonmarginal chnaracter ever since they were com-
;)l&‘it@d .
There's been no decline hag zet in  on

these units. Some of tha hest production has been in recent

&
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ironths, except, of course, for the wells that have baen zcown-
wletely ashut in during recent months.

In my opinion the reclassification of the
wells from nonmarginal to marginal was in error and resulted
only from decreased producing days, not lack of ability of
the wells to produce.

In gsome cases the wells accrued large
amounts of overproduction early in their lives. HMr. Hartmzn
and the plpeline workec diligently to reduce the overproduc~
tion and even achieved underproduced status.

Then the market ccllapsed and the under-
production grew as a result of curtailed producing days.
Thne Comadssion's computer had no choice but to reclassify
the wells 4s marginal and cancel the underproduction,

In the case of the Late Thomas ths unit
was originally classified marginal for unknown reasons, pro-
zably because it's a multi-well unit, and the accounting of
wroduaction  took more than a half a year to straightern out.
I'm net sure that it's correct yet, but the unit is defin-
itely nonmarginal in character and should be so classified
irom Cctober 23rd, 19821, until now.

The Shell State lease was also coriginally
classified marginal. gain we have a multi-wall unit that
took zome special effort to get straightened out in the re-
zords, but it should also have been nonmarginal since Jan-
ugry the 1z2th of 1982.

¢ What are your recommendations in =zach of
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these cases?
A In a nutshell, I'd recommend that the
following classifications should be made:

Case 8361, the Custer State, origyinally
classified nonmarginal, reclassified marginal, feptember
'82; reclassified nonmwarginal, March '24.

This unit should be reclassified nonmar-~
ginal back to September '82 and the underproducticr cancel-
led at that time should be reinstated.

It's only had fifteen dsys production
durling the last month; zero days during the last five months
of production.

For the Shell 3tate Leass, Cave B425%. It

5 previously classified as marginal because th2 original

o

e
i dd

o

well on the unit was marginel and it still is; however, the

new well was put on line January the 12th, 1322, and wav,
and 18, a ncnmarginal well.

This unit should be classified as nonmar-
ginal, effective date of connection of the first -- of that
new well, effective January 12th, 1982, and allowed to ac-
crue underproduction against overproduction from that date
to tne present.

The Maralo State No. 1, Case £360. it
was originaily classified nonmarginal with first delivery in

November of '79.
It stayed nonmarginal until Ssotesber of

'%2 and then was reclassified marginal with loss of under-
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production.,

Very definitely a nonmarginral well and so
clagsified in ¥arch '34; however, the overproduction accrued
during the time as a marginal well, which was not compern-
sated for by previously cancelled underproduction, put the
well 1a terrible condition insofar as status is concerned.

It should be reclassified nonmarginal ef-
fective Eeptember, 1282, and the underproduction reinstated,

The Late Thomas Lease, Case B3%59%, It's

3

an «ld ororation unit, since 198983, Two new wells were dril-
led and put on the line in Cctober and Novembher, 1981.

Very confusing records as to production
and  stetus from date of new wells. Was originrally classi-~
tied merginal, reclassified nommarginal September, 'E2
classified marginal March, '82, with huge loss of underpro-
duction; reclassified nonmarginal March, '84; is wbadly over-
craduced and still carries 58,000 Mcf overproduction seven

though there's been practically no production from the well

<
~
'.J
o
-

the last three months, only five days 1in three
months, with 2585 Mcf.,

I believe a thorough analysis of the proc-
gduction history of this unit from October, 1%81, through the
pregsent should be made, and that a nonmarginal classifica-
tion =ffective date of first delivery of the new well in Qc-

tober, 1981, shculd be effected.

o Anything further?
2 Cnly to say that in bringing these cazeg
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w2 have no quarrel with the Commission or witn the pipeline.
e believe that evervyone was doing what he thought was riagnht
in this and that the computer thought that it was Joing what
it == the computer was doing what it thought was rigat.

I would only hope that the Commission

o
w2

will be inclined to speax with that cemputer and convince it
that these are good, nonmarginal wells and that 1t  zhould
treat them that way and not as a bunch of Redney ZDanger-
fi=lds.

That computer showed these wells no  re-

O Mr. Nutter, 1f this application is not

granted, what will pe the effect on the correlative riohts

o
-
o83
"
s

A well, 1t's obvious that ithe wz

v
progdced up and down. In every case that wa'wve showad hers

today the status of the wells, 1f vou locok at the whole life
of the well, is underproduced, but the status of ths wells
as far as the Commission records is concerned iz overpro-
duced, but that's because of cancelled underproductizn, and

I believe that these wells could have been kept classified

as nonmarginal and the reclassification as marginal rescind-

1]

d 1f action had been taken at that time, but as Mr. Nermyr
explained, it tock time in order to analyze it.

Now the Commission rules say that vou've
got fifteen days from the date of notification and 1 don't

know what the date of notification is. It's presunrably when
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tna  uwroration schedule comes out. Is it when vou raceive
the nroration scheadule? Is it the date the proration sche-

dule 1is puplished? They received the opreoration schedule

Py

normwally in the Midland Office, the Hartman Midland Office,
tha 13th o the 15th, s0 if it's from the date of the prora-
tion schedule, being the first of the month, you don't have
time to get a letter in.

I remember in davs gong by that laetters
wouald  ¢come in sometimes later than fifteen days and the re-
classification would be effactive, I don't know if that's
done Logay or not.

But at any rate, there's -~ the ruie pro-
vides that administratively you can get this reclassifica-
tiorn done if vou notify the Commission within fifteen davs
sfter bhaing notified of the reclassificatio

Th

113

>re's no specification as te when vyou

Y

save toe bring & hearing -- seek to have a nearing on the

0 It's only recently that the magitude o

Hy

the vroblem has been fully understood,

A And it has really ccme inte focus just

tr

recently, and so it seemns like the periods of time, even now

with this depressed market, when you'll have months that

progduce real well, Well, these are months when the allow-

i

aples have been set low. 1 guess 1t's unfeoreseen deman that
15 c¢oming back, or scmething. It just comes and goes and

it's hard to predict, and so the proration schedule doesn't
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alwavs reflect what tne demand 1s going to be that foilowlng
month, and so if there's no cushion for tne wells to fali an
and they're iust classified as marginal, they produce that
overproduction when the market comes back but therza2's no-
thing to produce it against.

o vyou're in bad snape when the day orf
reckoning comres on the reclassificaitcon back to nonmarginal.

It's an ironic thing, the best wells nave
te  he shut in because they'’re overprcduced against no -- no
allowable.

o Will Mr. Hartman'’s correlative rights he
impaired if each of these applications is not granted?

A I belisve so, because lixe I started Lo
3ay a long time agoe, the cverall preduced status, the over-
all balance status is underproducticon and 1f he's foiced o
shut the wells in further he's =-- ha's -- his undarpiocduc-
tion i3 increasing, really, as a true status, and he's los-

ing allowable.

. That he otherwise should be entitled to.

A That he otherwlise should be entitled to
sroduce,

9 Do vou believe that granting the apgplica-

tion will impair the correlative rights of other intersst
cwners 1n the area?

2 No, I can't see how it would, bpecauss
it's allowable that the wells have coming t©& thea and

should be able to produce.
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", My, Nutter, have you reviewed Lhe exhi-
bits in Cases 2361, §425, %360, and 83597

A Yes., I either reviewed them or prepared
them. Joms of them I prepared.

O witn the gualifications expressed Jdurinyg
your testimony, do they accurately portray tha status of
these «wa2lls?

& Yes, they do.

MR. CARR: At ©h

H.

S time, Mr.
stamets, w2 would offer into evidence Hartman Sxhibits One
Larough fFour in each of Cases 8361, 8425, 8380, and 83%9,.

MR. STAMETS: The exnibits will

MR, CARRK: 1 have nothing fur-

M. Nutter on direct.

e
o
I
"\
(&)
[t
5

alm ror rebuttal testimony.

CROSS EXAMINATION

Mr, Mutter, while you were on the {onmis-
siorn staff, do you recall any similar cases where allaowables
~er& reinstated back more than six months or so?

E I don't know how far back. I krnow we've
nad cases for reinstatement of cancelled underprocduction be-
vond the fifteen davs.

Now I know that there have been casoss

»
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where illarold has nade adjustments to allowable on welis that
went back more than this period, as long as this, but it was

in the casa where, like in the northwest, where deliverabil-

(24

ity tests had not been processed, and they were carried with
s for a long period of time and then we finally xad to
come 1in with a classification, go back and rectify allowble.

I1've talked to Harold about what tnis
would involve., He said it wouldn't be any monstrous task at
all to reclassify these wells and create a new status for
them going back.

But I don't recall, to answer your gues-
tion specifically, Mr. Stamets, how far back any of those

h

iave gone when reclassification was sought, and rein-

423

MR, STAMETS: Any other ques-
tions of the witness?
MR, KELLEY: I have a couple of

gquestions,

CROSS EXAMINATION
BY MR, KELLEY:
o Mr. Nutter, do you think this prcblem ex-
ists with a lot of other wells in the state?
A I don't know 1if it exists with other
wells in the state. I know it doesn't exist for very many
wells in this particular pool.

We had a tabulation that shows the number




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

73
cf nonmarginal units in this particular pool, ves.
MR, AYCCCK: Well, chere were
five of them, you may recall, i1in the hearing we had in Juno
of '31

o -

A Yeah,
MR. AYCOCK: {Inaudihle)
A Yeah, but I think that right now --
o Well, while they're searching for that,

maybe I'll askx the second question.

A I got 1it. Okay. In the -~ in the Jalmat
Tfunl there are a total -- there's a total of 22.2% proration

anits  or factor, acreage factors, that are classified as
nemrarcinal out of over 400,
S50 there's just a smidgeon of nonmarginal

proration units in the pool.

those 22.5 -- .25 vroration fag-

bty

How 0

tors in that pool that are nonmarginal, Harran has L1075 of

Alpha Twenty-One has one nonmarginala ac-

ARCO has two and a half nopmarginal ac-

Gulf has three nonmarginal acreags fac-
tors. I believe that Gulf well is a -- or, no, it's the Abl-

§

phg Tweniy-0One, it's badly =-- no, well, I don't kaow, I

won't o say. Therefs & couple of those that are 1n a Bad
state marginally or in production, and they'll e reclassi-
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in
-
&

d as marginal,

So really, this is not goiny to  affecs
any other wells in the pecol hardly at all. The mardginal
wells, the vast majority, the 400 marginal wells, g2t bheir
allowanle no matter what happens to the nonmarginal w~eils.

S0 while this may be a problem in  atney
pools, it is no big problem in the Jalmat Pool with the a2x-
caption of Hartman's wells. He's get most of the nonmar-
Jginal wells in the pool.

] Do vou think this problem arises frowm tha
computer system cr the data put in?
A I don't know. These guys have Lern

having aill kinds of nmeetings lately digscussing

Gat pProration

-t

and the systam that's used, and 1t may be an inherent crob-

[

2m 1in tne system.

It seems, it's alwayvs seeved a shams Lhat
4 wall that has underproduction, it's cancelled, and the
wells that are overproduced get production cancelled and
reassigned as nonmaryinal allowable, Them that hdags gets and
them that  hasn’'t gets nit, put it's -=- it's -- the whole
palancing system has always been kind of a nvsterious pro-
cess; it seems to work, it seems not to work, depends on how

the well's situation is at the time,

MR, KELLEY: Noy further gquas-
miong.
MR, STAMETS: Any ather




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

REDIRECT EXAMINATION
DY MR, CARR:
o Mr. Nutter, when you are talking about

walls having their underproduction cencelled, this is « uni-

e
ot

see sjtuation, ig it not, when the well has, and nas had,

-t
3
1y

arility to produce that gas?

A It's all right to take 2z well's allow-
akle that -- if he gets raeclassified as a marginal well be-
cause ha's of marginal character, that that allowable and
Five 1t to the wells that can make it, but when the well is
reclassified as marginal because of things other than the
abilaity of the well to rroduce, bhecause of day's productiorn,
becauza of Jown time when the w211 is still canable of going
on streazin and producing its allowable, this iz what's in-~

tended to be corrected, and we want to correct 1n, we'lrs

We belleve these are all nonrcarginatl
wells that should have been nonmarginal from day one.

MR. CARR: I have no further

The witness may bhe axcusad.

F

FEN

y

How lon

U

is your next wiitne

W4

ML, CARR: I don'tt Xiow.

MR. AYCOCK:

-t

ot that loncg,

DS

very sSnort.,

M, STAMETS: Tt 's  take =
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(Thereupon a recess was taken.)

MR. STAMETS: 7The hearing will
please come te order.

Mr. Carr, you may continue.

MR. CARR: At this time we cail

¥r. Avcock.

VILLIAM P. AYCOCK,

being called as e witness and being duly sworn upon i

o
oY

cath, testified as follows, to-wit:

DIRECT EXAMINATION

o %ill you state your full name ard place

of residence?

A William P, Aycock, Midland, Texas.

3 ny whom are you employed?

A Py Doyle Hartman as a consultant in con-
nection with Cases 8359, 2360, 8361, and 8425.

c Have vyou previcusly testified before this

Commission or ocne of its examiners and had your credontials
acgepted and made a matter of record?
A I have.

] Were you qualifiad as a reservoir ongine-
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ear at that time?
A Yes, I was.
Q Are vou familiar with the applications in

aacn of these cases filed on behalf of Mr. Hartman?

A I am.
0 Are you familiar with the suhject walls?
A I am.

MR. CARR: Are the witress'
qualifications acceptable?
MR. STAMETS: They arae,

0 Mr. Aycock, have v2ou analyzed the
producing capabilities of each of the wells which are the
subiect of this hearing?

A I have not analyzed them in detail =since
the haginning of onroduction, but I have analvzed them in do-
tall since the beginning of the time when detailed informa-
tion was available, which was January lst, 1982,

G In making this analysis what data have
you reviewed?

) The monthly production, the number of
days produced, the flowing casing pressure, since thease
wells are all completed on a rod pump, and the meter nras-
sure or delivery pressure that is the basis for the produc-
tion into the line.

& And vyou have done this on each nf  the
wells since January of '827?

A 1've done it for -- yes, sir, for thae
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Custer State 1, for the Maralo Stete 1, for the Late Thomas
2 and 3, and for the 3hell State 5.

I have made 20 attempt to  Analyze the
nerformance of the Late Thomas 1 or of the Shell State 2,
pecaiuse they are the admittedly marginal, pre-egxisting wells

that really don't enter into this application.

O

would vou refer to each of the wells «and
ralate %o the Conmission what your study shows congerning
the wall's producing capability?

A For Case 8361, which is the Custer Shate
1, wy aporoacin has been Jdifferent than Mr. Nutter's in this
regard,
1 havs attempted to defaraine whsi  thao

pnysical deliverability of the well was at  various times

during its life in order Lo be able Lo adasguarely  Jlapore
strate that it was capable of rates far in excexs of whast 1t
was zliowed to produce, not in the sense of allocation pur-

poses, but the physics of the situation. Was it capabie o

1

nroducing at rates considerably higher.

For the Custer State Nc. 1 the highest
wonthly production from the entire life of the well was In
tne month of December, 1983, when it produced 10,362 tcf in
31 days for an average monthly rate of 334.3 t#cf; however,
when you nermalize the previous production for the rumber of
Zays, that 13 not the highest average daily production for
the days produced.

Mr. Stamets legitimately broucht vp the




2oint was == could vou have an application hased on zhe  un=-
steady state derformance of a well as compared to itg stabe-

tlized performance, and that's one of the guestions I've at-

So in geing back and reviewiny the aonth-
iy production normalized for the number of days, I find that
in coatrast to this 334.3 in December of 1983 for <he Jusher
Statz 1, 1 nave the following:

1

10

11

12

13

14

15

16

eptember of 1983 it o

[N

b

average rate Mcf per day.

Ui

In Octobar it produced
duced at an averaqge rate of 361 Mcf per Jay

Novenber

ruary and March of

[

So for this well it is apparent  that

rhere is ot a lot of diffsrence between bthe unsteads

sktate

Tl
Yo

znd the  steady state performance and it is  alss  apdarent
that the well has excess capacity as comparsd to any =-- it

rever has neaer produced at its full physical capaciuvy #ver,

) Would you now review the informatinn <o
the Shell State --
A One more thing. The other thine that I

have Jorne 1s to toke the cumulative number of calendsr davs

Lnce May of 1982 and tne cumulative number of daye producaed
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since May 1st, 1982, and bring those forward as sums and
then take the ratio between them to see what the participa-
tion on a tire basis has been, and as you might erpect, the
nuember starts out over 90 percent in the first month and it
guickly reduces 1in the range of 60 percent for this well
where it stays through the month of PFebruary, 1982, and then

it drops down in the ranqge of 50 to 55 percent where it sub-

-

stantially stays until March of 1984, when it qgoes ba

9]
e
3

sver 60 percent, and due to the fact that the -- that the

lease has been shut in for six months here, helieve, five

P

month

9]

; fecur months -~ five months, beg vour parden, 1t's
down tc the ratio is .52, Cut of a total of %1% calerdar
davs as of November ls3t, 1984, the well haz been allousd to

rnroduce 47% days, and that's -- the ratio hetween those is

O Would you now go -=- will yo2u now  reviow

tae cdata you're prepared cn the Shell State Wells?

A On  the Sh=211 State No. & I've oonn
through the same exercise. The highest monthlv production

in the entire history of the wall was in February of 19%84,
when it produced 14,108 Mcf and it produced that in 28 of

the 2% calendar days that were in the month of Fabhruary,

Yo
1 “"\
feal

4, for an average rat= of 503.9 Mcf per day; however,
going  all the way bhack to March of 1983, it only oroduced
for 7 days. It produced 3523 Mcf, but the average rate once
again is 503 Mcf per day.

So it's apparent that the deliverahility
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as oot perceptibly declined over that period of suostéen=~

yvear, and furthermore, when the capacibty of tine

IS s
[™
ol
o
[
o
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4ell  is  computed from deliverability, from the wellheau

lowing pressure and is compared to the line pressure, what
would tuoe well put into the line at that point in time if it
were allowed to produce at capacity.

The well has never produced at cCapaciby
and has naver produced actually over about 50 to 68 perceast
of what 1t was able to produce at that time.

S the well is highly capable and hnac
weein 50 slnce the beginning of production.

As far as the participation on a tine

sa3is,  once again, this weil has had a higher participation

cactor than the Juster 3State. It starteg¢ cut above Y0 per-
cant, it did not get down toe -~ in fact, it has never been

Deiow YU percent except for one month since the peginiing.
S0  this one nas participated on o much
more, weil I deon't know whether you'd call it an equitabie
paslis, or however you would describe it, but 1t nas sharec
wiiln: better in the available time since the marketbt intmrrup-
tions began than had the previcus well, the Custer State.

The actual number, it's out of & total of

21% calencer days as of November lst, 1584, sincs day thne

sst, 1982, the well has produced on 652 days, which is 713
rabtlia,
o Will you now review the informatiovn on
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monthly
sE 1854,

for an averzsge rate of 433

it produced

1284 it produced 14 of the availlable 29 calendaer duays
duced 7050 Mcf, or 504 Mci{ per day.

50 1t is apparent, once agaln
there's very little difference in the unstzady state
steady state performance of this well. In other wor
lony  werm deliverablility 1is -~ is not greatly el

for plus or minus a 300 Mcf a

& standpoint

tighest

cent 0of what it could have,

ing this period of time,

liztla

as &

production in the

when 1t produced

£
-

sr waialch

that

On the Maralo State No. 1 the

history of the well

all 30 days, produced 14,

Mcf per day.

However, L1n

28 of the agvailable 31 calendzr dayss,

was 472 Mcf per day,

deliverability for this well.

Te find a comparable figure you

0
[y

1 the way back to May of 1980 -~ i mean,

of 18980,

when it produced 10,567 Mcf in 3

day.

S0 it's apparent that this well has

of demonstrated daily production

year, and when you compute the deliverability and
that to the -- to what was actually produced, you £i
in gemsrdl the well has produced no more than 40 Lo 5

what it was able to produ
and of course it's producsed

or 7 percent at varliods times.

it's ever produced has been within :he

nighost

was 1t April

LS I
P

3 - S
M that
and the

Maracn

5 e T
i 3avs
s, from
o - by o,
2 g -t
A &
< Ladt

conpars

IR T N e
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ca dur-

[+

down &
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when you take the time participation 1nto
account from May lst, 1982, to November lst, 1684, out of a
cotal o©f ¥15 calendar uays available the well has produced
for 42¢ of those, the ratio of which is .4€€, once avain

shiowling the variation in the time that thess welle have been

ccess to the market since the market interrugsticns

[¢1]

Wwe're &ll over the page here on the

[}
o
o)

by
o

Lhings &nd some of them we're in pretty gosd shape, and
ite this we're in very poor shape, less than &0 percent

«f  the time has the well heen allowed to produce into the

0o Mr. Aycock, would you rnow review thie in-
tormation on the Late Thomas Lease?

A On the Late Thomas Lease, Mr., Nutter's
presentation was on oa lease total basis, including all three
wf tne simultaneously dedicated wells.,

I looked at only the Late Thoumaes 2 anag 3
45 lmdividual entities and did not make any attempt to  ana-
ivze the Late Thomas No. 1.

The highest wmonthly producticn in  the
history cf the -- of the well was in the month of December,
2283, when it produced 19,260 #Mcf in 31 of the 31 available
calendaar days, for an average rate of 621 Mci per dayy how-
ever, o a short time hasis back in November, it produced

par day 1n two days for an unsteady state rate of
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Further than that, in the months of Jan-
uary throucgh May, it produced at average rates with substan-
tially full production, in other words, producing all of the
calendar days available, it produced at rates of slightly
less than from 543 to 593 Mcf per day in an irregular pat-
tern, basically declining but very slowly.

So once again it looks like, except for
very, very short term, the short term deliverability and the
long term deliverability do not ~-- once you get past a few
days the deliverabilities do not vary very greatly.

and vou go back in the life of the well
and ycu don't find numbers greatly in excess of those &1l
the way back into =-- into early °'R3. You don't £find any of
them in '82.

when you compare the capacity of the well
and what the monthly gas production has been by making the
deliverability analysis, you find out that the well has pro-
duced as little as 6 percent of what it was capable of, andg
generally produced about 25 percent of what it was capable
of, and in one month, when it produced 16,916, it indicated
it was 52 percent of what it should have produced in that
monthn.

50 the well is capable of producing over
a million cubic feet of gas a day on a long term basis, in
my opinion.

It's never come anywhere close tco that in

allowable. It's come, vyou know, up to maybe as c¢lose as
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</3rus of that, and that's as clo

[192]

e as it's ever gotton.
When you look at the participation from a

time ractor, starting with May lst, 1982, through November

\:

it

-
-

¢

lst, 1%&4, you find out that of the total of %15 calendar
cGays avallable, the well has produced for 495 of them, which
the ratio petween is 451,

S0 ohce again we have a number that's
Jown lower than we would like to see it.

The Late Thomas No. 3, a zimilav analysis
tas Deen made.

The highest praduction in the nistory of
the well in this case was in December of 1982, when 1t vro-
daced 1¢,sa7Z Mef in 31 days, for an average vate of Sob mof
s2L duay; however, whnen normalized for the number of devs, it
nas  produced in the range of 5 to 600 Mcf per day basicaliy
or  awova for the whole vear of 1983, and {for & portilon ot
Lae year of 1Y84, and further, when you compute the deliver-
iity by taking the pressures and comparing thouse to the
sressdre that it would have to buck to produce it, you
Iiad thar the well has, 1in general, has produced 30 to
percant  of  1ts capapcility and has produced as  littlie as
al0uL 7 percent at various months during this period of
Cime,

wWhen you look at the time participation,
7ou fiad out that from #ay lst, 1982, through Ociober 3lst
wi 1834, ¢f a total of %15 available calendar days, ths well

has produced for &4%4, the ratic between which is .54,
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30 vnce again, we have a relativeiy low
time participation that's been allowed for this well since
the market interruptions began.

It is my opinion, based on this analysis,
tnat all of these wells that have been discussed in Jetail,
that is, the Custer State 1, the Shell State 5, the daralo
State 1, and the Late Thomas 2 and 3, have bheen capable of
rates that were far in excess of what would have been under
the top allowable in the beginning and they still are cap-
able of this, and from a physical standpoint there is no
reason they should ever have been classified as anything but
nonmarginal.

MR, CARR: 1 have no further
guestions of Mr. Aycock.

MR. STAMETS: Any questions of
the witness?

He may be excused,

MR. CARR: That concludes our
direct case,.

MR. STAMETS: Does anyone else
have anytning thevy wish to add in these cases?

They will be taken under ad-
visement,

MR, CARR: I == 1 d¢c ha

~

fe2 a

<

closing statement.
MR, STAMETS: Oh. All right.

MR. CARR: And 1 will keep it
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grief.

Tormnission,  Mr

of &

Statermant

R
w11 Cn

vour dec
wzlls invo

LUATTINN.

They

the nonmarginal
2nad cwa're talxk
3 190 wa2lls tn
2T Rhe owells

from marg

2sult was

~E

L

this u

reingtatad.,

rha situstion

Cime

wvalnate  She

we believe fhe underproduction

mazgnitude of the prcoblemnm,

[y
-

MR. STAMETS: Very good,

MR, CARR: May 1%
. Hartman
he cancelled underproduction

The evidence presanted

ision should bhe based, we believo shows

™
L)

it

(=3

lved were always capable of nonnarg

[as
ot
s

couldn't make the non and they could

allowable assigned to the well.

The wells are truly nonmarg

ing here only about four wells cut of zhe
at Mr. Hartman operates in New Maxioo.

Due to problems in the Jas
were classified and reclassified ‘ack
inal to nonmarginal and back again, and

was the cancellation of accumulatad under

Had we applied

nderproduction within fifteen days under

But the problem w2 had was
is complicated and has taken a
to ¢ollact the data and analyze the data,

ang to

is before you today seeklng re

would have Dean gUILC

core bhai

.
1iia

g

3
Faes
[
Ve ltad
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you seeking relief.

What we're here today seeking
is an order that will protect Mr. Hartman's correlativer
rignts, which will enable him to produce allowable tc which
he was entitled and to which he would still be entitlied if
in fact the reason for classifying these wells was their
ability to produce and not fluctuaticns in the marketplace.

Now we have no gquarrel with
what El Paso has done. We have no quarrel with what anyone
has done in this case. We simply have a problem that
springs from the way the system works and we're coming he-
fore you asking you to enter an order which will protect our
correlative rights and enable us to produce gas which ws
submit we're entitled to produce.

MR. STAMETS: If there is no-
tning further, the cases will be taken under advisenent.

The hearing 1is hereby ad=

journed,

(Hearing concluded.)




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

I, R2ALLY W, PROYD, C.S.R., DO HEREBY CERTIFY
that the foregoing Transcript of Hearing before the 0il Con-
servaticn Division was reported by me; that the said traa-
scrivt ia a full, true, and correct record of the hearing,

vrepared by re Lo the best of my ability.




