Small Producers Reap the Benefits of the New Welldhd
Leased Monitoring Systems

Since the early 1980’s large producing
companies such as Amoco, Chevron, and others
have received the benefits of Well Head
Automation Systems. They also have had the
benefit of technical teams, automation teams,
and engineering groups to develop automation
systems for their production operations. These
systems showed immediate benefits including
increased production, reduced downtimes, less
overtime, environmental safety, and less
windshield time, which came fronmproving

their operations. They made the move to step out
of the paradigm of pumpers and chart recorders
and moved into the flow computer and radio
technology industry. Thus these companies have
lowered their operation costs in each perspective
field enough to justify the production of low
volume oil and gas wells.

Most small independent producers never
considered the thought of having automation and
monitoring system that would compete with the
larger producers. The cost of technical resources,
development, and long term support exceeded
the returns that have changed over the last 3-5
years. New options are available from companies
that supply the total leased solution, removing
the capital costs, technical resource problems,
and removing the long term support fears...

Thus, they no longer have to rely on the age old
pumper route, and chart recorder technology, and
taking the position “we can make this work as
long as it's possible”. This older pumper route
option limited their access to daily field reports
that are retrieved either from another monthly
system or from the pumper at a later date. They
were literally trapped in the mid 1900’s
production route of information.

Newly deployed Leased Solutionare growing

in excess of 20% a year by word of mouth from
small producers to small producers. The newly
designed systems help the producers achieve the
more efficient operational goals and in return
receive the increased production benefits.

The great thing about the total leased solution is
that the producer does NOT need to worry about;
- Flow Computers
Communications
Technical Support
Hosting Solution Software

Engineering and Development
Or Deployment

It's all part of the complete solution.

So what are the real benefits with no sales
pitch?

The benefits in the end are very simple. These
systems address the operations of the field and
focus on the limits of the existing operations.
Thus common sense presents the value on
existing operations.

Contract Pumpers-Many small producers
rely on contract pumpete inform them of
their operations on a day to day basis
(usually late in the evening), or weekly

basis. This data is gathered via touring the
sites daily, writing information down, and
making adjustments to the well that require
maintenance. The pumper’s route is defined
by his cost of business, by his availability of
time, and his knowledge of well head
production. Monitoring solutions adjust the
pumpers to once a week routes versus the
daily requirements due to near real time data
on their desk. This is not always accepted by
pumpers who don’'t embrace automation, so
they in turn reject the automation process, to
secure their routes and existing business
practices. If we look into the automation
process of the large producers, most
pumpers have become automation
technicians, which include pumper
experience, but also the ability to offer
technical assistance to the automation group.
The “pumper only” positions rarely exist in
larger companies. As with the large
producers, pumpers don't go away, they
become more efficient. Contrary to the large
producers, we find that many small
producers are run by the Contract Pumper



Companies, not the other way around. Thus
the producer is not able to enhance his
operations without assistance. Leasing
companies address this process in their
solution and address the technical support,
so the pumper does not have to become a
technician.

Chart Recorders, offers the typical
measurement point for many small
producers to view their data when the chart
is completed. The chart recorder is sent in
on a 7 day or monthly basis to 4 party

chart integration service to read the chart
and report the production. This process is
valid, but for the producer, by the time he
gets the data back, it's 17 to 45 days old if
they even look at the chart. This process
shows that the producer only considers this
process as a check meter for comparison
only. What the producer doesn't realize is
that he just identified his operation as
strictly for measurement comparison, but not
for production efficiency. In addition to the
information delay, ink pins running dry,
paper jamms, the producer isn’t notified on
his actual measurement until after the fact.
The chart below has three downtimes, and
data that's not readable on a daily basis. A
pumper data entry log for his daily route will
write down his estimated average for the
flow data. A flow computer would have
created an accurate data log that's readable
on a moments notice. An automation system
would have notified the operator his well
went down and had the data available to
view at this home or office for near real-time
performance monitoring.

In the end- the chart is older measurement
technology, meets some requirements, but
has minimal links to operations efficiency.
The larger producers have replaced most of
these charts recorders with electronic flow
computers, in the process that the data is
available quickly. The accuracy of the flow

computer is based on high speed processing
chips reading flow rates, pressures, and
temperatures in milliseconds for data storage
and calculations. The Leased Monitoring
Solutions supply this technology, without

the producer requiring the technical
resources to support the technology.

Hand Held Data Entry Technology,offers
another layer of data entry, but by it self it's
not the automation that we are looking for in
performance enhancements similar to the
large producers. Hand Held data entry
systems, remove the paper clip board, and
gives the pumper or operator of the field a
method of entering all the information at the
lease site through palm technology. Later in
the day they can then network this data to a
central system, transferring the lease site
information such as daily measurement, tank
levels, separators, etc. without having to
reenter the data again in the office. The most
efficient Hand Held technology will

integrate seamlessly with an automated
solution. This will allow all the data from

the field to reside within a unified solution
creating integrated daily reports on a central
server that can automatically be produced, to
assist the producer with his production
operations. However, this manually entered
data_doesn’show the producer his hourly
performance, downtime performance, hourly
trends, or give immediate data updates on
high volume wells in the office for field
optimization. This is why the integrated
solution with an automated solution is so
critical.

(Flow Computer Measurement companies
consider the hand entered data invalid for
custody transfer payment, due to entry
errors.)



Looking at the Production data on the

WEB- Most Leasing companies use WEB
hosting solutions to present the data for their
users. This allows the producer to have
access to their fields for production reports
with minimal software requirements on their
own PC’s. The data is also presented in
measurement summary reports,
Measurement Trend charts, Goals versus
Actual calculations, and Alarm natification.
Each morning the producer views his data,
and prepares his business for that day. The
contract pumpers that have embraced this
technology do the same. No longer does the
small producer drive by his well while the
larger producer views his well from his
office, or home. The producer can equally
increase his operations efficiencies with the
data in his system every morning.

Communications-is the life blood of the
producers return on an automation system
investment. The key to all monitoring
solutions is how quickly a producer can
receive the notification of a down system,
how quickly he can view his production
charts, and how quickly he can request data
from his producing well for operational data.

There are leasing companies that supply
total communication solutions from Radios,
Satellite, Lease Lines, GSM Modems,
dialup, or optional products that best meet a
producers field needs. This area of an
automation system will typically have the
most advanced requirements, and also may
require the most support. A strong Leasing
Company will supply both the
communication hardware and the support to
maintain this system.
How do | know if | need this system?
1. Review a producer’s charts or
EFM units and if a producer has
any downtime that exceeds 10
hours, a producer may have a need.
To calculate a return, very simply
use the below calculation. Let’s
assume that a well produces 240
MCF/day or 10 MCF/hour, and this
well occasionally goes down.
10MCF/hr x downtime =
production loss x $6/MCF= value
loss x 12 months= annual loss.
With a Monitoring System, the
producer/pumper will be notified
that a well or compressor is down,
which in turn allows the producer
or the pumper to respond in a
timely manner. Traditional drive by
patterns don't allow the producer to
address the immediate need and the
well may have been down up to 24
hours, or for days until the pumper
drives by this location. Our history
shows that downtimes can exceed
many days until the producer is
notified that his well is down.
Alarm Notification will be critical
for Well Head operation efficiency.



2. Nomination Penaltiesare a
symptom of not having data
availability in understanding
production capabilities. With the
producer viewing his field on a
near real time basis, they can
monitor their production to insure
that they meet their nomination
requirements. The WEB
technology should give the
producer the option to view their
nomination goals versus their
actual production so the producer
can view if he is in penalty range
for his system.

3. Pumpers cost’s are higher then
most Monitoring Systems, and
don’t address immediate
notification. The new monitoring
systemsreduce the pumper’s site
visits from every day, to once a
week. Thus the pumper costs are
lowered dramatically, unless more
regular maintenance is required per
well. Either way the cost is lower.
The benefit to the Pumpers are;
windshield time costs go down,
they can cover more wells per
month, and respond more quickly
to the downtime reports and
notification alarms. Both the
Pumpers reduced costs with the
responsiveness to downtime
increases production and lowers
operating costs.

Can the Producer afford this technology?

It's amazing when you look at the infrastructure
that is installed to meet the communication
requirements, developing the WEB Hosting
Solution, and the technical support requirement
of these systems. You would think to maintain
the field equipment and the hosting solution, the
costs would be unbearable. However, the cost for
these solutions can run from $35/month to
$300/month, depending on the field
requirements. Costs are different if the producer
wants to purchase all the equipment in the field
and leased the communications and hosting.
Multiple methods of agreements from 100%
leased solutions are available by the larger
suppliers.

With an average cost of $150/month/well, the
benefits to a producer are easily achieved. So if
we are to assume that he owns 50 wells, and is
considering his own system. He doesn't need to

hire a $50K technician, a $100K software
engineer, or a $75K communication technician.
He can put a total solution in the field for an
average price of $150/month/meter for 50 meters
at $7,500/month. If this sounds steep; 1
downtime a month on 50 meters with a loss of
production of 100 MCF/day/meter at $6/MCF is
equal to $30,000 per month. If only 50% of that
is actual losses, the loss is $15,000. These
Numbers are typical in the industry and have
many small producers, driving the conditions on
the 20% growth in this industry. The question is
to the small producers that are concerned about
change- “will you change your business practices
for this result”. Even low volume meters of 50
MCF/day at $6 or $7/mcf quickly payoff the
$150/month expense.

Summary- There are many proven installations
where producers benefit greatly from the New
Leased Well Head Monitoring solutions. The
new solutions are painless, installed quickly, and
have a proven history of increased production by
addressing the following operation targets;
Reducing Well Downtime

Increasing Production

Reducing Pumper Costs/well
Reducing Nomination Penalties
Increasing Pumper Efficiency
Increase Environmental Safety
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In the end, why do the large producers automate
every well in their system? Could it be that they
are getting their gas to the market quickly, less
expensively, and with accuracy to meet their
nominations?
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Author-Kevin Rohr, Director of Sales for ServiceSta
Monitoring Solutionsyvww.myservicestar.carkevin has
over 29 years of experience with automation sohstio
including 17 years with Amoco, and 11 years workiritt
custom solutions to address production optimizatisimg
common sense and not over complicating the process.




