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MR. QUINTANA: W e ' l l c a l l nex t 

Case 8337. 

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

Schalk Development Company f o r hardship gas wel l c l a s s i f i c a 

t i o n , Rio Arriba County, New Mexico. 

MR. KELLAHIN: I f the Examiner 

please, I'm Tom Kellahin of Santa Fe, New Mexico,appearing 

on behalf of the applicant and I have one witness to be 

sworn. 

MR. QUINTANA: Are there 

other appearances i n Case 8337? I f not, w i l l the witness 

please stand and be sworn in? 

(Witness sworn.) 

MR. KELLAHIN: Mr. Examiner, 

t.his i s an a p p l i c a t i o n by Schalk Development Company f o r a 

hardship gas we l l c l a s s i f i c a t i o n f o r one of i t s wells i n the 

Easin-Dakota Pool. The hardship gas well a p p l i c a t i o n was 

prepared by Miss Claudia Short, a representative of tha t 

company from Albuquerque. Miss Short i s i n attendance at 

the hearing today. Mr. Examiner, i f there are a d d i t i o n a l 

cuestions to ask her she i s a v a i l a b l e . Our p r i n c i p a l w i t -

ress i s Mr. Al Kendrick, a petroleum engineer from Aztec, 

\ew Mexico. 
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A. R. KENDRICK, 

being c a l l e d as a witness and beinq duly sworn upon his 

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q Mr. Kendrick, for the record, would you 

please state your name and occupation? 

A A. R. Kendrick, petroleum consultant. 

Q Mr. Kendrick, have you previously t e s t i 

f i e d before the New Mexico O i l Conservation D i v i s i o n and had 

your q u a l i f i c a t i o n s as a consulting petroleum engineer ac

cepted and made a matter of record? 

A Yes, s i r . 

Q Persuant to your employment by Schalk De

velopment Company have you made a study of the facts sur

rounding t h i s a p p l i c a t i o n f o r hardship gas wel l c l a s s i f i c a 

tion? 

A Yes, s i r . 

MR. KELLAHIN: Mr. Examiner, we 

tender Mr. Kendrick as an expert petroleum engineer. 

MR. QUINTANA: He i s so consid

ered as an expert witness. 

Q Mr. Kendrick, would you please r e f e r to 

the p l a t that's marked as E x h i b i t Number One and i d e n t i f y 

f o r us the two wells that are indicated on that p l a t , and 
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i d e n t i f y which of those two wells i s the subject of t h i s 

application? 

A The subject w e l l of t h i s a p p l i c a t i o n i s 

bhe Schalk 62 No. 1 we l l located i n the southeast quarter, 

southeast quarter of Section 33, Township 32 North, Range 5 

'tfest. The other w e l l shown on E x h i b i t One i s the Schalk 62 

No. 1 Well located i n southwest quarter, southwest quarter 

of Section 33, Township 32 North, Range 5 West. 

The other we l l shown on E x h i b i t One i s 

Lhe Schalk 63 No. 1 located i n the southwest quarter 

southwest quarter of Section 34 of Township 32 North, Ranqe 

5 West. 

Ex h i b i t One was presented to show the extreme near

ness of these two w e l l s , and my testimony today i s going to 

oe about both of these wells to show t h a t we have a s i t u a 

t i o n i n the Schalk 62 No. 1 which i s very s i m i l a r to the 

s i t u a t i o n t h a t existed i n the Schalk 63 No. 1. And as the 

evidence develops I think y o u ' l l understand why we want to 

t a l k about two w e l l s . 

Q The Schalk 63 No. 1 w e l l i s c u r r e n t l y an 

abandoned wel l i n the Basin-Dakota Pool, i s th a t not true? 

A Yes, s i r . 

Q The Schalk 62 we l l i s the well that i s 

-laving d i f f i c u l t y maintaining a producing status i n the 

3asin-Dakota gas pool? 

A Yes, s i r . 

Q Are both these wells completed i n corre'.L-
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ativ e portions of the Basin-Dakota Pool? 

A Yes, s i r . 

Q Let's go then, Mr. Kendrick, to what has 

been marked as E x h i b i t Number Two, which i s the n a r r a t i v e 

summary of the operator's d i f f i c u l t i e s w i t h maintaining pro

duction on the Schalk No. 2—62 w e l l . And rather than have 

/ou read the four pages of n a r r a t i v e , l e t me ask you f i r s t 

of a l l to describe f or us the i n i t i a l i n c i dent i n May of 

1982 t h a t was the beginning of d i f f i c u l t y f o r t h i s p a r t i c u 

lar w e l l . 

A In May of 1982 the Northwest Pipeline 

people shut the w e l l i n so they could repair t h e i r dehydra

tor on t h i s l o c a t i o n . After about a week of remedial action 

on the production u n i t the shut-in pressure of 335 pounds 

was measured on the tubing of the Schalk 62 No. 1, and 736 

pounds was measured on the casing. 

An attempt was made to unload t h i s l i q u i d t h a t had 

.accumulated i n the tubing and that was not successful. So 

•:he well was produced on the casing and gas bubbled up 

•through the water i n the wellbore from May of 1982 u n t i l 

August of 1982. 

Q Because of the Northwest Pipeline's ac

t i o n i n s h u t t i n g o f f t h i s w e l l to repa i r t h e i r dehydrator, 

what—had the w e l l loaded up i n the tubing and the operator 

was not able to produce the w e l l through the tubing? 

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

Q A l l r i g h t . What then did the operator do 
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in an e f f o r t to restore production i n t h e i r well? 

A In August of 1982 they c i r c u l a t e d the 

rfater out of the w e l l w i t h nitrogen, or attempted to c i r c u 

l a t e i t out. But the c i c u l a t i o n was not successsful. The 

^ e l l soon logged o f f on the tubing production and so they 

nad to continue producing the w e l l through the casing. And 

•y producing the w e l l through the casing, bubbling the gas 

jp through a column of water i n the anulus, the well did not 

oroduce at a high enough rate to clean the water out of 

the w e l l bore. 

Q A l l r i g h t . Then i n September of '83 what 

action did the operator take i n attempt to e i t h e r c o n t r o l or 

r e c t i f y the f l u i d problem t h a t was being experienced i n t h i s 

we 11 ? 

A They moved a workover u n i t on the loca

t i o n and swabbed the w e l l f o r three days i n an attempt to 

remove the water and cause the w e l l to produce b e t t e r . 

This was unsuccessful so they acidized the w e l l and 

they swabbed one day and managed to cause the w e l l to un

load . 

Q A l l r i g h t . Let's go back and t a l k about 

the f i r s t swabbing incidents t h a t took place i n September 

L3th, 14th, and 15th, then, i n 1983. During th a t period of 

:ime how many d i f f e r e n t or t o t a l swabbing runs were a t 

tempted by the swabbing u n i t ? 

A Apparently about nine t o t a l swabbing runs 

on three consecutive days there. 
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Q A l l r i g h t , s i r . And was the operator, 

wit h the swabbing runs, able to restore production through 

the tubing? 

A For a short time. But the w e l l only 

produced 2,114 Mcf during September through December of 

:.983, and logged o f f again. 

Q A l l r i g h t . With the f i r s t swabbing ef

f o r t i n those three days i n September of '83 being unsuc

c e s s f u l , what then did the operator attempt to do to restore 

production i n tha t well? 

A They ran a sinker bar i n to see i f the 

tubing had been plugged up w i t h some kind of scale and found 

th a t i t had not. And so they swabbed again and the well 

would come on and flow but then i t would log o f f a f t e r a few 

ninutes. 

They swabbed again the next day and the well flowed 

for an hour, or they l e t i t b u i l d up f o r an hour and then 

nade s i x more swab runs then the w e l l j u s t did not come 

around. But i t did make a l i t t l e over 2,000,000 feet over 

the l a s t four months of 1983. 

Q A l l r i g h t . Then what happened with the 

well? 

A They ran a packer and swabbed some more 

and acidized the w e l l . And they j u s t couldn't get the we] 1 

to come back. I t logged o f f i n the l a t t e r part of 1983 and 

:.t's been shut-in from December of 1983 u n t i l September of 

1.984. In September of 1984 the w e l l was swabbed i n again. 
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Q A l l r i g h t , i f we skip through the f i r s t 

four pages of E x h i b i t Number Two and t u r n to the l a s t page 

of E x h i b i t Number Two, then there i s a summary of the reme

d i a l action taken by the operator i n 1984? 

A Yes. 

Q This then would be the second swab a t 

tempt by the operator over a period of time? 

A Yes. 

Q A l l r i g h t , s i r . Describe what the opera

tor d id here. 

A They swabbed the we l l and i t seemed to 

unload. So they l e f t the w e l l open overnight. They got on 

the l o c a t i o n l a t e i n the day and swabbed the wel l and i t un

loaded some, so they l e f t i t open overnight to the p i t . 

When they returned the next day the wel l was 

flowing to the p i t . They shut the w e l l i n f o r a 6-hour 

pressure build-up and recorded 1165 pounds f o r a 6-hour 

pressure build-up. 

They produced the we l l i n t o the p i p e l i n e f o r two 

hours, and the we l l made 27 Mcf during those two hours, but 

the tubing pressure reduced to 350 pounds. They shut the 

well i n while the tubing pressure was above the pi p e l i n e 

pressure so tha t the w e l l would not be logged o f f again. 

After leaving the w e l l s h u t - i n overnight, they 

found 1045 pounds on the tubing, turned the wel l i n t o the 

Line f o r three hours, and produced 57 Mcf during that three 

hour period. 
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Subsequent to t h a t they have been producing the 

wel l about three or four hours a day. The lowest production 

was about 27 Mcf on September the 5th. The most production 

Ln one day has been 57 mcf per day on the 6th, but the sub 

sequent days the we l l has produced around 35 to 45 Mcf per 

day, i n three or four hours. But the we l l i s shut i n each 

day before the tubing pressure gets down to the p i p e l i n e 

pressure. And so f a r t h i s has been working as a successful 

attempt to produce the we l l without i t logging o f f . 

Q Let me ask you some recommendations, Mr. 

Kendrick, wit h regards to how you would recommend a hardship 

a p p l i c a t i o n order be entered th a t would allow t h i s w e l l to 

•produce at a rate t h a t would continue i t s production at a 

point above t h a t at which i t w i l l log o f f . Let me have you 

summarize generally how you would propose to produce the 

well to avoid the logging o f f problem. 

A To avoid the logging o f f problem, I th i n k 

the w e l l needs to produce d a i l y . I t has to produce long 

enough to remove some of the l i q u i d accumulation at t h e - - i n 

the r e s e r v o i r at the base of the w e l l . 

Q A l l r i g h t , when we t a l k about produce 

d a i l y , we're t a l k i n g about seven days a week? 

A Seven days a week. 

Q And how many hours each day does the 

operator have to produce the we l l to avoid the logging o f f 

oroblem? 

A Based on the experience on September the 
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5th, the wel l produced no l i q u i d s during the f i r s t two and a 

h a l f hours, or two hours and twenty minutes. So the w e l l 

should produce three or four hours so that i t would unload a 

slug of the l i q u i d s i t has accumulated at the base of the 

well and make room f o r the next day's l i q u i d accumulation. 

And t h i s would allow the well to produce up to 50 or 60 Mcf 

at t h i s time. I t may be tha t a f t e r some cleanup th a t the 

well might produce up to 100 Mcf a day. 

Q A l l r i g h t , generally producing the w e l l 

three or four hours a day, seven days a week i s going to 

r e s u l t i n production at ranges between 50 and 60 Mcf a day? 

A At t h i s time t h a t would be a maximum 

r a t e , not a minimum r a t e . 

Q Okay. At some point l a t e r when the 

r l u i d s are cleaned up, the operator may experience a maximum 

rate up to about 100 Mcf a day? 

A Yes. I f market conditions improve mark

edly and the p i p e l i n e pressure i s reduced, there might'fe oc

casions t h a t we would produce up to 100 Mcf per day, but I 

thi n k t h i s would be a top l i m i t . 

Q A l l r i g h t , s i r , l e t ' s look at the bottom 

Mmit or the minimum producing rate t h a t you would recommend 

for the w e l l . 

A I th i n k the minimum rate should be estab

lished i n the range of 35 Mcf. 

On September the 5th the w e l l only pro

duced 27 Mcf but i t produced only two hours. By producing 
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Lt three or four hours, the experience has been since then 

that the w e l l would produce i n the range of 35 to 45 Mcf, so 

[ t h i n k i n the range od 30 or 35 Mcf minimum would be a f a i r 

number. 

Q Let me ask you t h i s , s i r . What i s the 

Northwest Pipeline operating procedure t h a t c u r r e n t l y pre

cludes t h i s w e l l f o r being operated and produced without a 

hardship gas w e l l order entered f o r the well? 

A The procedure t h a t I've experienced 

Northwest's operation i s t h a t they issue p o s i t i o n numbers 

for a month at a time and these numbers are issued, I t h i n k , 

.around the 20th by Northwest Pipeline. 

They select number ranges among the as

signed numbers and t u r n those wells o f f f o r a month at a 

time, and we learned back i n 1982 t h a t seven days was too 

Long to shut t h i s w e l l i n . 

So the w e l l cannot experience a t h i r t y -

day shut-in without having to pay someone to do remedial ac

t i o n to get the well to unload again, even to the atmo

sphere . 

Q Has Northwest Pipeline shown any w i l l i n g 

ness to accommodate the operator f o r production of t h i s well 

to allow i t to sustain some minimal producing rate i n the 

absence of a hardship order being entered f o r the well? 

A No, s i r . Our experience wi t h the North

west Pipeline people i s t h a t they do not wish to cooperate 

wit h anyone i n producing a w e l l . 
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Q Let me ask you t h i s , Mr. Kendrick. Is 

this simply one w e l l of a great number of wells i n the Basin 

Oakota i n t h i s p a r t i c u l a r area th a t i s i n a s i m i l a r s i t u a 

t i o n or i s t h i s a w e l l that's unique and unusual unto i t 

self? 

A I t h i n k t h i s w e l l i s one of two wells i n 

-his immediate area that have a problem. 

Q What's happened to the other well? 

A The other w e l l i s abandoned as f a r as 

producing from the Dakota formation i s concerned. 

Q A l l r i g h t , and why i s th a t w e l l aban

doned? 

That's the Schalk 63. 

A That's the Schalk 6 3 No. 1. 

Q We'11 go i n d e t a i l i n a minute as to why. 

A That we l l was not salvageable as a pro

ducing w e l l . 

Q Okay. I t logged o f f because of f l u i d s 

and the operator was unable to restore production by swab

bing, t r e a t i n g the w e l l d i s p i t e the s i g n i f i c a n t expenditure 

of i n access of $100,000? 

A That i s c o r r e c t . 

Q Before we leave the No. 62 Well, Mr. Ken

d r i c k , l e t me go back and have you summarize for us your 

opinions w i t h regards to whether or not the operator can 

take a mechanical action on the w e l l t h a t w i l l eliminate or 

reduce the l i q u i d problem, and i f y o u ' l l note on page three 
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of E x h i b i t Number Two, the operator has supplied an entry 

wit h regards to some of the kinds of things t h a t might be 

done. 

Let me f i r s t of a l l suggest to you 

whether or not you have an opinion t h a t the operator could 

put a plunger l i f t i n the w e l l and thereby reduce or avoid 

the l i q u i d problem. 

A I t does not solve a l i q u i d problem. A 

plunger l i f t , or free p i s t o n i s a mechanical means of 

(j e t t i n g greater hydraulic e f f i c i e n c y to l i f t l i q u i d s out of 

a w e l l , but t h i s w e l l at the present time has a l i q u i d r a t i o 

too high to l i f t e f f i c i e n t l y even w i t h the free piston i f 

:.t's l e f t i n the w e l l . 

A free piston was i n the w e l l and i t came 

apart and they had to t r i p the tubing to recover the pieces, 

but when they put the wel l back to producing without the 

free p i s t o n i t produced as w e l l without i t as i t did w i t h 

: . t. 

So i t ws not a successful attempt. 

Q A l l r i g h t . The operator t r i e d the 

plunger l i f t or the piston l i f t . What i s your opinion w i t h 

regards to the reasonableness of t r y i n g to reduce the siz;e 

of the tubing? 

A Based on experience i n the o f f s e t w e l l 

where the tubing f i l l e d w i t h a calcareous material or scale, 

that would hasten the process of the tubing scaling up to 

reduce the size. 
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Q In your opinion would reducing the size 

of the tubing be a method to c o n t r o l the f l u i d production? 

A No, I don't t h i n k so. I think the w e l l 

makes too much l i q u i d f o r the tubing reduction, tubing d i a 

meter reduction to be e f f e c t i v e . 

Q A l l r i g h t . Let's go now to E x h i b i t Num

ber Three, which i s a t a b u l a t i o n of the expenditures the 

operator has made on the 62 Well and have you describe t h i s . 

A The e n t r i e s shown as Chemical Consul

t a n t s , Incorporated, or UniChem, Incorporated, are costs of 

soap applied to the w e l l to foam the water and attempt to 

cause i t to produce as a l i g h t e r column and remove t h a t from 

the wel1. 

Aside from the cost f o r soap, the expend

i t u r e s i n 1982 were $1709 f o r H a l l i l b u r t o n ' s t r i p to c i r c u 

l a t e the w e l l w i t h nitrogen to remove the l i q u i d , which was 

unsuccessful. 

In 1983 the costs other than soap was 

S9947.50 f o r the packer, the swabbing u n i t s , Bayless' work-

over u n i t , t r u c k i n g charges, and the acid. 

In June of 1984 — w e l l , the early part 

of 1984 some a d d i t i o n a l soap was bought. 

The b i l l i n g f o r the swabbing u n i t i n Sep

tember was not included on t h i s p rice l i s t . Apparently the 

invoice has not yet been processed but I would estimate t h a t 

to be i n the range of $2000 - $2500 fo r two days with a 

swabbing u n i t at t h a t time. 
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So the t o t a l p r i c e f o r other than soap at 

t h i s time i s going to be i n the range of $13,700 to $15,000 

that has been expended on t h i s w e l l i n the l a s t two years i n 

an attempt to cause the w e l l to produce. 

Q A l l r i g h t , s i r , l e t ' s go to E x h i b i t Num-

oer Four and have you describe t h a t f o r us. 

A E x h i b i t Number Four i s a schematic cross 

section of the current w e l l completion. I t shows the packer 

Ln the hole at 7,505 f e e t ; our top p e r f o r a t i o n at 7,862; the 

bottom p e r f o r a t i o n at 8,075 f e e t ; and the -- excuse me, the 

oottom p e r f o r a t i o n at 8,106 f e e t . The tubing i s landed at 

3,075 feet w i t h a seating nipple i n i t so t h a t the w e l l can 

be swabbed, i f necessary. 

Q Sometimes an operator i s able to reduce 

or eliminate a waterflow problem by squeezing o f f e x i s t i n g 

perforations or s e t t i n g a packer and r e p e r f o r a t i n g the w e l l 

at a higher l o c a t i o n . 

In your opinion as an expert, Mr. Ken

d r i c k , i s t h a t a v i a b l e a l t e r n a t i v e f o r t h i s well? 

A No, s i r . 

Q Why not? 

A When the Dakota formation i s stimulated 

by f r a c t u r e t r e a t i n g the producing i n t e r v a l s i n the reser

v o i r are interconnected w i t h the f r a c t u r e and s e t t i n g a 

bridge plug or cement plug i n the bottom p o r t i o n of the 

wellbore to squeeze o f f part of the p e r f o r a t i o n s s t i l l does 

not eliminate t h a t part of the r e s e r v o i r a v a i l a b l e to the 
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wellbore because of the f r a c t u r e communication outside the 

wellbore, and i t i s not e f f e c t i v e . 

We'll show tha t i n the 63 No. 1 Well. 

Q The operator attempted t h a t very t e c h n i 

que i n the o f f s e t t i n g 63 Well and was unsuccessful? 

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

Q A l l r i g h t , s i r , l e t ' s go to Ex h i b i t Num

ber Five and have you i d e n t i f y t h a t f o r us. 

A E x h i b i t Number Five i s a recap of the an

nual and cumulative production h i s t o r y of the two w e l l s . 

3oth were f i r s t -- or the 62 No. 1 Well was f i r s t delivered 

in 1974; the 63 No. 1 was delivered i n ear l y 1975; and these 

numbers were taken from the New Mexico O i l and Gas Engineer

ing Committee report and show the annual and cumulative 

i/alues of production f o r each of the wells up to 1984 . 

The 63 No. 1 Well d id not produce i n 

1984. The 62 No. 1 Well d id not produce u n t i l September of 

1984, so the production values f o r t h i s year are not shown 

3n t h i s e x h i b i t . 

Q A l l r i g h t , s i r , and Ex h i b i t Number Six i s 

the graph. Would you describe th a t f o r us? 

A E x h i b i t Number Six was prepared by Mr. 

Svans, who i s the f i e l d man f o r Schalk Development. 

The bottom l i n e of dark shading i s a gra

phic d e p i c t i o n of the monthyly production and t h i s i s f o r 

-.tie 6 2 No. 1 Well. 

The narrow, hard l i n e above tha t i s a 
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monthly p i p e l i n e pressure average f o r each month. 

The h o r i z o n t a l l i n e of four d i g i t s i n 

there, the bottom two are the number of days during t h a t 

month that the w e l l was open to the p i p e l i n e to produce; the 

top two numbers are the number of days i n the chart period 

to r the month; f o r instance, the l e f t end of i t i s 32 and 

32, so the we l l produced 32 days of 32 possible days. 

On the r i g h t end i t shows a zero f o r the 

number of days produced and 30 days as the number of days j.n 

the measurement by the p i p e l i n e company f o r tha t month. 

Q Were Exhibits Five and Six used by you i n 

preparing a c a l c u l a t i o n of the reserves th a t were s t i l l to 

be recovered by the No. 6 2 Well? 

A E x h i b i t Number Five was used. Number Six 

was not used by me. 

Q A l l r i g h t , s i r , l e t ' s go to Number Seven, 

then, which i s the reserve c a l c u l a t i o n s . 

A Reserve c a l c u l a t i o n s are a very simple 

approach to the reserves. 

2012 pounds was the reported pressure 

measured May the 28th, 1974, before the we l l was f i r s t 

cielivered i n t o the l i n e . 

1165 was the pressure measured on 

September the 5th, 1984, a f t e r a six-hour s h u t - i n . 

The d i f f e r e n c e i n those two i s the amount 

of pressure depleted. Since th a t i s a six-hour shut-in 

pressure I'm using a conservative number. 
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The Engineering Committee Report showed a 

cumulative production of 221,588 Mcf. Dividing the volume 

by the pressure I f i n d the Mcf per pound of 261.6 Mcf per 

pound of pressure loss. 

I f we c a l c u l a t e 100 pounds abandonment 

pressure, using the 1165 pounds measured on September the 

5th, minus 100 pounds, we would s t i l l have 1065 pounds re

t a i n i n g usable pressure. 

I f I m u l t i p l y t h a t times the 261.6 Mcf 

per pound, we wind up w i t h 278.6-million feet remaining r e 

coverable reserves. 

I f v/e c a l c u l a t e production at the rate of 

30 Mcf per day, we'd di v i d e the 50 Mcf per day i n t o the v o l -

jme and wind up w i t h f i f t e e n years production l i f e l e f t i n 

the f i e l d , or i n the w e l l , at 50 Mcf per day, and at t h i s 

month's s t r i p p e r price of $4 and 6.6 cents per Mcf, the 

value of the remaining reserves i s over $1.1 m i l l i o n . 

Q Mr. Kendrick, when you compare the value 

of the remaining recoverable reserves to the cost to the 

operator of having to undergo the economic consequences of 

swabbing the w e l l every month when they want to restore pro

duction, the we l l i s s t i l l economic i f the operator has to 

swab the w e l l . 

A That's t r u e . 

Q A l l r i g h t . 

A That i s , i f you consider economics to r e 

ceive more money than you pay out f o r services, but when you 
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reduce the gross receipts by taxes and r o y a l t y , i t may be a 

break even s i t u a t i o n . But i t ' s possible he would make a 

small p r o f i t . 

Q Let me ask you t h i s . I f the Commission 

does not allow t h i s w e l l a hardship order and the operator 

has to continue to swab the w e l l back i n t o production every 

month, do you have an opinion as to whether or not at some 

point i n the l i f e of the w e l l you could not restore produc

t i o n by swabbing? 

A Yes, s i r , I'm confident t h a t the point of 

no r e t u r n would not be f a r away. 

Q Do you base t h a t upon an analysis of any 

of the other wells i n the area? 

A Yes, s i r . 

Q A l l r i g h t . 

A Based on the 63 No. 1 Well, I thi n k t h a t 

th i s operator has experience to know t h a t the s i t u a t i o n may 

not be a p r o f i t a b l e venture. 

Q So l e t ' s t u r n then to the e f f o r t s the 

operator has made to keep the other w e l l , the 63 Well, i n 

production without the b e n e f i t of a hardship order. 

A A l l r i g h t , s i r . 

Q I f y o u ' l l t u r n to E x h i b i t Number Eight, 

then, and describe f o r us what the operator's done. 

A E x h i b i t Number Eight i s my recap of the 

::ield reports f o r remedial a c t i o n performed on the Schalk 63 

No. 1 Well. 
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In 1978 the wel l was c i r c u l a t e d w i t h 

nitrogen several times. They ran an impression block and 

found the tubing plugged. They t r i p p e d the tubing and r e 

moved the plugged tubing, acidized the wel l to get r i d of 

the scale i n the casing and i n the p e r f o r a t i o n s , put the 

well back on the p i p e l i n e . I t f a i l e d to produce. They a t 

tempted to c i r c u l a t e the wel l again wit h nitrogen, which was 

not successful. 

They set a tubing plug i n the well and 

started to p u l l the well and the well s t a r t e d unloading so 

they unloaded the w e l l w i t h the re s e r v o i r energy, then t r i p 

ped the tubing and ran i t back on a packer; attempted to get 

the w e l l kicked o f f and i t f a i l e d to kick o f f . 

They acidized i t again and attempted to 

kick o f f , or they attempted to b a l l o f f by pumping acid and 

b a l l s i n the wellbore but the b a l l s apparently d id not seat 

on the p e r f o r a t i o n s , meaning t h a t the res e r v o i r was i n t e r 

connected outside of the casing. 

They swabbed the wel l again and the w e l l 

did produce a l i t t l e b i t and did not produce i n 1978 a f t e r 

t h i s , economically. 

Aft e r the remedial action the t o t a l pro

duction had been 45 Mcf. 

Q The operator continued wi t h t h i s cycle of 

having his production c u r t a i l e d , the wel l logged o f f , and 

having to go back and swab and acidize and t r e a t and t r y to 

restore his production i n t h i s w e l l to some point when the 
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we l l would no longer produce despite the swabbing e f f o r t s . 

A That's t r u e . 

Q When did tha t occur? 

A E s s e n t i a l l y i n 1978, the wel l e s s e n t i a l l y 

q u i t producing. 

Q At the time i t stopped producing, i n your 

opinion were there recoverable gas reserves underlying t h i s 

t r a c t that could have been produced had t h i s w e l l had the 

•benefit of a hardship order, as we're seeking f o r the other 

we 11 ? 

A Yes, I t h i n k i t could have produced 

a s u b s t a n t i a l amount of those reserves. 

Q Let's go to E x h i b i t Number Nine and have 

you t e l l us what the t o t a l the operator spent on the 63 Well 

i n an e f f o r t to continue to produce th a t w e l l . 

A The t o t a l production or excuse me, the 

t o t a l remedial action spent i n 1978 and 1981 and 1982 on the 

Schalk 6 3 No. 1 Weil was $114,154. 

Q The t o t a l expenditure on the 63 Well was 

j;il4-what? 

A $114,154 to t r e a t the wel l and wind up 

wi t h a wel l t h a t was logged o f f and would not produce. 

Q Have you received, Mr. Kendrick, ar.y 

objec t i o n from Northwest Pipeline to Schalk's a p p l i c a t i o n to 

have t h i s well granted a hardship w e l l application? 

A No, s i r . 

Q Let me ask you to i d e n t i f y f o r us Ex h i b i t 
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Number Ten and t e l l us what tha t i s . 

A E x h i b i t Number Ten i s a lo c a t i o n p l a t 

showing the wells i n the area of these two w e l l s ; these two 

wells being the only two Dakota wells shown on the p l a t . 

The d r i l l t r a c t f o r the 62 No. 1 Well i s 

the south h a l f of Section 33. 

There i s one Gallup we l l and four Mesa

verde wells shown on t h i s p l a t i n Township 32 North, Range 

5, and i n Township 31 North, Range 5, or portions of those 

townships on t h i s p l a t . 

Q Based upon your i n v e s t i g a t i o n , then, the 

current No. 62 Well appears to be the only Basin Dakota w e l l 

i n the area th a t could be subject to t h i s kind of l i q u i d 

problem. 

A Yes, s i r . 

Q There are simply no other w e l l s . 

A Yes, s i r , that's c o r r e c t . 

Q A l l r i g h t , s i r . Would you r e f e r to Exhi

b i t Number Eleven, then, and i d e n t i f y t h a t f o r us? 

A E x h i b i t Number Eleven i s a copy of the 

well l o c a t i o n and an acreage dedication p l a t f i l e d w i t h the 

In t e n t to D r i l l on what i s now the Schalk 62 No. 1 Well. 

Q A l l r i g h t , s i r . Were Exhibits One 

through Ten e i t h e r compiled by you or obtained from the 

f i l e s of Schalk Development Company? 

A Or from the New Mexico Engineering Com

mittee Report, yes. 
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Q A l l r i g h t . Let me ask you t h i s i n con

cl u s i o n , Mr. Kendrick. 

Based upon your knowledge and extensive 

experience i n the Basin Dakota and your study of how the 

operator has handled t h i s p a r t i c u l a r w e l l , do you have an 

opinion as to whether the operator has done everything 

reasonably possible to r e c t i f y or eliminate the f l u i d d i f f i 

c u l t i e s the operator's experiencing i n the No. 62 Well? 

A Based on experience they had i n the 

Schalk 63 No. 1 Well, they have proved that some other types 

of remedial act i o n w i l l not work and t h a t i t would be send

ing good money a f t e r bad to attempt the same things i n t h i s 

we 1Ibore. 

We believe th a t the proper t h i n g to do i s 

continue to produce the w e l l at a low rate d a i l y and main

t a i n the gas production from the w e l l so long as we can and 

salvage as much of these reserves as we can without floo d i n g 

the market, and probably s t i l l below the 60 Mcf per day 

l i m i t f o r s t r i p p e r gas, and recover what we can on t h a t part 

of the r e s e r v o i r . 

Q Do you have an opinion as to whether cr 

not gas reserves th a t would otherwise be recovered w i l l be 

]ost i f t h i s gas w e l l i s not granted a hardship gas well 

c l a s s i f i c a t i o n ? 

A In my opinion the reserves i n the Dakota, 

i f my c a l c u l a t i o n of reserves i s not too conservative, the 

reserves are too small to warrent r e d r i l l i n g the w e l l . 
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We're t a l k i n g about a M i l l i o n D o l l a r , or $1.1 m i l l i o n worth 

of reserves and the cost of d r i l l i n g a w e l l at t h i s time i s 

approximately Half a M i l l i o n D o l l a r s , maybe more than a Half 

M i l l i o n D o l l a r s . 

The r e t u r n f o r investment r a t i o i s not 

great enough to warrant d r i l l i n g -- r e d r i l l i n g t h i s w e l l . 

Q In your opinion i s t h i s operator gaining 

any u n f a i r advantage over anyone's c o r r e l a t i v e r i g h t s i f a 

hardship gas w e l l a p p l i c a t i o n i s granted f o r t h i s well? 

A No, s i r . 

Q Do you have an opinion as an expert w i t 

ness whether the operator can continue the prac t i c e of swab-

oing t h i s w e l l i n order to restore production? 

A No, s i r , they cannot continue t h i s be

cause every time you run a swab i n the hole you take a 

chance of s t i c k i n g the swab and t h i s would require paying 

for the swabbing u n i t f o r t h a t day or two and releasing them 

and br i n g i n g i n a workover u n i t to t r i p the tubing to r e 

cover the swab, and the gamble i s too great. 

MR. KELLAHIN: Mr. Examiner, 

that concludes my examination of Mr. Kendrick. 

We move the i n t r o d u c t i o n of Ap

p l i c a n t ' s Exhibits One through Eleven. 

MR. QUINTANA: Exhibits Or.e 

through Eleven w i l l be taken i n t o evidence. 

Mr. Taylor? 

MR. TAYLOR: Yes. 
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CROSS EXAMINATION 

3Y MR. TAYLOR: 

Q Could you t e l l me the dif f e r e n c e between 

-he number on E x h i b i t 7 where you show remaining recoverable 

reserves as 278,000 Mcf and on, I believe, E x h i b i t One you 

show that l o s t reserves w i l l be 249,000 Mcf? 

Is t h a t j u s t two d i f f e r e n t people coming 

up w i t h those numbers? 

A Well, t h a t t h i n g was calculated a couple 

of months e a r l i e r based on the l a t e s t information that they 

had and I used a pressure t h a t was obtained three or four 

weeks afterwards, so i t ' s two d i f f e r e n t sets of numbers. 

E s s e n t i a l l y they're about the same. When 

[ took the f i e l d man's pressure of the 1165 pounds I assumed 

that was the highest pressure. I assumed tha t i t was an ab

solute pressure, and added the base pressure to i t to bring 

i t up to t h a t . 

As an i n g u i s i t i v e approach, I calculated 

i t using the other pressure and i t would have changed the 

value of the gas about $30,000 to have used the lower num

ber . 

Q I was j u s t curious. 

A But we're using -- each of us used the 

the l a t e s t information a v a i l a b l e and we came up w i t h d i f f e r 

ent numbers because we used a d i f f e r e n t basis. 

Q Did you personally n o t i f y Northwest of 
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t h i s a p p l i c a t i o n or how were they n o t i f i e d ? 

A A copy of the a p p l i c a t i o n was mailed to 

Northwest at the time t h i s a p p l i c a t i o n was f i l e d . 

That's a requirement of the f i l i n g . 

MR. QUINTANA: Are there any 

f u r t h e r questions of the witness? I f not, he may be ex

cused. 

I f there i s nothing f u r t h e r , 

Case Number 8337 w i l l be taken under advisement. 

(Hearing concluded.) 
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