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BEFORE THE 
OIL CONSERVATION COMMISSION 

IN THE MATTER OF: 

Application of Continental Oil Company for three 
non-standard gas proration units. Applicant, i n 
the aoove-styled cause, seeks the cancellation 
of three existing non-standard units and the 
establishiment of three non-standard gas prora­
tion units in the Jalmat Gas Pool, Lea County, 
New Mexico. One such unit Is to comprise 400 : CASE N<j> 
acres, being the NE/4 N/2 NW/4 and the N/2 S/2 
of Section 32, Township 22 South, Range 36 East. : 1889 
Another, unit i s to comprise 160 acres, being 
the S/2 S/2 of said Section 32. Another unit 
is to comprise 80 acres, being the S/2 NW/4 of 
said Section 32. The proposed units are to be 
dedicated respectively to the State A-32 Wells 
Nos. 2, 3 and 4 a l l i n said Section 32 and 
located respectively i n the SW/4 NE/4, the SE/4 
SE/4 and the SE/4 NW/4. 

BEFORE: 

Daniel S. Nutter, Examiner. 

TRANSCRIPT OF PROCEEDINGS 

MR. NUTTER: The hearing w i l l come to order, please. 

The f i r s t case this morning w i l l be Case No. 1889. 

MR. PAYNE: Case 1889. Application of Continental Oil 

Company for three non-standard gas proration units. 

MR. KELLAHIN: I f the Commission please, Jason Kellahiiji 

Kellahin and Fox, Santa Fe, representing the applicant. We w i l l 

have one witness, Mr. John Queen. 

(Witness sworn.) 
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JOHN QUEEN 

called as a witness, having been f i r s t duly sworn, t e s t i f i e d as 

follows: 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q Will you state your name, please? 

A John A. Queen. 

0 By whom are you employed and i n what position? 

A By Continental Oil Company, division engineer for the 

New Mexico division. 

Q Have you previously t e s t i f i e d before the Commission as 

a petroleum engineer and had your qualifications accepted? 

A I have. 

MR. KELLAHIN: Are the witness' qualifications accept-

aole? 

MR. NUTTER: Yes, s i r . Please proceed, Mr. Kellahin. 

Q (By Mr. Kellahin) Mr. Queen, are you familiar with tha 

application i n Case 1889 now before the Commission? 

A I am. 

Q Will you state b r i e f l y what i s proposed i n this ap-

plication? 

A The State A-32 has three producing Jalmat gas wells, 

and we wish to reallocate the acreage assigned to each one of theses 

to obtain a more equitable allowable for these wells. 
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0 Now, referring to what has been marked as Exhibit 1, 

would you discuss that exhibit, please? 

A Exhibit No. 1 is a location and ownership plat showing 

the State A-32 Lease and the area surrounding the State A-32 Lease 

is shown to consist of a l l of Section 32 i n 22 South, 36 East. 

There are three Jalmat gas wells and are shown circled i n red, 

being the State A-32 Nos. 2, 3, and 4. Gas proration units that 

are now assigned to these wells are shown outlined i n green. The 

unit for the No. 2 well consists of the NE/4 of Section 32; the 

unit for the No. 3 well consists of the SE/4 of Section 3, and 

the unit for the No. 4 well consists of the W/2 of Section 32. 

Q Now, referring to what has been marked as Exhibit 2, 

w i l l you discuss the units which are proposed to be formed? 

A Exhibit No. 2 i s a plat showing the State A-32 lease 

again, and the area surrounding i t , with the present units, Jalmat 

gas units outlined i n green i n the surrounding area. 

I t i s proposed that the S/2 of the NW/4 be assigned to Well 

No. 4, and the S/2 of the S/2 of Section 32 to be assigned to No. 

3, and the remaining acreage of Section 32 to be assigned to the 

No. 2 well. 

Q Now, referring to what has been marked as Exhibit No. 

3, w i l l you discuss that exhibit? 

A Well, i f I may, Exhibits 3, 4 and 5 are the new New 

Mexico's Oil Conservation forms for the de l i v e r a b i l i t y tests as 

conducted i n the Jalmat pool. These three exhibits show the 
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present de l i v e r a b i l i t y of each one of these wells, showing that 

the No, 4 well has the lowest d e l i v e r a b i l i t y and the No. 2 well has 

the highest d e l i v e r a b i l i t y . 

Q Now, what is the present status of the wells involved' 

A The present status of the three wells are that they are 

a l l overproduced. This was caused by the No. 4 well being reclas­

s i f i e d i n July of 1953 from a marginal to non-marginal well at the 

time the de l i v e r a b i l i t y formula was enacted. On this basis, a larg^e 

amount of what would be called overproduction, when i t was reclas­

s i f i e d , was charged against this well. As shown on Exhibit No. 5* 

this well has a very low de l i v e r a b i l i t y , and as soon as the well 

makes up this overproduction, i t w i l l immediately f a l l behind car­

rying the acreage i t now has. 

Q Will the well be able to make up the overproduction, ir, 

your opinion? 

A The well probably would not make up i t s overproduction, 

no, s i r . 

Q Do I understand your testimony correctly that the over­

production was accumulated when the accumulation was made solely 

on the basis of acreage? 

A That is correct. 

Q And with the de l i v e r a b i l i t y factor i n the formula, i s 

the well a marginal or non-marginal well? 

A Based on this one use of de l i v e r a b i l i t y alone and as 

soon as the well makes up i t s allowable, i n my opinion, i t w i l l 
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be c l a s s i f i e d as a marginal w e l l . 

Q What i s the s i t u a t i o n as to the other two wells? 

A The other two wells are also overproduced. The No. 

2 Well is the least amount overproduced, however i t ' has been 

r e s t r i c t e d . They are capable of carrying t h e i r larger assignment 

of acreage as shown i n the difference between Exhibit 1 and 

Exhibit 2. I would l i k e to c l a r i f y that statement i n that the 

No. 3 Well w i l l have the same number of acreage. A hundred 

and s i x t y acres under i t s present u n i t acreage and one hundred 

s i x t y under the proposed,a d i f f e r e n t area though. 

Q Now, Mr. Queen, at the present time and under the 

present a l l o c a t i o n , there does exist dual dedication of acre­

age i n this u n i t , i n this section, does i t not? 

A Yes, s i r k .̂ 

Q What i s t he status of the o i l wells located i n 

Section 32? 

A There are three. I should say there were three 

o i l producing wells, the State A-32 Nos. 1, 5, and 6. The No. 

1 and 5 wells are shut down and do not produce. The No. 6 w e l l 

produces fron the Jalmat horizon also, .and i n November of 1959, 

produced one hundred and n i n e t y - f i v e barifeles of o i l , and seven 

hundred and eighty-four barrels of water, and two thousand 

six hundred fourteen MCF of gas. 

Q Now, the No. 6 and the No. 3 and the No. 5 wells 

presently have dedicated to them simil a r acreage? 
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A That i s correct, s i r . Beg Pardon, s i r , the No. 

5 wel l is a shut down w e l l , therefore, i t has no acreaged dedicat 

ed to i t . 

Q But the No. 6 would have a 40-acre u n i t dedicated 

to i t which would l i e i n the same u n i t as the acreage dedicated 

to the No. 3 gas well? 

A That i s correct. That was correct before t h i s r 

request and we request i t be the same. 

Q Is the No. 6 wel l completed i n the same I n t e r v a l 

as the No. 3 well? 

A No, s i r . 

Q What i s the difference, Mr. Queen? 

A The No. 3 w e l l i s completed i n the upper part of 

the Seven Rivers formation and the No. 6 w e l l i s completed i n 

the lower part of the Seven Rivers formation, and they are d e f i n i t e ­

l y separated by a shale break. 

Q Now, that i s the s i t u a t i o n as to the acreage dedicated 

which exists through the Jalmat pool? 

A That i s correct, I do not r e c a l l the exact number, 

but there are i n excess of one . hundred dual dedications i n the 

Jalmat pool due to the same reason. 

Q In the event the application of Continental O i l 

Company i s approved i n this case, w i l l i t r e s u l t , i n your opinion 

i n a more equitable d i s t r i b u t i o n of the acreage to the producing 

welld? 
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A We think i t w i l l . I would l i k e to point out that 

under the spacing provisions of Order R-520, the locat i o n of the 

wells would permit 160 acres to the No. 3 w e l l , which we have 

r revested by administrative procedure. Also, the locat i o n of 

the No. 2 would permit the assignment of the entire section to 

the No. 2 well as a standard u n i t by administrative procedure. 

This would provide, i n f a c t , the maximum allowable f o r the lease. 

That i s , i f we were to assign the en t i r e 640 acres to the No. 2 

Well, Continental O i l Company would receive a maximum allowable 

due to the d e l i v e r a b i l i t y formula. However, to secure a more 

e f f i c i a n t drainage and to avoid the necessity of shutting 

i n wells No. 3 and 4, we would prefer the proposed r e a l l o c a t i o n . 

This would permit the wells No. 2, 3 and 4 to produce to depletic 

Q In your opinion, would that prevent waste and r e s u l t 

i n the greater ultimate recovery of gas? 

A Yes, s i r , I think i t would. 

0 Were Exhibits 1 through 4 prepared by you or under 

your d i r e c t i o n and supervision? 

A They were. 

Q One through five? 

A They were, s i r . * 

MR. KELLAHIN: At this time we would l i k e to o f f e r 

i n evidence Exhibits 1 through 5 incl u s i v e . 

MR. NUTTER: Continental Exhibits 1 through 5 w i l l 

be entei-ed. 1 

n 
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Queen? 

• the State i s the r o y a l t y owner of the 

MR. KELLAHIN: That's a i l we have, Mr. Nutter. 

MR. NUTTER: Does anyone have any questions of Mr. 

MR. PAYNE: Yes. 

MR. NUTTER: Mr. Payne. 

CROSS EXAMINATION 

BY MR. PAYNE: 

Q Mr. Queen, 

entire Section 32 — 

A Yes, s i r , 

Q — s o there i s no p a r t i c u l a r reason why the w e l l shoulji 

be brough i n t o balance p r i o r to the issuance of an order i n this 

case? A No, s i r . 

Q Mr. Queen, do you f e e l that the Continental A-32 

well No. 3 w i l l e f f i c i e n t l y drain the W/2 of the proposed unit? 

A Mr. Payne, i t would be very d i f f i c u l t to draw, to 

assign acreage a l l o c a t i o n — to state what one well w i l l drain. 

With three wells so spaced on a 640-acre section, we f e e l l i k e 

these three wells w i l l e f f e c t i v e l y drain t h i s section. Based 

on the common theory of gas migration, we would say that the No. 

3 would drain --

Q You would have to r e l y on counter drainage? 

A Yes, s i r . 

Q Perhaps this Trebol & Rodman w i l l a c tually be get t i n g 

r,one of your gas from—the W/2 of—tho proposed unit? 
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A Yes, s i r , this i s not the f i r s t . t i m e someone else 

has gotten some of our gas. 

Q Now, do you f e e l that the No. 2 w e l l w i l l be able 

to make a 40-acre allowable? 

A Yes, s i r , the d e l i v e r a b i l i t y on that w e l l i s , as 

I r e c a l l , about 3,200 MCF per day, and i t s a very good w e l l , 

i t makes ne g l i g i b l e amounts of f l u i d s , and I f e e l l i k e that w e l l 

would make a 640-acre allox^able f o r a considerable period of 

time, so I see no reason why i t would not make a 400-acre a l ­

lowable. 

Q What do you contemplate as the producing l i f e of the 

No. 4 well? The one that has the lowest d e l i v e r a b i l i t y ? 

A Well, i t would be several".years. We have not 

run any pressure decline to t r y to anticipate when this w e l l 

would reach i t s economic l i f e . A great number of these wells 

i n t h i s pool that w i l l produce a certain rate of gas do so because 

of the permeability, but when t h i s rate i s reached, they w i l l 

have what we c a l l a f l a t decline, so i t may be a great number of 

years before i t i s depleted, but t h i s i s — I Tm not prepared to 

t e s t i f y as to the estimated number of years according to my 

o pinion. 

Q Now, Mr. Queen, there are instances of dual dedication 

d i r e c t l y o f f s e t t i n g Section 32, aren't there? 

A Yes, sir, numerous. All of the wells, I believe, 

shown on this map, on this Exhibit 2, are Jalmat oil wells. T~ 



PAGE1Q 

have the production on a few of these wells and we checked several 

of them to be sure, and i t i s my b e l i e f that a l l of them are 

Jalmat o i l wells, but I could t e s t i f y as to several of them 

that are immediateAoffsets. 

Q Nov;, what led you to believe, Mr. Queen, that the W/2 

of Section 32 i s productive of gas from the Jalmat? 

A Well, we did not t r y to j u s t i f y or prove what was 

productive as to gas production as this time, since this section 

has previously to this time been assigned a f u l l 640-acre gas 

u n i t . I can t e s t i f y to the f a c t that the s t r u c t u r a l contours 

i n t h i s area run northeast to southwest i n Section 30. There i s 

a gas well there, and as previously t e s t i f i e d , the Trebol & 

Rodman, I b e l i e v e . i t i s called, the No. "Y" i s a gas we l l 

and i f you observe, the contour lines of which we do not have 

a .structure map here, theyhave indicated that the entire section 

was quite productive, however, we did not intend to prove this 

or disprove t h i s because of the previous a l l o c a t i o n . 

MR. PAYNE: I see. Thank you. 

MR. NUTTER: Any fur t h e r questions'? 

EXAMINATION BY MR. NUTTER: 

Q Mr. Queen, you stated that the No. 6 we l l was com­

pleted i n the lower Seven Rivers? 

A Mr. Nutter, I am not as thorough with my log i n t e r ­

p r e t a t i o n i n tops of formations as I should be. I have the log 

on the No.—3 w e l l and on the No. f> w a l l h p r s j pnd t h e r e i s a 
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d e f i n i t e shale break or i n t e r v a l belween the two zones. "Ths— 

No. 6 w e l l , as I t e s t i f i e d , produces seven hundred eighty-four 

barrels of water per day, xvnich i s something l i k e twenty-five 

barrels of water per day. The No. 3 well does not produce any 

pa r t i c u l a r quantity of water per day. Therefore, t h i s must be 

that they are not open i n the same i n t e r v a l . The No. 3 w e l l 

does not produce any o i l e i t h e r . I should have said f l u i d on 

No. 3-

Q Well now, the No. 6, i f i t were completed i n the low^r 

Seven Rivers as you stated, i t would be c l a s s i f i e d as a Langley 

Mattlx w e l l , wouldn't i t ? 

A Well, as I understand i t , the Jalmat pool goes 

from the top of the Tensile formation to about one hundred 

feet above the base of the Seven Rivers, and the Seven Rivers 

i s , I believe, as I r e c a l l , i s over one hundred fo o t thic-k, so 

i t s t i l l would be i n the Seven Rivers. Possibly I should t e s t i f f 

i n the middle Seven Rivers. 

Q In the middle Seven Rivers? 

A Yes, more accurately. 

Q There i s a separate separation between the i n t e r v a l 

that the Mo. 3 is completed and the i n t e r v a l i n which the No. 6 

completed? 

A Yes, s i r , there i s no d i r e c t communication between 

those two wells. 

MR. NUTTF.R; Any f u r t h e r q u e s t i o n s n f M r . QnP.Pn? 
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He may be excused. 

MR. NUTTER: 

to o f f e r i n Case 1839? 

up Case 1890. 

(Witness excused.) 

Does anyone have anything f u r t h e r they vUsh 

Take the case under advisement and take 
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STATE OF NEW MEXICO ) 
) 3S 

COUNTY OF BERNALILLO ) 

I , J. A. T r u j i l l o , Notary Public i n and f o r the County 

of B e r n a l i l l o , State of New Mexico, do hereby c e r t i f y that the 

foregoing and attached Transcript of Proceedings before the 

New Mexico O i l Conservation Commission was reported by me i n 

Stenotype and reduced to typewritten t r a n s c r i p t by me, and that 

the same i s a true and correct record to the best of my knowledg^, 

• k i l l and a b i l i t y . 

WITNESS my Hand and Seal this, the -" day of /^^tC^-* T 
I960, i n the City of Albuquerque, County of B e r n a l i l l o , State 

of New Mexico. 

<y .No tary Public 

My Commission Expires: 

October 5, I960 
I do hereby certify that" the m™/nMn* Ta 


