BEFORE THE
OIL CONSERVATION COMMISSION
HOBBS, NEW MEXICO
APRIL 13, 1960
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IN THE MATTER OF: :

CASE 19L1 Application of Jal 0il Company for exceptions to :
various provisions of Orders R-520, R-967, and :
R-1092=A for 5 wells in the Jalmat Gas Pool, Lea :
County, New Mexico. Applicant, in the above- :
styled cause, seeks an order cancelling the over-:
production incurred by the followlng described :
wells in the Jalmat Gas Pool: :

Legal Well No. 2,NE/li SE/L, Section 31
Dyer Well No. 3, S8E/L NE/);, Section 31 :
Jenkins Well Wo. 1, sW/L SW/L, Section 29
Owens Well No. 1, SW/L Sw/lL, Section 21

all in Township 25 South, Range 37 East, and the

e »8 o

Watkins Well No. 2, SE/L NE/l;, Section 35,
Township 2l South, Range 36 East.

(Y]

Applicant further seeks an exception to the de-
liverability test requirements of sald Orders for:
each of the above-described wells and also seeks :
an exemption from prorationing as requlired by the:
Special Rules and Regulations for the Jalmat Gas :
Pool. :

John Burroughs

Penieh S iatter
A. L. Porter

TRANSCRIPT OF PROCEEDINGS

MR. PORTER: We will proceed at this time to Case 1941.
MR. PAYNE: Case 1941. Application of Jal 0il Company

for exceptions to various provisions of Orders R-520, R-967, and
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R-1092-A.

MR. GIRAND: If the Commission please, I would like to
have the record show W. D. Girand of Hobbs, New Mexico, Mr. T.
Murray Robinson of Oklahoma City, appearing on behalf of the Appli-
cant.

At this time, if the Commlssion please, in regard to the applis
cation of 1941, we desire to delete the wells designated as Legal
Well No. 2 and the Jenkins Well No. 1. The applicant will attempt
to recomplete those wells, and there wlll be some testimony offered
in the course of what they propose to do in regard to those.

At this time we would like to have Mr. Hardwick and Mr. Dewey
Watson sworn, please. This will be all my Wwitnesses.

(Witnesses sworn)
MR. GIRAND: (Call Mr. Hardwick, please.
E. D. HARDWICK,
called as a witness, having been first duly sworn, testified as
follows:
DIRECT EXAMINATION

BY MR. GIRAND:

Q State your name, please.

A E. D. Hardwick.

Q And where do you live, Mr. Hardwick?

A Midland, Texas.

Q By whom are you employed and in what capacity?
A Jal Oil Company, Inc. Vice president.
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Q Mr. Hardwick, you are familiar with the application filed
by the Jal 0il Company in Case 1941 where the Jal 0il Company desirq
exceptions to various provisions of Orders R-520, R-967, and R-1092:
for 5 wells in the Jalmat Gas Pool, Lea County, New Mexico?

A I am.

Q In connection with that application, did you at my re-

quest, prepare certain information in regard to each of the wells?

Applicant's Exhibit Wo. 1, beilng a copy of the "Southeast Gas Pro-
ration Schedule" prepared by the New Mexico 01l Conservation Com-
mission for the month of April. T direct your attention To the
page showing the April, 1960 Southeast Gas Proration Pool Balancing
Schedule.

MR. PORTER: Does that page have a number?

MR. GIRAND: Mo, sir, the pages are unnumbered. It?s the
third page.

Q (By Mr. Girand) In the lower right hand corner of that
Exhibit, that page of the Exhibit, there appears a computation in
regard to the Jalmat Gas Pool, does 1t not?

A Yes.

Q Now, what 1s the allowable as established for the month

of April, by that schedule?

A I ¢ig.
(Whereupon, Applicant?s Exhibit
No. 1 was marked for identi-
fication.)

g Mr. Hardwick, T nand you here what has been identified as
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A Six million, five hundred and forty-one thousand, nine
hundred and twenty-six MCF.

Q

]

ALl right. Ancd how much of that allowaﬁle is assligned
to marginal wells? Is that shown on the Exhibit?

A I don't believe any of it i1s assigned margins.

Q There 1s no allowable asgsigned to the margin of wells in
that Exhibit?

A I don't see it.

Q All right. How many wells does 1t show are producing in
the Jalmat Pool for tne moanth of April?

A Three hundred and eighty-five wells.

Q All rignt. INow, directing your attention to Page 31 of
the Exhibit, I will ask you whether or not the Exhibit shows on
Page 31 the allowable assigned to the wells in guestion, the Dyer
No. 3, the Watkins No. 2, and the Owens No. 17

A Yes. It does show for April.

Q Now, directing your attention to those particular wells,
will you read into the record the figures that are shown in regard

to the particular wells.--

A The Dyer No. 3 --
© -- and ldentify them by calling them as designated in thq
report?

A Dyer Wo. 3 has an allowable of 5,326 MCFts under "April
New Allocation" colum.

Q A1l right. What was the Watkins No. 2%
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A Watkins No. 2 has an allowable of 1,950 MCF!'s for April,

new allocation.

Q And in regard to the Eva Owen No. 17

A Eva Owen No. 1 has 2,983 MCF's for April, new allocation.
Q Are all of these wells overproduced at the present time?

A No. The Eva Owen No. 1 is not overproduced, according to

this schedule.

Q Now, 1n regarcd to the Dyer No. 3 and the Watkins No. 2,
are those wells overproduced at the present time?

A Yes.

Q Are they overproduced more than the tolerance allowed by
the Orders of the Commission?

A Appears so.

Q Mr. Hardwick, has the Jal 0il Company had their propertie
evaluated by a petroleum engineer to determine the reserves under

additional wells?

A They have.
Q Who prepared that report?
A Ira Brinkerhoff, oll and gas consultant.

(Whereupon, Applicantt!s Exhibit
No. 2 was marked for identifi-
cation.)
Q Mr. Hardwick, I hand you here what has been identified as
Applicant!s Exnibit No. 2, and ask you to state whether or not that

is a reproduction of a part of the report prepared by the petroleum

engineer you referred to?
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A Yes, it is.

Q Now, in connection with that Exhibit, does that Exhibit
show the reserves as of October the 1lst, 1959, attributable to the
wells iIn question?

). Yes, sir.

Q Directing your attention to those particular wells, being
the Legal No. 2, the Eva Owen No, 1, and the Watkins No. 2, I will
ask you to read into the record the reserves as determined by the
engineer attributable to those particular wells and -identify it by
wells, please sir.

A The Dyer No. 3, being the first one on the list; all the
reserves on this report listed under high pressure gas are for the
Dyer No. 3. The reserves unrecovered are future reserves, October,
159 were 2,618,269 MCF. That isAthe Dyer No. 3 listed under "Gas

Wells" column.

Q The Exhibilt shows 1t as one--

A It shows it as cne gas well.

Q ~--one gas well.

A Which is all in the zone leased.

Q It doesn't give the well number. Proceed, Mr. Hardwick.
A The next well in question is the Jenkins No. 1, which,

according to this report, there are two gas wells listed on this
report. In discussing, 1t was decided that for this information,
the reserves would be divided in half, and the original reserves

being 2,358,190 MCF's, and I d1d not divide the production listed
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"oymulated to 10-1-59", but I do have it through December 1959,

which is 891,756, leaving a remaining future recovery of 1,466,413

MCFts.
Q Wow, that isexhibited as of the end of December?
A Yes, beecause there were two wells listed in this. T quote

it in that manner.

Q A1l right. Now, directing your attention to the Eva Owen
No. 1 -~

A The Eva Owen No. 1, as listed on the October 1959 report,
shows an uarecovered future reserve of 1,897,873 MCF.

Q Now, Mr. Hardwick, in connection with your study --with-
draw that question. Go ahead with Watkins Wo. 2, if you will,
please.

A The last well under guestion of this report is on the 2nd
page of the reserves report, same being Watkins No. 2, showing un-
recovered future reserves of 2,871,421 MCF.

Q Now, Mr. Hardwick, in connectlon with your study of the
problem, did you prepare an analysis showing the number of Jalmat
wells and the number of Jal 011 Company wells, and the percentage
of Jal 0Ll Company wells to total wells in the Jalmat area, and
also the total Jalmat allowable and the amount of gas that was
assigned to the Jal 0il Company, Jalmat allowable, and the percent-
age of Jalts allowable to the total allowable of the pool?

A I did.

(Thereupon, Applicantts Exhibit

No. 3 was marked for identifi< -
cation.)
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Q Wow, that Exhibit No. 3, directing your attention to it,
covers the allowables as established for the month of March, 1960;
is that correct?

A Thatts correct.

Q For the purpose of the record, will you read what that
report shows?

A It shows the total Jalmat wells, 387. Jal 0il Company ha

10 wells in this pool, for a percentage of 2.58l percent.

Q A1l right. Now, what does 1t show in regard to the allow;

able assigned to the Jalmat Pool for the month of March, 1960%

A The total allowable for the month of March for the jalmat
Pool was 8,600,945 MCFts. Jal 01l Company allowable was 131,666
MCFts. Percentagewise, 1.531 percent to total.

Q

v

And the Exhibit shows that while the Jal 0il Company has
2.58L percent of the wells in the Jalmat Pool, it only is allowed
to produce 1.531 percent of the gas?

A Thatts correct.

Q Now, in connection with the preparation of this applica-
tion, Mr. Hardwick, did you make the same study in regard to the
allowable assigned to the Jalmat Pool for the month of April, 19607

A That!'s correct.

(Whereupon, Applicantts Exhibit
Yo. I was marked for identifi-
cation.)

Q I hand you here what has been marked, identiflied as Ap-

plicantts Exhibit ¥o. lLi, and ask you to state what that Exhibit sho

-

s ?
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A This Exhibit shows that for the month of April there were
a total of 385 Jalmat Wells, Jal 0il Company having 10, for a per-

centage to total of 2.597 percent. The total ailowable for the
Jalmat Pool for the month of April was 6,541,921 MCFts; the allow-
able attributed to Jal 0il Companyt!s wells, 100,240 MCFts; Jal 0il
Company's allowable to total is 1.532 percent.

Q A1l right, sir. Mr. Hardwick, were you connected with th
Jal 011 Company in October of 19597

A Thatts true.

Q In the same capacity that you presently are representing
the Company?

A I was.

Q You are familiar with the hearing in regard to Case 1778
and 1779, which were consolidated by the Commission?

A I am.

Q In that case, were the subject wells, the Eva Owen No. 1,
the Dyer No. 3 and the Watkins No. 2 before the Commission for con-
sideration?

A They were.

MR. GIRAND: At this time, if the Commission please, we
would like to offer and adopt the record in the consolidated cases,
No. 1778 and Yo. 1779, heard by the Examiner in Santa Fe on Octo-
ber the 7th, 1959, as a part of the record in this case.

MR. PORTER: Does anyone have any objections as to the

admission of the records in the two previous cases? Any objection

(¢4
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to those records being made a part of this case? They will be con-

sidered part of the case.

(Whereupon, Applicantts Exhibit

No. 5 was marked for identi-
fication.)

Q (By Mr. Girand) Mr. Hardwick, I hand you here a letter
dated June 8, 1959 on stationery of El Paso Natural Gas Company,
addressed to Jal 0il Company, over the signature of D. B. Gillit,
Dispatching Department. I will ask you whether or not you have eve;
seen that letter before?

A I have.

Q Was that letter written at the time shown and received by

you according to the stamp thereon. --

A Yes.

Q --as far as you know?

A Yes.

Q Does that letter deal with any of the wells in question

at this hearing?

A Yes, it does.

Q For the record, would you read into the record the pertini
ent parts of the letter dealing with the subject wells?

A The second paragraph of the letter states: "The New Mex-
ico 0il Conservation Commission has reclassified four (L) of your
wells connected to our gathering system from marginal to non-mar-
ginal status. The wells are the Dyer #3, Legal #2, Jenkins #1 and

Repollo #1 in the Jalmat Gas Pool. The allowables were made retro-
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active to July, 1958, and all of the wells are now overproduced due
to being produced at all times as marginal wells."

Q Now, that letter is dated 19597

A Thatts dated June 8, 1959.

Q And prior to the receipt of that letter, your wells have
been classified as marginal wells without restriction as to the
amount of production?

A I believe that'!s correct.

Q Now, generally speaking, these wells-- I will ask you
whether or not these wells produce any fluld in conjunction with thq
gas?

A Yes.

Q I will ask you whether or not the wells are artificially

or mechanically produced?

A All except one is mechanically produced.
Q Which well 1s not mechanically produced?
A I am sorry. All are mechanically produced.

Q A1l right. Now, up until June of 1959 the wells have °
been classified as marginal wells under the Rules of the Commission

A That!s correct.

Q Then, in June of 1959 the Commission assigned or desig-
nated the wells as non-marginal wells? |

A Thatts correct.

Q And charged against the wells all production up to June

of 1958; is that correct?

<
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A July of $58.

Q July of 1537

A According to this.

Q In other words, the production from the wells for the
months of July, 1958 up until June of 1959 were legally produced by
the Cormpany?

A Thatts correct.

Q And without any knowledge that they would be charged
against any allowable later set by the Commission?

A I velieve that'!s correct.

Q Now, do you know of your own knowledge whether or not the
wells would be overproduced at this time had the Commission not
gone back for a period of one year and charged 1t against the wells
the gas prcduced by the wells?

A I can't answer for certain, but I dont't believe they woull

(Whereupon, Applicantt!s Exhibi

No. 6 was marked for identifi
cation.)
Q Mr. Harédwick, T hand you here an instrument contalning

two pages, marked Applicantts Exhibit No. 6, appearing to be a let-
ter from E1l Paso Watural Gas Company to Girand and Stout, Lawyers,
Hobbs, New Mexico. Attention: W. D. Girand, over the signature
of J. W. Baulch, Jr. I will ask you whether or not you have seen
that letter or a copy thereof?

A Yes, I have.

Q Doeg the Exhibit on its face show a copy directed to your
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office at Midland, Texas?

A It does.

Q What does Exhibit 6 deal with, Mr. Hardwick?

A Itts dealing with the Watkins No. 2 Well located in the
SE/li of the 8E/lI of Section 35, Township 2l South, Range 36 East,

Lea County, New Mexico.

Q Mr. Hardwlck, who is J. C. Chewning?

A She is Secretary for Jal 01l Company, Inc.
Q And where does she reside?

A Midland, Texas.

Q Are you familiar with her signature?

A Yes, I am.

(Whereupon, Applicantts Exhibit
No. 7 was marked for identi-
fication.)
Q I hand you here what has been marked Applicantts Exhibit
7, and ask you whether or not that is a photo copy of her signa=-
ture?
A Thatls correct.
Q Now, Exhibit No. 6 appears to be in affidavit form. Will
you state what the Exhibit purports to show?

A The Exhibit purports to show the origlnal reserves less

production through 1959, showlng an unrecovered reserve January lst

1960~
Q How =~
A --for Watkins No. 2.
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MR. GIRAND: I would like to have the record corrected to

ghow that is Exhibit 7.

Q (By Mr. Girand) From what source were the original re-

serve figures obtained?

A From the Ira Brinkerhoff report.

Q The Exhibit has previously been’introduced here?

A Thatt!s correct. |

Q All right. Prom what source were the production, through

December 1959, figures obtained?

A They were obtained through to October, t'59 from the
Brinkerhoff report, and from the Accounting records through Decem-
ber, 159,

Q And, of course, the unrecovered reserves are just a sub-
traction of the production fromthe original reserves?

A That'!s correct.

Q Now, after the hearing before the Examiner in October of
1959, did the Jal 011l Company watch the subject wells closely as
to their production mannerisms -and abilities? " .. ¢

A They did.

) In connection with this hearing, did you prepare a memo-
randum of the producing history of the Watkins No. 2 from October ¥
through February of 19607

A I did.

(Whereupon, Applicantts Exhibit

No. 8 was marked for identi-
fication.)

59

DEARNLEY - MEIER & ASSOCIATES
GENERAL [LAW REPORTERS
ALBUQUERQUE, NEW MEXICO
Phone CHapel 3-6691




15

Q I hand you here what has been marked as Applicantt!s Ex-

hibit Wo. 8, and ask you whether or not that is a reproduced or
photo copy of that memorandum?

A That!s correct.

Q For the record, will you read into the record your report
skipping the summary well activity and what not?

A This is a summary gathered from the gés production charts
and algo our fleld superintendent information. It!'s brief, but it
explains how the well reacted under certaln circumstances. From
October the lst to the 3th, it states this was a flowing well and
no gas was produced during this period. The well was shut in.
Well pressure, casing pressure I should say, 900 pounds. From
October the 8th to the 16th, there was no gas produced. The well
was shut in. October the 16th to the 23rd, no gas produced. The
well was shut in. From October the 23rd to the 31lst, well produced
308 MCF. Water produced 250 barrels per day when well was produc-
ing. October the 31lst to November 8th, well produced 2,120 MCF!s.
Chart shows wnen line pressure goes up, production drops due to
water condition and line pressure. Water 250 barrels per day. On
November 8th to the 16th, well produced 141 MCFts. Well blown in
almost every day to keep water off. Had te swab well in on Novem-
ber the 1llth as water was too great for well to blow around.

Q Just a minute, Mr. Hardwick. When you say well had to bs
blown in nearly every day, does that require extra supervision?

A Yes, 1t does.
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Q A1l right. Go ahead.

A On November 16th to the 22nd, well produced 1,0 MCFts.
Water is blown off when well is not on line. Had to swab well on
11/17 due to same condition as above, same being water condition.

Q

u

Now, Jjust for the opurpose of the record, Mr. Hardwick,
what do you mean, you had to swab the well?

A The well wouldnt!t unload the watér, so you bring a swab
unit out, a pulling unit.

Q A1l right. Proceed, sir.

A On November 22nd to the 30th, well produced 987 MCF!sg.
Changed orifice from three-quarter inch to one-quarter inch to see
if well would produce less gas and not logg off.

MR. PORTER: Mr. Girand, at this time the hearing will
recess until one-thirty.

(Recess)

MR, PORTER: The hearing will come to order, please. Mr,
Girand, will you proceed with the questions?

Q (By Mr. Girand) Mr. Hardwick, I believe your last stated
ment was in regard to the production record of the Watkins No. 2,
for the period of November 22nd through November 30th, that appeard
ing on Exhibit 8. Do you have Exhibit 8 in front of you, sir?

A Yes, I do.

Q All right. Will you proceed, starting with November 23rdg

November 22nd-November 30th period and continue with your statementi?

A From Nomvember the 22nd to the 30th, the well produced

2
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987 MCFts. The orifice was changed from a three~-quarter inch to a
one-quarter Ilnch to see if the well would produce lesgs gas and not
logg off. December lst to the 8th, well produced 221 MCF!s. Well
died on one-quarter inch orifice and wouldntt blow saround. TUsed a
swab unit December Lth to get water off the formation and back

to producing. December 3th to the 1b6th, the well died agaln on a
quarter inch orifice and wouldn!t produce. Orifice changed Decem-
ber 9th from one~quarter inch to one-half inch, and well swabbed in
The well produced approximately 350 MCFts and died. Well swabbed
in December 10th produced 25 MCF!'s and died. Well swabbed in Decen
ber 1lth produced approximately L0 MCF and died. Orifice changed
from one-half inch to one inch, and well was blown in. Well was
able to produce with one inch orifice bult casling pressure has dropp
from 900 pounds to 60C pounds in approximately two months.

Q Just a minute. You mean that the pressure on the well,
casing pressure, dropped three hundred pounds in the two months,
being the months of--the last half of October through the first hal
of December?

A Thatts correct.

Q All right. Proceed, sir.

A December 1l6th to the 23rd, well produced 2,335 MCF!s.
Choke was pinched to reduce flow of gas. Well started logging off.
This flow procedure was tested with El Paso Natural Gas Company as
per thelr letter of March 7, 1960.

Q That letter of March 7th, 1960 1s a letter previously

ed
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introduced in evidence here and identified by you; is that correct?

A Yes.,

Q All right. Go ahead.

A December 23rd to the 3lst, well produced 2,642 MCF. Char
shows well heading due to enormous amount of water, same being ap-
proximately 250 barrels per day. January lst to the 8th, well pro-
duced 2,16L MCF. Chart shows well pinched down to determine low
rate of flow and well died. Well later blown in when line pressure
dropped allowing same to unload water. January the 8th to the 1l6th
well produced 2,696 MCF. Chart shows production at a specified rat
when choke ig pinched well begins to logg off. Then choke is opene
up and well unloads the water. January 16th to the 23rd, well pro-
duced 2,075 MCFt's. Well producing at a low rate as can be produced
without logging off. Water still approximately 250 barrels per day
January 23rd to the 31st, well producec 2,707 MCF's. Well started
out low and appeared to be logging off, so choke was opened to allo
well to unload water. February lst to the 8th, well produced 2,517
MCF's. Producing at as low a rate as possible without logging off.
Febfuary 8th to the 16th, well produced 1,706 MCF. Chart shows er-
ratic production due to logging off condition. Well logged off on
the 1lith due to‘high line préssure and cold weather. February 16th]
to the 21st, well produced 1,216 MCF. Chart shows about the same
as appeared February 8th to the 16th. February 2lst to the 29th,
well produced 1,08l MCFts. Well logged off several times due to

cold weather. Was able to blow well in when line pressure and
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weather permitted. Water production still approximately 250 barrel

per day, and casing pressure dropping gradually due to water en-
croachment. Casing pressure on March 31lst, 1960 was 360 pounds.

Q At the commencement of this period, under this Exhibit 8,
your casing pressure was approximately 900 pounds?

A When we started, yes. sir.

Q

4]

And due to the manner in which the well has had to be
produced, the casing pressure has dropped to 360 pounds as of March
31lst of this year?

A That!s correct.

Q If you know, is that encroachment of water in the zone
from which you are producing?

A I can't say.

Q

v

A1l pright. YNow, did you, in connection with this applica
tion, supervise the making of simlilar Exhibits covering the well

known as the Eva Owen No. 17

A Thatts correct.
(Whereupon, Applicantts Exhibit
No. 9 was marked for identifi-
cation.)

Q Mr. Hardwick, I hand you here what has been identified as

Applicantts Exhibit No. 9, and ask you to please state what that Ex
hibit represents?

A BExhibit Wo. 9 represents the original regserves for the
Eva Owen No. 1, and the production through 1939,. and the unre-

covered reserves, January lst, 1960.

1
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Q From what source were those figures obtalined?

A The original reserves were obtained from the Ira Brinker-
hoff report; the production through October was also obtained from
the report, and we added to that October, November and December.

Q Then, the unrecovered reserves was just a subtraction of
the amounﬁ?

A Tha t' s correct.

Q Doegs the Eva Owen Well make water?
A Yes, sir.
Q Was the Eva Owen Well one of the wells that was subject

to hearing in Cases 1778 and 1779%
A That!s correct.
Q In October, when we had the hearing vefore the Examiner

in an attempt to obtain some relief of these wells, due to the over

production resulting from tne fact that the wells were required to
be produced in the manner they are presently being produced, it was
the fact that the wells were reclassified, and the allowable or
the gas they had produced prior to July of 1959 had been charged
against the well. From that time on, did you make a close study of
the operations of the Eva Owen Well?

A Yes.

Q From what source did you obtaln your information as to the
producing habits and characteristics of this well?

A This information was prepared from E1 Paso Watural Gas

Company charts and with our field superintendent information.
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(Whereupon, Applicantt!s Exhibit
No. 10 was marked for 1denti-
fication.)

Q Now, I hand you here an instrument containing two pages,

identified as Bxhibit Wo. 10, and ask you if that 1s the photo copy

of the memorandum you prepared in regard to the Eva Owen WNo. 1 Well?
A Yes, it is.
Q Will you read 1t into the record, the information con-

tained therein?

A From October Tne 1lst To October the 9th,. this informa-
tion is compiled and the well does have a free piston installation
and was shut in approximately one year. Well is dead due to water

condition after long shut in period and unable to blow well in.

Q Do you know why the well was shut in in the original in-
stance?

A Yes, the well was overproduced.

Q Was that due to reclassification of the well?

A I believe thatts correct.

Q All right. Proceed, sir.

A From October the 9th to the 17th, we have the same situa-

tion. We are unable to blow the well in. From October the 17th
to the 2lith, same as above. From October 2Lth to the 31lst, most of]
this period is the same as above. Had pulling unit swab well in on
the 31st, and same produced [[3 MCFts and a considerable amount of
water before well died. November lst to the 9th, well was swabbed

in November 3rd, and produced very little before dying. Swabbed
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in again November Lith, and produced a total for this period of 90

MCFts and a considerable amount of water. November 9th to the 17th

well produced 59 MCFt's for this period. Well was blown in several
times and would not take line. This procedure performed each day
to get fluid off of well. Produced approximately L0 barrels of
water per day. November the 17th To the 23rd, the well produced
175 MCF!s under the same conditions as I just described. November
23rd to December 1lst, well produced 138 MCFts, under the same con-
ditions. December lst to the 9th, well produced L}ji2 MCFts under th
same conditions. December 9th to the 17th, well produced 297 MCFt!s
Same conditions. December l7th-December 2ith, well produced 121
MCF!s. Changed orifice December 18th from a half inch to one inch
to get pilston to run. Produced 81l MCF!s after change, and approxi
mately L0 barrels of water per day. December 2ljth-January lst, wel
produced 1,66l MCFts. Well, according to the charts, having a hard
time keeping fluid off the formation. January lst to the Gth, pro-
duced 731 MCF's. Well logged off five times in this period, but wa
able to blow same in. Water production still about the same. Janu
ary 9th to the 17th, well produced 175 MCF!'s. Well was blown each
day, but well only took line two times and logged off each time due
to water on formation. January 17th to the 2lith, well produced
121 MCFts. Unable to get well to take the line. Tried blowing in
once or twice each day. January 2Lth to February the 1lst, well
produced 7 MCFts. Same conditionsas above. February lst to the

9th, well produced 51 MCF!'s. Line pressure down. Well blew in
2

W

L3

T
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but unable to produce normally. February 9th to the 17th, well pro-
duced 579 MCFts. Same conditions as above. February 17th-22nd,
well produced 161 MCFt's. Well logged off after two days low produc+
tion due to the same conditlons as above. February 22nd to March

lst, well produced 3.8 MCFt!s. Produced low for one-half the time

and was logged off approximately one-half the time. Each time well
logged off, the well was worked with to get water off formation and
zet same bacii to producing. When producing 1t unloads approximately
Lo barrels of water per day. On March 3lst, 1960, the casing pres-
sure was 00 pounds, and the tubing pressure 200 pounds. k

Q Wow, Mr. Hardwlick, in connection with this hearing, did
you make a comparison in regard to the Repollo Well Wo. 1, which wapg
one of the subjlect wells of the hearing of October, 1959°?

A I didnt't make a comparison as to the production. I did
make a summary of the reserves.

(Whereupon, Applicantt!s Exhibit
No. 11 was marlred for identi-
fication.)

Q A11 right. T hand you aere what has been ildentified as
Exnibit YWo. 11, and ask you if that Exniblt was prépared under YOur
supervision?

A That is correct.

Wow, what 1s the present status of the Repollo No. 1?2
A Itts dead.
Q And how long has it been dead?

A Approximately sixz months.
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Q
A
Q
A

A

Q

A
Q

A
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Q

v

A
Q

A

Q

we were never able to get 1t baclk on.

was able to meet its allowable?

completed, how long did the Company attempt to bring the Repollo

Wo. 1 back into-=-

we conbtinually pumped 1t, trylng to unload the water so that the

as might come back in.

with the original reserves as determined by the engineering report;

is that correct?

would produce from the well?

wnich we have presented here, the Repollo 1s not listed thereon.

Was the Repollo No. 1 shult in because of overproduction?
I dontt believe it was shut in for that reason.
Do you know what reason 1t was shut in?

It was shut in a time or two for some specific tests, and
At the time 1t{ was shut in, do you know whether or not it
I would say yes.

Since the tests that were made on the Repollo Well were

We worked with 1t approximately three months.
And by working with 1t, what did you do?

There was a pumping unit installation at this well, and

Now, your statement, as shown by Exhibit NMo. 11, deals

That's correct.
And, then, from that you have taken the amount of gas it

Tnatts correct. Let me restate that. On this summary

Tt 1s not listed on-~
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A On the Brinkerhoff report I have here. These came from a
prior Brinkernoff repors.

Q@ I see. You checked the figures against that revort?

[
~

Yes, I have.

Q You are satisfied that the figures appearing on Exhibit
11 are correct according to your records?

A Tnat!s correct.

Q That report showed a figure of 6,363,416 MCF as the reserves

under that well?

A Thatts correct.

Q And showed the production through December of 159 of
2918M;353*-

A Thatts correct.

Q --MCF. So, according to the report, the unrecovered re-

serves from that well, due to the fact that it was shut in, amount
to 11,179,093 MCF; is that correct?

A Thatts correct.

Q And as far as your efforts have been since the well was
shut in, you have been wnable to bring the well back to produce any
of that gas?

A Tnat!s correct.

Q 30, as far as the Company 1s concerned, that gas 1s for-

ever lost?

A Yes, sir.
Q Wow, in connection with this application, did you make
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similar studies in regard to the Dyer No. 37

A Yes, sir.
(Whereupon, Applicantt!s Exhibidb
No. 12 was marked for identi-
fication.)

Q I hand you what may be ldentified as Applicantts Exhibit

No. 12, and ask you to state what that Exhibit represents?

A This Exhiblt represents the original reserves léss pro-
duction, and the unrecovered reserves as of January lst, 196C in
the Dyer Wo. 3. Information is acaquired from the Brinkerhoff re-
port.

o) Will you read those figures into the record, please, sirf

A The original reserves, 3,136,278 MCF. Production through
December, 1959, 793,606 MCF's. Unrecovered reserves, 2,642,672
MCF .

Q At the hearing 1n October, did you also make a memorandun

as to the producing hablits of the Dyer No. 3 Well?

A I did.
(Whereupon, Applicantts Exhibid
Wo. 13 was marked for identi-
fication.)

Q I hand you wnat has been identified as Applicant!s Exhibi

No. 13, and ask you, is that your memorandum?

A This is.
Q And from what sources did you obtain the information?
A From E1 Paso Hatural Gas Company charts, and our field

superintendent iInformation.
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e All right. Will you read the summary into the record,
vlease?
A This well has a piston operdtion: installed therein, and

the piston 1s set from,October period, October lst to the 9th, the
piston 1s set one and one-half hours on, and one~half hour off.

Q Will you explain that a little bit by Just an operation?

A Well, I will explain briefly, but you may want to talk
with someone about the full details.

Q Insofar as you know.

A The piston, so far as T know, is a free piston floating
up and down 1n the tubing. And it falls to the bottom and gathers
up water, and at a certain time 1t comes to the top and is held
there for a certain length of time, and allows the well to unload
water coming thereafter. And thls well is producing gas, and, then,
the period it's off, it falls to the bottom and starts the same
procedure again.

Q All right, sir. Go ahead.

A Each gas production kick on the chart is strong. Then,
well production drops considerably due to the water volume. When
line pressure is up to approximately a hundred and eighty pounds,
production drops sharply. Production for this period is 2,232 MCF|
Water, approximately 25 barrels per day. October 9th %to the 17th,
piston setting is the same. Line pressure was up October 12th,
well died. Was able to blow same in on October 1lLth. Line pressuge

still high. Well died again. Same thing happened on October 1S5th
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and-léth. Production for this period, 1,519 MCF!'s. Water about
the same. October the 17th to the 2Lth, piston setting the same.
Well bleown in on the 17th and well died. Well blown in on October
the 19th and diled. Same thing happened on October 22nd and 23rd.
Production, LO5 MCF!'s for this period. Water increasing. October
the 2lith-November the lst. Piston setting the same. Well was
blown in four times in this period and logged off éadh time. TUn-
able to keep same producing due to water. Production, 569 MCF!s.
Water approximately 30 barrels per day. November the lst to the
9th. Plston setting the same. Well blown iIn two times in this
period and died each time. Unable to keep producing due to water
encroachment. Production, 296 MCFts. Water approximately the samd
November the 9th to the 17th. Same piston setting. TUnable to bloy
well in. Had swab unit swab well in well on November 13th, but wad
unable to keep well producing. Well died about four hours later.
Production, 71 MCF!'s. Water approximately the same. November the
17th to the 23rd. Unable to blow the well in. ¥No gas. November
23rd to December the lst. TUnavble to blow well in. HNo gas. Decem
ber 1lst to the 9th. Piston setting was the same. Swabbed well in
December 2nd and same died shortly thereafter. Production, 151
MCFts. Water approximately 30 barrels per day. December 9th to
the»thh. Unable to get well to produce. WNWo gas. December 17th
to the 2ith. Unable to get well to produce. No gas. December
2ith=January lst.. Unable to get well to produce. No gas. Janu-

ary lst to the 9th. Unable to get the well to produce. No gas.
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January 9th to the 1l7th. Unavle to get well to produce. No gas.
January 17th to the 2hth. TUnable to produce well, so installed
punmp jack January the 21lst to 1lift water off the formation. Pro-
duction? 307 MCPts. Water, 35 to 35 barrels per day. January the
2Lth to February the lst. Line pressure high; approximately 225
pounds. Pump running to keep water off the formation. Production
is low due to line pressure. Production, 1,091 MCFts. Water pro-

duction approximately the same. February lst to the 9th. Changed

orifice from one and a quarter to three-quarters. Pump was running

Production, 1,262 MCFt's. Water the same. February 9th to the 17th
Pump running to keep formation clean. When line pressure is high,
production is down. Production, 830 MCFts. Water the same. Febry
ary l17th-22nd. Had Trouble with pump Jjack engine and cold weather,
Well produced very little gas. Production, 18 MCFts. Water ap-
proximately 35 barrels per day when well is producing. February
22nd to March lst. Well produced in accordance with line pressure|
Pump running to keep formation clear of water. Productibn, 1192
MCFts. Water about the same. This well on March 31st, 1960 had
casing pressure of 250 pounds, tubing on the pump.

Q Wow, Mr. Hardwick, just what i1s the Company's aim,insofan
as you know, 1in the filing of this application? What is the Com-
pany seeking to obtain from the Commission?

A Well, the Company 1s certainly not trylng to do away witHh
proration. We feel that proration is necessary, but wells such as

these, that produce a conslderable amount of water, need some type

, *

DEARNLEY - MEIER & ASSOCIATES
GENERAL LAW REPORTERS
ALBUQUERQUE. NEw MEeXICO
Phone CHapel 3-6691




30

of a consideration or some form that they can be produced at a
rate that it would recover the unrecoverable reserves. All of thes
wells have a tremendous amount of water for a gas well, and if they
cantt be produced economically, then, they certainly would be pre-
maturely abandoned. And if abandoned, it's not only loss of re-
serves to the Company, but 1tt's loss of reserves to the royalty
owners and the State, purchaser and just everybody is affected by
it.

Q Well, is the Company!s opinion that if this gas is
allowed to be lost due to the encroachment of water, that it will
forever be lost to the public?

A Thatts true.

Q T will ask you unether or not the wells in question are
connected to what is called a low pressure line of one hundred
pounds operating pressure; 1s that correct?

A I believe that'!s correct.

Q And that is the lowest pressure line that is in existencs
in the area, that you know of?

A I believe you probably should ask the engineer on that.
I am not too famillar--

Q Do you feel that, also, unless you are allowed to produce
these wells, the Company, that 1s, in the manner that you have pro-q
duced them in the past, that the wells will have to be prematurely
abandoned?

A That is true.

[«
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Q It would be uneconomical to produce?
A Yes.
MR. GIRAND: I believe thatts all I have of this witness.
MR. PORTER: Anyone have any questions of Mr. Hardwick?
CROSS-EXAMINATION |

BY MR, PAYNE:

Q Mr. Hardwick, would you refer to your Exhibits 3 and L
and tell me what relevancy they have, 1if any?

MR, GIRAND: Jf The Commlission please, I dontt think Mr.
Hardwick is qualified to pass on the relevancy of the evidence.
That 1s a matter for this Commission.

MR, PAYNE: Mr. Girand, he showed on Exhibits 3 and L the
total wells in the Jalmat Pool owned by the Jal 01l Company. Then
he showed the percentage of the total allowable that the Jal 0il
Company gets. Now, he testifled as to these matters, and I want to
know what he hopes to establish by that.

MR. GIRAND: I think the Exhibit speaks for itself.

Q (By Mr. Payne) In other words, each hole in the ground
should get the same amount of gas?

A I didnt't say that. I belleve that when this was exhibite

Mr. Girand said he requested this information.
Q Yes. Now, and I am trying to determine what it has to do
with your proposal here, your requested relief. Do you feel that al

well with one acre dedicated to 1t should have as much allowable as

one with one "undred forty?
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A I doa't.

Q Now, what is the acreage dedicated to each of the wells
in question?

A I believe they range from hundred sixty down to approxi-
mately forty.

Q And the deliverablility always varies, I presume?

A Yes, sir. I think there is probably some question; maybe
the engineer will establishn on the deliverability. I am not quali-
fied on that.

Q Now, since you have calculated the percentage of the totall
allowable that you get from-- Have you calculated the percentage
that you have with the water in the pool?

A I have not calculated that.

Q Now, Mr. Hardwick, I belleve you testified that due to thle
fact that these wells were reclassified, th ey generally were over-
produced, and that had they been allowed to continue to be marginal
wells, they wouldn't have been overproduced; 1s that right?

A I believe thatt!s correct.

Q Now, Mr. Hardwick, why do you feel that a well which has
demonstrated 1te ability to produce in excess of a non-marginal
allowable should be classifiec marginal?

A Because of the inability, when the well was shut in, to
come bacl and produce gas, which 1t has reserves there.

Q Well, Mr. Hardwick, the well was capable, and, in fact,

did produce more than non-marginal allowed, did 1t not?
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A I velieve thatts correct. I don't have those figures
before me.

Q Therefore, 1t would seem rather anomalous, wouldn't it, t
allow it to remain classified as marginal?

A I believe our situation at this time is greater than it
was at the time that they were reclassified.

Q Now, Mr. Hardwick, you testified that you have watched
these wells closely since the hearing in October at which time the
Commission granted relief on these wells. If that is the case, why
did the Commission find 1t necessary to advise Jal 01l Company that
they were producing these wells or one of these wells in excess of
the amount allowed by the Order entered in that case?

MR. GIRAND: If the Commission please, why the Commission
did anything, we are not accountable for it.

MR. PAYHNE: The witness tTestified--

MR. GIRAWD: Just a minute. You asked him why the Com-
mission did something. I don't know. Read the question.

(Question read by Reporter.)

Q

o

(By Mr. Payne) You testified that you had watched these
wells closely since the last hearing.

A I bellieve thatt's true.

Q TIs it not a fact that you did produce one of them in
excess of the allowable granted in the Order?

A That is correct. We were attemptiﬁg to try to find what

a minimum rate of flow was, and at that time it was overproducing.
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We had not established that. Although we had cut 1t back some, we
st1ll hadn!t established that a minimum rate of flow that we would
flow the well without the logging off. And so we continued to pro-
duce 1t some to see if we couldn't establish that.

Q Now, Mr. Hardwick, I believe you testified that both the
Owen and the Dyer, I believe it i1s, produce water when you made

these summarizatlions?

A Yes.

Q And that includes January and February, does it not, of
this year?

A .Yes, sir.

Q In view of that, Mr. Hardwick, why did Jal 0il Company
report to the Commission on Form C-115, for both January and Febru-
ary that these wells had no water prcduction?

A I assume that would be an oversight on the person filling
these out.

~) Now, you did show it for the one well, for the Watkins

Well, but for the other four of these wells they show no water pro-

duction?
A They leave it blank.
Q Yes, sir. Now, Mr. Hardwick, these wells are all perforsg

in the 380ts, are they?

A T am not familiar with that.
Q Do you know 1f they were open hole in the Queen?
A Again, I am not familiare with that.

ted
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Q Do you know where your water is coming from?

A No, I dont't.

Q The engineer will testify to that?

A I feel he probably will.

Q Now, Mr. Hardwick, I believe you testified that your ap-
plication, 1f not granted here, there is a good probability that
gas will be left in the ground which would never be recovered. Is
it your opinion that some other well would not produce this gas?

A I am speaking just frankly of my opinion. I dontt beiiev
they would. I am not qualified on that.

Q I see. Now, you installed a pump Jjack recently, I beliew

you tegtified, in your Dyer Well?

A That's correct.

Q Is that a permanent pump jack or--

A Itts permanent equipment.

Q Now, in your Eva Owen Well, you are still producing that

by means of the free piston?

A Thatts correct, when we can get it on.

Q Which 1s dependent upon gas production--~ Well, let me
put 1t this way. You must have gas production in order to 1ift tha

piston and unload the water?

A Tha t¥s correct.
Q Wow, that is not the case in the pump Jack, is it?
A o.

LD

Itts a separate water pump?

W

W
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A T am not qualified to answer this, but to a certaln ex-
tent, I believe that the gas is dependent upon the water also, even
thought the pump jack is 1lifting the water from the formation.

Q

4]

Now, Mr. Hardwick, the pump Jack is the ultimate, sup-

posedly, weapon against large amounts of water, isn't it?

A Thatt!s correct.
Q And you generally proceed from a free piston stage to

the pump Jack stage?

A Thatt's correct.

Q Vow, in view of the fact, Mr. Hardwlck, that-- Do you
feel that you are asking the Commission here tor take the ultimate
step as to these wells? 1In other words, terminate prorationing
to them? That is what 1t is, in effect, is 1t not?

A Something to that--

Q And that is the furthest, of course, that the Commissio
could ever go. Now, in view of that, do you feel that the Commiss-
ion should take that step unless you have taken the ultimate step?
In other words, until such time as you have used the pump Jack in
the Eva Owen Well?

A Well, of course, we feel that we should try to get all th
reserves we can under each step down the line. Bubt we feel that
the pump jack, the time 1is almost set after that perliod comes.
And we would like to try to reccver a portion of it before that
time, as the expense of the pump Jack is very high.

Q Yow, Mr. Hardwick, in view of your very large reserves

[4
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under each one of these tracts, I presume it would be very economi-
cally feasible to rework any of these wells,provided itt's safe. Hay
you considered attempting to squeeze off to eliminate your water
problem?

A This has been discussed some. I believe probably the en-

fied to answer.
MR. PAYNE: Thaenk you. Thlmtts all,
MR. PORTER: Mr. Nutter.

QUESTIONS BY MR, NUTTER:

Q What were Mr. Brinkerhoff!'s reserve figures based on, do
you know?

A T don't know. He is an independent consultant.

Q Is he here today?

A Vo, he 1lsntt.

Q You don't know what he considered, then, in arriving at

these reserves for each one of these tracts?

A I dontt.

Q Do you know 1f he knew whether large quantities of water
were being produced, or the wells were capable of producing large
quantities of water when he made his evaluation of the tract?

A I bellieve at the time that this report was made, i don't
believe the water condition was as bad as it 1s right now. It has
become worse since the time of this report. He was aware of some

of 1it, I'm sure.

gineer will probably answer more of these questions than I am qualijt

re
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Q Are his reserves purported to be recoverable reserves or
total reserves underlying the tract?

A Recoverable reserves.

Q And these estimates were made at the time when there
wasn!'t as much water production as there is now?

A I believe thatl!s correct. I would assume that. I dontt
tnow exactly what he based it on.

MR. NUTTER: Thank you.

QUESTIONS BY MR. UTZ:

Q Mr. Hardwick, T belleve that you stated in your testimony
that you felt that the amount of production subsequent to July 1lst,
1958 was legal production, and your wells were produced legally?

A I was under that impression. |

Q Are you familiar with Rule 8 of Order R-9677

A I don't have 1t before me. I would have to take a look
to see.

Q Would you recognize the Rule if I read it to you?

A I would see.

Q I quote from Rule 3, last paragraph of Rule 3, of Order

R=967. It has to do with clagsification of wells. "At the end of 4
proration period,if a marginal well is producing more than the tota
allowed for the period assigned asallowable, the marginal well

shall be classified as a non-marginal well." What does that mean?

A Well, that means--I assume it says that--that if a
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- well is overproduced more than normal allowable for non-marginal
wells, then it should be reclassified.

Q And do you feel that the Commission was acting in accord-
ance Witih the Rules when we reclassified the well as a non-marglnal
well retroactive to the time it started overproducing as non-mar-
ginal?

A On some of the wells which we had at that time, they were
producing considerable amount of water. The Repollo was one of theq
And under the study which we are to put forth on this, we felt the
reclassification to ultimately get the reserves probably was agains]
the well ever producing its reserve.

Q Mr. Hardwick, do you believe that by virtue of the fact
that a well 1s classified marginal, that it shouldbe allowed at any
time to produce more than a non-marginal allowable well of like
size?

A I think there are certain circumstances that surround
individual wells that might call for that.

Q That 1s what you are asking for now, 1s relief from pro-

ration, under the Rules?

A We are asking for some relief, yes.

Q Are you familiar with the proration formula of Jalmat Gas
Pool?

A Not too familiar with 1t, no. I understand itt's on

deliverablility and acre specter.

Q Do you feel that the allowable assigned to your wells is

Ly
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in proportion to the allowable assigned to the-Bmpire Pool in ac-
cordance with the formula?

A T would say this: This is my opinion. Wells that producd
a lot of water under the deliverability test, I believe that it
doesntt do the wells justice.

Q As far as the formula 1s concerned, you feel that you are
receiving your fair share of youpr-=-
A I feel sure, yes.
Q Because of your water problem, you want to be relleved to
produce more than your fair share of the allowable?

A I believe, if the water wasn't present, fhat our share of
the allowable would be more.

Q You mean to say, then, that you think that 1f you didn't
have the water, your reserves would be more?
A I am not saying the reserves would be more,‘but T believe
we are getting on something that probably the engineer could answer
better than I can. But I do believe this: That if the water wasnt'y
present, you would have a better deliverability test, which would
give you a better allowable.
MR. UTZ: I see. Thank you.
MR . PORTER: Anyone else have a question?

QUESTIONS BY MR. PAYNE:

of the Jal 0il Company wells in the Jalmat Pool?

A Mo, I am not.

Q Mr. Hardwick, are you familiar with the completion methodp
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MR. PAYWE: All right, sir.

MR. PORTER: Any further questions? The witness may be
excused.

(Witness excused)

MR. GIRAND: At this time we offer Exhibits 1 through 13,
inclusive.

MR. PORTER: Who prepared the Exhibits?

MR. GIRAND: They have been testified to. The witness
testified to, ©prepared each one of themn.

MR. PORTER: I see. Without objection, the Exhibits will
be admitted to the record.
MR. GIRAND: That is, with the exception of Exhibit 1.
Thatt s your own schedule.
| MR. PORTER: You don't want to take that. The witness
may be excused.

(Witness excused)
MR. GIRAND: Call Mr. Watson, please.
DEWEY WATSON,

called as a witness, having been first duly sworn, testifilied as
follows:
DIRECT EXAMINATION

BY MR. GIRAND:

Q Will you state your name, please?
A Dewey Watson.

Q Where do you live, Mr. Watson?
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A Jal, New Mexlico.
Q By whom are you employed?
A Olson 0il, Incorporated.
@ Have you testified before the Commission in the capacity
of a petroleum engineer before?
A Yes, sir, I have.
MR. GIRAND: Is the Commigsion satisfied with Mr. Watsont
gqualifications?
MR. PORTER: Yes, sir.
Q (By Mr. Girand) Mr. Watson, did Olson 0il previously own

the wells presently known as Jal 0il Company's Dyer No. 3, Eva Owen

No. 1, and Watkins No. 27
A Would you restate that question agaln?

4] I said: Did the Olson 0il Company previously own those

wells?
A Mo, sir.
& Have you previously had any connection with the wells

known as the Jal 011 Company'!s Dyer No. 3, the Watkins No. 2 and
Eva Owen No. 1% |

A The only one I didn't have anything to do with completion
on was the Dyer NWo. 3. The Watkins 2 and Eva Owen No. 1, I was
there on the completion on those.

Q Were you at that time employed by Jal Oil Company?

A On the Watkins 2, yes. The Eva Owen was Olson 0il

Company .

S
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& Now, as a matter of fact, Mr. Watson, you are familiar
with the hearing held in Santa Fe before the Examiner in October of
1959, wherein the subject wells were a matter of controversy at

that time?

A Yes, sir.
Q You appeared at that time to testify in regard to those

wells?

A Tha tts correct.

Q Now, are you familiar with the application “that has been
filed with the Jal 0il Company in connection with the Dyer No. 3,
Watkins No. 2, and Eva Owen No. 17

A Yes, sir, T am.

Q In connection with that application, have you been re-
quested by me and by the Jal 0il Company to make any study of the
condition of the three subject wells?

A Yes, sir, I have been.

Q And in connection with that, did you make any further
study as to the wells known as the Repollo Wo. 1 and Legal No. 2,
and Jenkins No. 1 wells?

A Yes, sir, I did.

MR. GIRAND: If the Commission please, at this time, in
regard to Exhibits Nos. 1l and 15, being the letter from Mr. J. W.
Baulch, Jr., addressed to Girand and Stout, dated April 11th,1960;
and the accompanying map, which 1s Exhibit No. 15, I would like to

make this statement to the Commission, that El Paso requested that

DEARNLEY - MEIER & ASSOCIATES
GENERAL LAW REPORTERS
ALBUQUERQUE, NEwW MEXICO
Phone CHapel 3-6691




i

none of their men be used as witnesses 1n this matter. The map wasg
presented to the writer as a map fully demonstrating the low

pressure line system of the E1 Paso Natural Gas Company, located

in Jalmat Pool. And the Exhibits are offered primarily to enlighten

the Commission as to the wells that are located on this low pressure
line of a hundred pound operating pressure, and theilr relation to
the subject wells. The prorated force of them, Mr. Payne, 1s
just to kind of orient things that we are talking about. And with
that understanding, I would like to offer Exhibits 1l and 15.

MR. PORTER: The Exhibits will be admitted to the record
for the purpose of--stated.

MR, GIRAND: All right.

(Whereupon, Applicantts Exhibits

Nos. 1} and 15 were marked fon
identification.)

Q (By Mr. Girand) Mr. Watson, directing your attention to
the map which has been identified as Exhibit 15, will you briefly
state what the map purporvs to show?

.A Well, this is a portion of the over-all map by El Paso
Natural Gas Company showling the one hundred pound line pressure in
the Jal area. And there are three compressor stations as indicated
on the map where the field compressors are set To enable the line
pressure to be brought down from around two hundred pounds down to
a nundred at the wellhead. Andé those were primarily installed due
to the weakened condition of the well, the low shut in pressures

of a1l the wells in that area. The wells are tied in here so as
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to be able to produce into the two hundred fifty pound line. In

order to comply with their contract, the line pressure was lowered.
Q Vow, the compresscr stations operating off those lines an

shown on the map, are they not?
A Yes, sir, they are.

Q

S

And how are the wells 1ldentified as being connected to
the line?

A By the red line.

Q Wow, the area shown there 1s all located within the Jal-
mat Gas Pool, is it not?

A Yes, sir, it is. All except one well, which is in Sec~-
tion 2, 25, 37. Itts a Justls Glorietta Gas Well. And thatts the
only exception that I have noted.

Q Mr. Watson (Whereupon, Applicantt!s Exhibi{
No. 16 was marked for identi-
fication.)

Q

L

Mr. Watson, I hand you here what has been identified as
Exhibit No. 15, and ask you if you can state for the record what
that Exhibit represents?

A This 1s a list of the wells that are tied into the hun-
dred pound system of ELl Paso Natural Gas, and furnished by Mr.
Baulch.

Q Now, on Page 1 of the Exhibit there, under the wells
identifised as Continental 011 Companyts State A-2-1, located in
Section 2, Township 25 South, Range 37 East,is the well you re-

ferred to as not being in the Jalmat Pool--

e
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A Yes, sir, it i1s. That is the Justis.

Q It is, however, connected to the low pressure line?

A Yes, sir.

Q All right. HNow, what is the usual operating pressure of

that 1line?

A Well, normally, it will be approximately a hundred poundd
plus or minus a few pounds either way.

A} How, in connection with this hearing, did you have occas+
ion to check on the Watkins No. 2 Well, belonging to the Jal 0il
Company?

A Yeg, sir, I did.

Q And wnat did you find in connection with that well, as
to its operating condition?

A Well, at the time I checked it, which was 11/9/60, the

¢ hign line pressure, and it was left

ct

well was logged off due
down 11/10/60, and it was swabbed for eight hours 1/11/60. And yesH
terday evening the well was flowing in the atmosphere, driniting

very little gas on a full two-inch stream of water, and was unable

to go into the El Paso line.

Q Now,does the Watkins Wo. 2 make a sufficient amount of
water?

A Yes, it does; considerable amount of water.

Q Did you make any other observatlons in regard to that
well?

A I think the testimony already presented limited the lowepkt
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rate of flow that could be obtained and keep the well on the line
was approximately three hundred twenty-five MCF per day.

Q Now, how did you arrive at that figure that it would re-
quire an allowable of that amount in order tTo keep the well on the
line in its present condition?

A Well, that was actually taken by El Paso personnel and
read off of their meters and charts.

Q YNow, in order for that well to produce that amount, would
that exceed thie allowable assigned to that well?

A Under normal conditions, the way the allowable has been,
yes.

Q Wow, are you famllliar with the manner of arriving at the

allowable assignable to wells in the Jalmat Gas Pool?

A Yes, sir.

Q Briefly, what factors are used in order to determine thes
A Well, the acreage factor and deliverabllity factor.

AQ Do you know how much of the allowable was assigned to the

acreage factor under the Rules?
A Seventy-five and twenty-five. It slips my mind which it
is. I need some help there.

MR. GIRAITD: I think the Commission will take notice of

that fact.

Q (By Mr. Girand) Do you know how much acreage is assigned

to the Watkins No. 27

A Forty acres.
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(Whereupon, Applicantts Exhibif
No. 17 was marked for ldenti-
fication.)

Q Now, Mr. Watson, I hand you here what has been identified
as Applicant!s Exnibit No. 17, and ask you if you can state what
that instrument represents?

A This 1s an El Paso Natural Gas Company form which carrieg
the same information as the official State form on the "One-point
Back Pressure Test for Gas Wells for the Deliverability Test."
This first test was taken on l/1-3/60,and there was no deliver-
ability calculated due to the fact that on here there is a note
on it saying "Operator did not want well ghut in."™ And T think
the reason is obvious, due to the fact that if it 1s shut in, it
would have to be swabbed off.

Q A1l right. YNow, what did that show the rate of flow?

A The rate of flow was 292.3 MCF, and the line pressure
was a hundred nine pounds.

o) A1l right. low, directing your attention to the second
page of the Exhibit, of the regular flow as shown by that Exhibit,

I will ask you to state what that Exhibit 1s?

A Well, this is the same EI Paso form, "Deliverability Tes

——e

Q For wnat time? Taken wnen?

A For 2/20 throﬁgh 27, 1959. And the rate of flow was
747.8 MCF, at a static pressure of 305.2 pounds. And there was a
deliverability calculated for thls, which was 650.8 MCF per day.

Q Wow, directing your attention to the first page of the

1t
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Exhibit, that Exnibit falls to show any deliverabllity factor, does

it not?

A Yes, sir.

Q Is there a notation on Page 2 of the Exhibit of any sig-
nificance?

A Yes, sir, there is. The tubing pressure on thils well digd

not have any pressure on seventy-two hour shut in, which means that
itts logged off with water.
Q Mow in taking deliverabllity tests, Mr. Watson, have you

ever partlcipated in taking those tests?

<

A Wo, sir, I haven't directly.

Q Well, did you know the procedure that is followed in tak-
ing one to the extent -- from the time the well is shut in and
then the testing period bthereafter to determine the deliverabiliy

A Yes, sir.

Q A1l right. State for tne record what that is.

A Well, there 1s a free flow period consisting of twenty-

four hours. And then it is shut in pressure of seventy-two hours,
when  the shut in pressure is recorded on a tubing indicator, and
the flow data . - 1s used to determine the rate of flow of the
operating pressure.

Q All right. Taen, when is the test taken after the shut
in period to determine the--one of the factors used in the delivexz
ability?

A Would you state that agailn?

4

J
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Q

e

Well, after the shut in period, seventy-two hours, is
there any further testing in order to arrive at any factor used in
arriving at the deliverability of a well?

A Well, the tubing and casing pressure 1s recorded for
twenty~-four hours. 1 mean--

Q Is that immediately after the shut in period of seventy-

two hours?

A The twentbv~-four hours follouwlng the shut in pressure eq.
o & s ¥
Q Now, where you have a well making water, such as the WatH

kins No. 2, and the other wells near it, in thilis application, will
you state how long it would take you to bring a well back that 1s
making water such as these wells are making in order for them to
flow any gas in a twenty-four hour period after being shut in?

A Well, in the case of the Repollo~-~I1 mean the Watkins hers,
the most recently-- The well died on the 9th, and it was swabbed
for eight hours, and it was dead througn the 10th, and swabbed for
eight hours on the 1llth. And at six otclock yesterday evening 1t
was still producing nothing but water, and how much longer 1t will
take, I don't know. So, 1t would be a matter of hours or a matter
of days.

Q Well, in the case of thé Watkins well being shut in for
one day, after swabbing for two or three days, you haven't been
able to get it back on the line; is that correct?

A Well, it was swabbed for one day and unlocaded by itself.

And, as I say, I den't have the information that was available thi

Vi
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Q But, assuming that it had been subjected to a test such
as set forth by the Commission of testing the deliverabllity within
a twenty-four hour period immediately following the shut in, what
would have been its deliverability factor?

A Well, there would have been no deliverability.

Q In other words, 1t would be deprived of that factor, which
makes up seventy-five percent of this allowable?

A Yes.

Q A1l right. Directing your attention to the Eva Owen

Well No. 1, are you familiar with that particular well?

Q In connectlion with that well, did you testify before the
Commission in the November hearing?

A Yes, sir.

Q T mean October hearing.

A Yes, sir, 1 did.

Q How long had the Eva Owen Well been shut in?

A The Eva Owen was shut in on July 15th, 1958; and an undexp-
age was made up 7/20/59. That would be one year and five days.

o Q A1l right. Wow, after overage had been made up, were

you able to get the Eva Owen back on the line?

A Yo, sir. It hasnt't been producing at the normal since
the shut in period.

Q Did you make a study of what its production has been
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since 1t has been back on production in relation to the allowable
granted 1it?

A Yes, sir. It had been baclk on production for a period
of nine months, and these figures only take eight months. And it
has produced a total of 5,306 cublc feet.

Q All right. And how much was the allowable assigned to
that well during that period?

A Well, the allowable assigned to it was 29,000,181 cubic
feet.

6] And how much 1s 1t unproduced at the present time?

A Well, there was a new proration period took into effect
the lagt of December, which cancelled out the approximate 16,000,0(
that the well was under at that time. And it is now just a little
over 13,000,000 benind.

Q Yet, that was the well that was shut in at one time for
being overproduced?

A Yes, sir, for one year. And i1t looks to us like this is
a prime example of what is going to happen to the rest of them
in the very near future if they were shut in.

Q A1l right. Now, have you calculated the cost of putting
on a pump unit on that particular weil?

A Wot on that particular well. On the Dyer Wo. 3 it was
calculated, and itts estimated at eighty-five hundred dollars.

Q Have you made any cealculation in regard to the Owen or

the Watlkkins Well, elither one, as to the cost of installing a pump?

0
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A Well, the pump jack would be very similar to the one in-
stalied on the Dyer 3. T mean, the flgures would be used to one
and the same.

Q All right. Have you made any study as to the cost - for
producing gas through methods of operating a pump jack?

A Well, on the Dyer 3, estimated pay-out on the March, 1960
production, it will take sixteen and a half months to pay for the
inst;llation of the pump jack.

Q Would that also include the operating cost of the pump?

A . No, sir. |

Q About what are the Company figures, if you know, of the
operatdng cost that is more or less a fixed charge to each well
operated in that manner?

A It is one nundred and fifty dollars per month.

Q Did you calculate about how long it would take, consider-
ing the hundred fifty a month flat charge, plus the cost of putting
in the pump and unit?

A No, sir, I did not.

Q But just on the basis of the cost of putting in the pump,
it would take some sixteen and a half months to pay for the well af

the present allowable--

A Yes, sir.
Q --in order to.pay for the cost of the pump?
A Yes.

Q Would that be true on all the wells, such as the Watkins
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2 and the--
A Well, it would take longer 1in the Eva Owen and Watkins
2 due to the low acreage. Tlat would be just in proportion to the
acreage factor, or almost proportional to it.
(Whereupon, Applicantt's Exhibilt
No. 18 was marked for identi-
fication.)
Q Mr. Watson, I hand you what may be identified as Appii-

cantts Exhibit No. 18, and ask you to explain what that instrument

represents?

A This is also an E1 Paso chart, El Paso form,which we used.

One-point Back Pressure Test and Deliverability. And it is on
the Eva Owen Wo. 1.

Q And what period does it cover?

A It covers 3/6 through 13 of 159.

Q Yow, what does the second page of the Exhibit cover?

A It ig the same deliverability form, and it covers from
5--the day of the test is 5/16/58.

Q Jow, does the Exhibit bear any notation in regard to
the particular well as to the condition found by the tester?

A  Yes, sir, it does. Under the remarks at the bottom of
the page it says: "The shut-in used to calculate this test was
taken from the nearest offset well (Sun-Lanehart #1," as requesteﬁ
by the New Mexico 0il and Gas Commisslon.

Q And it actually wasntt a deliverablility test of the Eva

Owen No. 1 as set forth in the Rules?
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A Yes, sir, it was.

Q You say it was a deliverability test as set forth in the
Rule?

A Well, 1t was in the effect that at the time, according t¢

this note, the shut-in used to calculate this test was taken from
the nearest offsei well which was provided for in the New Mexico
0il Conservation Commission Rules, that an offset well could be

used 1f 1t wes unable to be shut-in.

Q All right. Xow, are there any notations on the first page

of Exhibit No. 132 Any of any importance to this--
A The same notation that was on the Watkins No. 2, "the

U which indicates

tubing did not have any pressure on the shut-in,
that the water in the tubing is balancing out with the gauge pres-
sure, as logged off.

Q Wow, what differences can you determine between the two
}pages, that is, the page covering the test for 1958 as compared to
the test in 1959, to show that this well is either losing pressure

or capability to produce, if any appears?

A Well, although the deliverability 1s lower on the 1959

test, the rate of flow is less, and 1tts producing at a lesser tub4

ing pressure and line pressure. And there was no casing pressure

taken on the 158 test, so you can't compare that. 8o, even though
the deliverability is lower, the well 1s actually.--the pressures

are all lower, tubing and casing both.

e

S

Do you have any opinion as to what 1s causing the pressuj

o

=
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to be reduced?

A Well, the whole area in the Jal area is-~-the pressure is
dropping 1n the whole area due to the lower line pressure. And
also, the increase in water, as the wells produce more gas.

(Whereupon, Applicant!s Exhibif
No. 19 was marked for identifil
cation.)

@ Now, Mr. Watson, I hand you here an instrument identified
as Applicantts Exhibit No. 19, which contains five pages. Can you
identify that instrument, please?

A Well, the first and second pages are E1 Paso Natural forms
the deliverability calculations. The fourth and fifth forms are
"Multi-point Back Pressure Test for Gas Wells; E1 Paso Natural Gas
form. Also containing the same information that is filed on the
official New Mexico form.

Q A1l pight. How, directing your attention to the Exhibit
and on page three thereof, being the test for April, 1958, what is
the deliverability factor shown there?

A Two hundred forty-eight MCF.

Q All right. Wow, for the testing period of March 1l3th,
1959, what 1s the factor shown there?

A Two hundred eignteen point eight MCF.

Q Is there a notation on that second page in regard to the
1959 test?

A Yes, sir.

Q Read that into the record, please.

pf
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A The note here, "The pressure was taken from R. Olsen
Winningham Wo. 3-- or "P sub c¢ was taken from R. Olsen Winning-
ham No. 3 well and could not be shut-in due to water logging off
well bore.m

Q All right. HYow, on the first page of the Exhibit, being

the report for April, 1960, what is the deliverability factor used

there?
A It 1s calculated at 156.L MCF.
Q In other words, nearly 200.differential between April of

1958 to April, 19607

A Nearly 100.

Q One hundred. Thatts right. I stand corrected. Now, in
connection with the Dyer Ho. 3, did you make any further study in
regard To the production nabits of that well?

A I checked the charts after the weli was put on the pump
jack, and those production charts show a very unstable producing
condition even with the pump jack mecving the water.

Q Is it your testimony that the installation of the pump
jack in itself was not an answer at all to the wells produclng,
such ag these wells are being produced?

A What was that question?

Q That installation of a pump Jjack 1s not an answer at all
to the producing of wells being produced where they have water in
the production formation?

A Well, itts the best we can do right at the present time,
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I mean.

Q Does the installation of the pump itself answer all the
gquestionsg?

A No, sir. TFrom the indication on the chart, it looks

like it's goling to log off even with the pump jack on.

Q Based on your observatlon of the Dyer No. 3, did you feel

that that was the well that would be regulated just because it did
have a pump jack on and protect your reservoir?

A I don't think it can be regulated close enough to entirel
eliminate the problem we have here of overproduction, no.

Q In connection with your study of this application and ths
wells involved in this application, Mr. Watson, did you arrive at
any conclusion that the rate of flow that these wells could maintal
and still be produced witaout loss to the reservolr, or loss of
their reserves?

A Well, about the only way they can be produced and prevent
elther abandonment or loss of reserves, or both, is the way they
have been produced.

Q
to be allowed these wells at this time in order to maintain them?
| A Well, itts golng to be somewhere in the neighborhood of

three to four hundred thousand a day.

Q A1l right. And wnat would be true in the Eva Owen?
A Well, if there 1s a pump jack ilnstalled, itts going to
change the conditions there to where-- I mean, I think each well

Well, now, what would be the rate of flow that would have

J

n
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will pretty well have to stand on its own. But under the present
conditions, it won't even produce, so I have no way of-- It's goin
to have to go to a different medium of producing before we can
come to any conclusion how mucn i1t will produce.

Q You were famlliar with the Eva Owen No. 1 Well orior to

the time it was shut-in, were you not?
b

A Yeg, sgir.

Q At the time that 1t was shut-in, do you know why it was
shut-in?

A It was overproduced.

Q At the time i1t was shut-in, was 1t capable of producing

more than the daily allowable that was assigned to 1t?

A Yeg, gir, but I don't recall how much the daily allowabld

be

was.
Q Do you know whether or not itt's comparable to the dailly

allowable assigned to the well at the present time?

A Yes, sir, 1t would be.
Q Was 1t more or less taan the presently assigned allowablg
A Well, at that time I think the allowable was a little

3

nigher than 1t is at the oresent time.

Q At that time, or at the time it was shut-in, it was cap-
able of making that allowable, was 1t not?

A Yes, sir.

Q And at the present time it's incapabvle of making that

allowable that hias been assigned?

2

(]
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A Thatts correct.

Q What do you attribute that loss of productivity to, if
anything?

A Well, avout the only thing 1t can be attributed to 1s by
the shut-in period; allowlns the water to move on in around the
bore hole, and enough so that 1t won't go ahead and flow down.

Q

"

As an engineer, Mr. Watson, what 1s your opinion as to
the solution of allowing operators having wells,such as the wells
in question here, to continue to produce their wells In an economiq
manner, and yet at the same time not turning them entirely loose,
but prorate them in such a manner as to afford equal protection to
all operators who have wells operating in the same manner these
wells are?

A Well, 1t has occurred to me that the whole south end of
that field down there, the pressure 1s droppling and the water is
increasing, and not only in our wells but everybody's wells in the
area. And it looks to me like it's right around the corner wnere
all of these well will have to be elther disseminated in a differ-
ent pool, and, say, South Jalmat Pool, and taken out of the de-
liverability and the shut-in period of the proration. I mean that
might not be the solution that we want, but it i1s a possibility.

Q Well, in parlance ofthe c¢ill industry, are they considere

wells such as stripper Wwells or wells on their last leg?

A They are definitely on their last leg.
Q And if they are not procuced properly, the reservoirs

ba 1
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attributable to the acreage'would be lost, would they not?
A Yes, I believe they would.
MR. PORTER: We will have a ten~-minute recess.
(Short recess)
Q (By Mr. Girand) Mr. Watson, you have previously testi-
fied that you appeared on benalf of the Jal Oil Company in connec-
tion with the hearing this October, 1959, wherein the Repollo No. 1

Well was one of the wells, subject matter, of that hearing; is thaty

correct?
A Yes, sir, it 1s.
8} In connectlion with the Repollo No. 1 Well, and using it

as an example of what may or what we anticipate will happen on sub-
ject wells, will you state tc the Commission just what you observed
in regard to the performance of the Repollo No. 1? That is, in
regard to the reserves attributable to 1t, its production habits
and manners, and what happened after the well was shut-in?

A Well, from the com?letion date in 1950, July, tﬁe well
produced one year and ten months into the El Paso six hundred pound
system. And in March 1953,‘the pump Jjack was installed, and the
well was still going into the two hundred fifty pound system at
that time. Yow, 1t produced a total of five years and eight monthy
into the two hundred fifty pound system, and at that time the watex
volume became so great that it wouldn't make any gas, and the line
pressure was dropped in the area to one hundred pounds, and we cond

tinued to make gas for two years and nine months more. Now, thatt?s
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a total of one hundred eleven months production history on the
well. During that period we produced 2,18l,353 MCF, which the re-
serves were given some 6,000-- T don't have that total reserve
figure, but the unrecovered reserves were l,100-~or 1,179,063, whig
leaves us recovering approximately one-third of the reserves at-
tributed to the lease. And the total months that the well produced
and the total gas volume that was made, it figures out that the
average production per month was about 9,679 MCF per month for thaf
period c¢f nine years and three months. Now, this well was allowed,
through the sanction of the Commission and the El Paso Natural Gas,
to produce unrestricted for that period of time until it was shut-
in sometime in, I believe, July of 1959 for some test. And since
that time the well has gohe to nothing, and as far as we are con-
cerned, it's gone forever.

Q But 1t was producing gas up to the time it was shut-in
for the test?

A Yes, sir, it was.

Q 411 right. Now, basing your answer on your knowledge of
the area in the Jalmat Pool, and particulérly this area in the
south part there where the wells have made water, is it your oplin-
ion that the same result will be realized on the subject wells herg
such as the Dyer No. 3, the Eva Owen, and the Watkins Wo. 2, if
they are required to attempt to produce under the allowable?

A I think itt's reasonable to compare the production from

those wells with the Repollo production, and T think the results

h
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that have shown up in the Eva Owen very distinctly bear that out
due to the one year shut~in period, and then we are unable to get
the well back on vroduction at the present time. And there is an-
other thing here on that. The total reserves are much more than
what has actually been recovered. 1 think the unrecovered reserves
were 1,893,532 MCF.

Q Well, is it your-- Pardon me, go ahead.

A The allowable for the last nine months from July '59
through March of '60, the allowable attributed to that well was
3,677,000 cubic feet per month. And at that rate, the unrecover-
able reserves-- 1 mean, 1f it flowed that rate every month,the
unrecovered reserves would take five hundred fifteen months to
actually recover, which is a little blt out of line. We know 1t
won't produce that long.

Q Basing your answer on your knowledge of the area, and pany
ticularly of the wells, do you believe that it is praotical from an
economical standpoint to require these wells to be shut-in at any
time?

A From our experience that we have had, no.

Q Do you feel that any requirement to have them shut-in at
any time would result in a loss of and waste of gas in place?

A Yes, sir, I do.

Q A1l right. Do you believe‘that these wells should be
exempt from such test as the deliverability test as called for by

the Orders 967 and 10G2-A%
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A Yes, sir, I do.

Q In that connection, though, can these wells be maintained
at the existing allowavle assigned to them under the producing
methods that are required in order to obtain gas from well bores?

A Would you repeat that, please? -

Q Well, by the same token, based on the allowable that is
assigned to these wells at the present time, can they be operated
without being shut-in for overproduction?

A Well, the Dyer and Watkins canrnot. The Eva Owen can't
make its present allowable under the present conditions.

Q At the time the Eva Owen was shut-in, though, it was mak-
ing more than the allowable because that was the reason it was
shut-in?

A Yes.

MR. GIRAND: I believe thatts all.
MR . PORTER: Mr. Payne.
CROSS-EXAMINATION

BY MR. PAYNR:

Q Mr. Watson, would you give me the acreage that is dedi-
cated to each of these wells in amount; not by quarter-sections?

A The Dyer No. 3 has 160 acres.

Q Yes, sir.

A The Eva Owen has 80 acres. And the Watkins Wo. 2 has 1O

acres.

Q Now, Mr. Watson, are you familiar with the assignment No.

DEARNLEY - MEIER & ASSOCIATES
GENERAL LAw REPORTERS
ALBUQUERQUE, NEw MEeXico
Phone CHapel 3-6691




65

9 in Order R-520, dealing with the Jalmat Pool?

A I dontt recall what it is, no, sir.
Q Wwell, reading No. 9, Mr. Watson, it states 'one gas well
On‘the Jalmat Pool can sufficiently drain 640 acres." Now, do you

believe that?

A Given enough time, I assume it can.

Q Well, sir, you have testified now that if the gas doesntY
come out of these wells, it's golng to be lost. Now, why isn't it
going to be produced from another well on the section?

A Well, at the ratevthat water is encroaching,it will--1I
think the gas is bound to be by-passed and left in place. And I
dont't see any other way it can happen.

Q So, some might ve produced and some might be lost?

A Yes, sir.

Q Now, Mr. Watson, do you know where the water can come frag
that is being produced through these three wells?

A No, sir. I only know the Watkins-- We know itts coming
out of that twelve foot--

Q Have you had any analysis made to show whether itts salt
water or fresh water?

A Well, itt's a brackish salt water. It's neither salt nor
fresh water.

Q Now, has Jal 0il Company investigated to determine wheths
thereis a casing leak or whether the water from the Santa Rosa

might be coming down the side of the pipe due to deterioration in

m

r
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your cement job?
A Not té my knowledge, no.
Q Dont't you think it would be of value to Jal 0il Com-
pany to know where this water is coming from? |
A Yes, sir.
Q Now, Mr. Watson, was there a correlation between the

water production and the depth of the pergorations, or the depth to

PP T
e RN X
4 -

which the well was drilled and nobt fteod back?

A You mean it did as far as sub-soil or compared to other
wellg?
Q No. What I am getting at is, is there any correlation

W

between the water production that you see out of these wells and th
depth of the perforations? What I am still trying to get is, where
is the water actually coming from?

A Well, it's normally assumed that the water would be cominf
out of the lowest zone in the well bore, but I don't think that is
the case in your Yates Section. And then I think it's been found
even in some wells further north of us there, that each sand lens of
Sand productive zone carries some fluid with it. It isn't confined

to just one zone. Our problem would be simple if it were.

Q You feel, then, I take it, that water is coming from the
Yates--

A Yes, sir.

Q --formation. WNow, is 1T possible that since you completgd

your Watkins No. 1 with approximately six hundred feet of open hole
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in the gas section, that this water can be coming from the Queen
formation due to your completion job on the Watkins No. 1, and that
i1s where the water is coming from that you are getting in the other
three wells?

A ¥o, I hardly believe so, because the history on that wate

introduction there is more or less an overnight proposition, and we
test that Queen Section well enough to know that there isn't that
much oil in it.

Q That much water?

A That wasn't there, that much water in it. There was a
considerable amount of water, but the oil was very light, and it ha
been plugged bacxk. I don't recall the depth of that. It's been to
far back. But it was plugged back into the Yates Section. I don't
Know whether the records show it or not, but it was actually ce-
Mented back to the bottom of the Yates, or near the bottom, if not

in the Yates.

Q What about the possibility of remedial work to shut off
that water?

A Well, which well are you talking about?

Q On all three. |

A On all three. Well, in the Watkins 2, I dontt think ther
is any question about it. If you shut off the water, you would shy
off the gas too.

Q

"]

You pelieve in that well, at least, the water is coming

in through all the perforations?

]

[
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A It¥s just a necessary evil. If you are going to produce
the gas, you are golng to have to take the water with it. And I
have never been successful in plugging off water in the Yates yet.
Now, it might be possible to do, I don't know; but I have never
successfully accomplished it myself.

Q Well, now, is that what you are going to attempt to do
with the two wells that you depleted Ifrom your application? T
believe there was some testimony that there was going to be some
kind of work done on them.

A I think that will be in the neighborhood of a crack joj

Q Now, your Legal Well was shut-in in March, wasntt 1t?
Your Legal No. 2% |

A T don'ﬁ know.

Q

]

The end of Marcn?

a It was shut-in-- TLetts see. This is the 12th. I think
maybe 1t was shut in the last two or three days of March, and then
opened back up and then shut back in now.

Q

3

Well, now, when you started producing it in again in
April, did you find that it was logged off?

A Yes, slr, it was.

Q You had swabbed it in?

A I dontt know whether i1t was swabbed in or not. That coul
probably be better answered by one of the Company personnel, becau
I didn't start checking it until a few days before the hearing. I

am not familiar with whether they did or didn't swab it off, altho
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I do know that i1t had to be either blown in or swabbed off. I dont
think they swabbed it off.
Q Now, as I understand your free piston method of produc-

tion, in order to lift the water you have to produce gas?

A Yes, sir.
e Now, how does the pump jack method work?
A Well, there hasn't been very many pump jacks used in that

manner. As far as I %now, tne Repollo was probably the first one
in New Mexico. 7You can produce it in that manner; you can producy
gas out the casing and water out your tubing. And there is enough
water. The low pressures that we have down there, if you get the
tubing loaded with water out of your bore hole, there‘is no chance
of it blowing around to the tubing. I mean, all your gas has to
come out of your gas casing, because there is not enoqgh casing
pfessure left in it to push that water, a full load of water, out
the tubing. So the way it's produced, it is pumped out the tubing
and the gas flows out the casing.

Q And the pump 1s avove ground, your water pump?

A Yo, sir,the water--it's a subsurface pump. It's just a
regular oil pump. No difference.

Q Now, what you are interested in is keeping your water

unloaded, I take 1t?

A Yes, sir.
Q Conservation rather than getting more gas than your
nelghbor?

p
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A I think the Company would be entirely willing, if it wers

A4

possible, to cut it back as much as the Commission desired. I
mean--
Q Well, now, the thing that bothers me, Mr. Watson, why

2

cantt you shut in your casing, which your gas 1s produced through,

v

and pump your water out, and not have gas production along with it
4 Well, you would get a small amount of gas, and it may
be possible to do that.

Q Well, now, couldn?'t you then shut in the casing, take

W

the water cut of the tubing and such gas as comes out witﬁ i1t, hawvs
a separator ané’then run that to your gas sales; and wouldntt that
figure ve less than the allowable presently assigned to the wells?

A If at such time as the well doesnt!t produce enough water
to be flowlng water and gas out of the casing, as was the case of
the Repollo., HWow, I mean, on the Dyér 3, I meant I don't know
enough about the well. Itts just recently been put on the pump
jack, and it hasn't been thoroughly established as far as the
posgssibilities are concerned, but in the case of the Repollo, it
was flowing water and gas out of the casing and all, more water
than we could blow out of it. So, it did flow out the casing a
long time. So, eventually the water will go clear over. And when
you shut the casing in, and after your water volume becomes so
great, you can!'t produce anything but water out of your tubing,
and your casing will still be loaded up.

Q

4]

Well, it will still be loaded up, but you will be pro-

DEARNLEY - MEIER & ASSOCIATES
GENERAL LAW REPORTERS
ALBUQUERQUE, NEwW MEXICO
Phone CHapel 3-6691

- v




71

ducing the water as it comes in, won't you?

A A certain portion of it, yes.

@ And, now, what is the bottom hole pressure on each of
these three wells? Do you have that?

A No, sir, I don't have the bottom hole pressure.

Q Well, what 1s the approximate depth of the o0il?

A About twenty-nine hundred.

Q Now, 1f you keep the tubing full of water by this pump
jack method and keep pumping the water out, isn't the hydro-
static head goling to be sufficient to keep the gas from being pro-
duced out of that tubing?

A Yes, sir, it can Dbe.

Q So, then, it loocks like you could unload your water with
out producing gas?

A It's possible to unload some of it. Now, whether you ar
going to unload enough of 1t to keep it from logging off, that's
kind of a trial and error method, after you get your operation
going.

Q I see. Mr. Watson, nas the Jal 011 Company considered
the possibllity of reinjecting the gas, either into the well which
produced it, or into an adjacent well?

A I can't speak for the Company on that.

Q Well, these wélls are falrly adjacent to each other,
aren't they? They are close to each other?

A Well, there is four of them pretiy close together, and

j22)
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then the other one 1s about seven, eight miles off.

Q Well, now, couldn't you install a central compressor,
reinject this gas back into the reservoir, and thereby unloading
your water and still keeping your producing rate within the allow-
able?

A Well, a small amount of gas involved in this whole situad

tion wouldn't warrant setting a twelve, fifteen thousand compressor,

I dontt believe.
Q Well, lett's talk about that a minute. T believe you
testified that these were on their last legs, or Mr. Girand there.

And on the other hand, your reserves snow, oh, approximately two

A4

hundred thousand dcllars worth of recoverable gas for each of thes{
wells.
A Well, let me ask you this: Do you think just subjecting

our gas in that two or four wells that would be involved would be

enough to keep that water from just flooding the whole situation ngw?

Q Well, I am not the one testifying.
A It was your suggestion.
Q Thatts what I am trying to find out from you. Wow, youlye

got two hundred tnousand dollars of reccverable reserves in each

one of these wellsg, approximately. Surely you wouldn't mind spending

twenty-five thousand dollars to get it. By the way, how are these
reserves computed? Was that a pressure production decline method
éﬁ (1..7 ,j; 3“%‘),1. o
' inawyougﬁvolume analysis?
g

A T don'!t know how the man computed 1t.
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) And Jal 0il Company, as such, hasn't actually made a
study of the reserves, other than hiring--

A An outsider.

Q And the line pressure which was checked out was approxi-
mately a hundred pounds?

A Yes, sir. I mean 1t will vary from sometimes ninety-six

up to maybe a hundred fifteen or elghteen pounds.

Q Just depending on--
A Just depending on how well E1l Paso!'s compressors are
running.

MR. PAYNE: Thank you.
MR. PCRTER: Mr. Nutter.

QUESTICYS BY MR. NUTTER:

Q

Y

Mr. Watson, Jjust exactly what do you expect to accomplis
in the manner of operation that you are seeking in, an opportunity
to try out nere? 1In other words, if the Commisslon should grant
you the relief that you have requested on the Watkins Mo. 2 Well,
for instance, how much gas do you think you would be able to pro-
duce?

A You mean out from the recovery?

Q Per month.

A Well, T think the testimony established that it would
flow at the rate of about three hundred twenty-five MCF per day,

which, I am sure they would be willing to keep it-~- I mean, just

as long as it's flowing and keeping the water off the formation,

Y
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thatts all we are asking.

Q Well, now, haven't There been times when in that welltgs
life, as shown on the chronology of ?he activities here, when the
well was producing something like less than that amount Qf gas and
didn't seem to be logging on?

A Well, itts possible that it might have.

Q I notice here on November 26th to November 30th the well
produced nine hundred eighty-seven MCF. This is the Watkins No. 2
Well; it produced nine hundred eighty-seven MCF. And it doesntt
appear that there was any trcuble until you changed the orifice
from three-quarters to one-quarter to see if you could produce les
gas and not log off.

A Well, that!s correct. I mean they were attempting to
establish a lescer amount of gas, a lesser rate of flow, the leas
amount of gas that could be supplied per day and keep it on the
line.

Q

&

But this is considerably less than the amount of gas

just mentioned that the well would produce and not log off?

A Well, now, maybe I misunderstood you.

Q You said something about three hundred twenty-five MCF
per day.

A Yes, sir. Just a second; let me check. What date were

you referring to?
Q This was Wovember 20th to the 30th, which would be nine

days. It was averaging Just a little over a hundred per day,
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wasntt it?

A Well, it doesn't say what date the orifice was changed,
does 1it?
Q I assume that the crifice was changed at the end of the

nine-day period. Was that--

A Well, in case it did, it was only making a iittle over a
hundred MCF per day,--

Q Now,--

A -~ But then you go on from December lst to the 8th, the
well produced two hundred twenty-one MCF and died and would not

blow ,around.

Q This was with the quarter inch orifice?
A Yes.
Q So, 1t would appear that a quarter inch orifice would

cause 1t to locad up?
A Yes, sir.
Q Now, what system of production deces this Watkins No. 2

use? Was this a floating piston well?

A Mo, sir. There was no mechanical device on it.

Q This is just making as best as it can-=-

A Yes.

Q -=-pumping the water as it comes out of the formation?
A Rignt.

o) Now, on your Dyer No. 2, that 1s the well that has the

pumping jack on it now?

DEARNLEY - MEIER & ASSOCIATES
GENERAL LAW REPORTERS
ALBUQUERQUE, NEw MEXICO
Phone CHapel 3-6691




76

A Yes, sir, 1t is.

Q How much do you think you will be able to produce if the
Commission grants you the relief you requested, using the pumping
jack?

A Well, the deliverability is only one hundred fifty-eight
MCF.

Q Now, is that deliverability test taken with a pumping
jack in operation?

A Yes. And if T may check pack and see what the-~ The
rate of flow at that deliverabllity was two hundred fourteen MCF
So, I don't think it would be over that. I think it could be kept
to that.

Q What was your average in the period of February 22nd to
March lst? Your pump was running to keep the formation clear
of water and produced eleven hundred ninety-two MCF of gas during
that period. How much would tnat ve?

A Thatts still on the Dyer; right?

Q Yes, sir, this is the Dyer.
A Give me those dates again, please.
Q Was February 22nd and March 1.

A That would be eight days. An average of that wou d be
a hundred forty-nine MCF per day, would 1t not?

Q T belleve thatt!s somewhere 1n the neighborhood of the
figures. Now, referring to the Eva Owen No. 1 Well, what is the

method of production on this well?
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A Well, up until this last go-around, after it was shut-in]
it was producing on a piston at the time it was shut-in, and 1t haj
been attempted to produce it on the piston since then, and unsuc-
cessfully.

) From the chronology of activities here on Exhibit Wo. 10|
it doesn't appear to presently be producing any rate of production
that has been particularly successful on this well, has it?

A That!s correct. I mean, as far as the piston or even
able to flow into the line at any rate, I think it!'s passed.

Q Is it your intention to place a pump jack on this well?

: I can't say. I haven't talled to the Company people
to see, oput I assume--

5} Can a pump Jjack be placed-=-

A --1f there is any more gas to be produced, it's necessar)
yes, sir. However, the pay-out on that particular project will
be in accordance with the acreage factor. And I think I stated,
as on the Dyer 3, 1t would be about sixteen and a half months pay-
out, and it will be approximately double on this?or thirty-two to
thirty-six months on the Eva Owen.

Q You are assuming there, for the purpose of making a cal-
culation, that you wouldn't get any relief, and that you would have

to operate under the Commissionts allowable for the well; is that

correct? !
A Thatts correct.
Q Now, 1f you would get this relief, and you were able to

2
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produce the well with a pump jack, how much gas would you make?

A We don't know. We may not be able to even make what it
made before. That is something that nobody can answer, I don't
think.

Q Mr. Watson, has any attempt ever been made on any of
these wells to install a smaller dliameter tubing to see if that
would increase the flow?

A I believe not.

Q In some instances, isn't it true that installing a
smaller tubing will improve flow efficiency?

A Well, now, I haven't had any experlence along that line,

so I can't say. But it stands to reason, T mean, from an engineej

ing and 1ifting standpoint that 1t would possibly help it.

Q I noticed on one of these Exhibits one of the wells had
two incn tubing and one had two and a half inch tubing. What ¢id
the third well have, do you know?

A Mo, I can't say wnat--

Q I believe the Exhibit reflects that you had two wells

with two inch tubing and one witl: two and a half inch tubing. I

stand corrected. Two of the wells have two and a half inch -~

A Two have two and a half.
Q --and one has two inch.
A Well, itts possible that 1t would have had a longer flow

ing life with two inch. TI'm sure it could have been somewhat longg

I mean, itts a 1little blt--

o=
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G I suspect they have had a longer life by having tubing
in them than they would have had 1f ycu hadn't had the tubing on
them?

A Yes. There 1s no question in my mind about 1it.

M. WUTTER: T belleve thatts all.

QUESTIONS BY MR. UTZ:

Q Mr. Watson, do you have coumpletion data available there
to answer some guesticns in regard to the total depth?

A I believe we ¢o. Just a second. Which one would you
prefer first?

Q I would like to know what the total depth is on the Wat-

\
A Casing was set through on that well.

Q Casing was set where?

A The casing was set tharough the pay, and the plugback

deptnn 1s 2968. Just a second here, I will get the TD, where it wa

drilled to. I think it was drilled to a total depth of 2987,

=y

and 2972 feet of five and a half casing was run and cemented.

[ €2}
pte

Q Casing was set at 29737

A Well, there was 2973 feet of casing run, and 1t was set
at 2983. Direct floor measurements.

Q So, you have avout three or four feet of open hole below
the casing; 1s that correct?

A Yes, sir. Itts approximately three feet, because this

is 2983.7.
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Q Was your tubing set at 23697

A T will nave to checl: because I am not sure. Yes, sir,
23869.

Q Well, that would leave about eighteen feet of hole

below the bottom of the tubing; is that correct?

A Eighteen foot below the bottom of the tubling? If you
saild it was set at 2369, there would be approximately a hundred
feetv.

Q Thatls right Hundred nineteen feet. Do you think itts
possible the water could ve coming from that hundred eighteen feet
over--

A Well, we are still tallking about the Watkins 27

8] Thatts risht. You have some open hole below the base of

the shoe, five and a half casing shoe.

A Well, thatls only three feet.

A} Well, yes, thatl's true.

A Your perforation is there to 29L2 to 5. And itts--

Q Do you think there 1s any water in that open three feet
of hole?

A Well, I can't say whether there 1s or isn't, but accord-

ing to the core, it sure didn't look like there would be. It was

hard dolomite.

&) There would not ve?
A Yes, There woulda't bve.
Q You really don't know wihere the water 1s coming from in
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this well?

A

ags the exact

O

OH ox O

Q

below itne
A
Q

or not?

Except itts coming through those perforations. As far
place where 1it's coming from, no.
Dc you know whether the cement job is cpen?

Ags far as I “now, it hasn't been tested.

Is this well producing through the tubing?
Yes, sir.

Now, on your Owen No. 1, do you have the total depth for

Total depth is 2775,

was set at 2772.

tuolng has been changed two or three differ-

It shows to be two and a half tubing at 2772.

Then, do you have approximately four feet of open hole

Al

tubing

i.J-

Yes, slr,

Do you know whetiier any water 1s coming from that zone

ot for sure, no, sir.

You haven'!t tested the well to find out?

Ag far as I know, no, 1t hasn't been.

Ts that well vroducing through the tublng?

Yes, sir. Well, 1t was. Itts dead now.

Pardon?
died

T say it was producing through the tubing before 1t
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Q It's not producing at all,now?

A Yo, sir.

Q On the Dyer Wo. 3, what 1s the total depth of that well?

A Total depth is 2977.

Q And the two and a half inch tubing was set at 29607%

A Well, I suspect that that tubing was changed in this
recent installstion of the pump jack. . I don'!t know.

Q Tnis well does have a pump Jack on 1t?

A Yes, sir. Well, now, itt's flowling gas through the cas-

ing and water--pumping the water through the tubing.
Q Actually, it would have seventeen feet of open hole belof

the tubing from which the water 1s belng pumped?

A Yes, sir.

Q Do you know whether or not the water is coming from this
zone?

A Wo, I don't know.

Q You haventt tested tne well to find out?

A Mo, sir. It hasntt Dbeen.

MR, UTZ: Thatts all I have.
MR. PORTER: Any furthur questions?
MR. UTZ: One further questlon.

QUESTIONS BY MR. UTZ:

Q Do you have any idea where the gas and water contact is
in this area?

A Mo, sir. As I stated before, it has been found that the

LN
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water, each individual sand, will usually carry some fluid, whethet
it's high or low. And as you go north of Jal, your casing will
carry a little oil in the top section and produce dry gas out of if.

Q Do you think you have a partial water-dry in this area?

A Evidently, it has to be, because I don't xnow of any othdr
area where there is water in the Yates like there is in this area
we are talxing about right here. Now, how it got there, I don't
Know, but I would assume it is a week or semi-weak, but actually,
it's getting stronger water drive.

Q (By Mr. Payne} This hasn't always been present in this
interval?

A Yes, sir. On the Dyer 3, and the Legal 2, and the Jen-
Kins are all right in one year, and they all make a small amount of
water on completion.
QUESTIONS BY mMR. UTZ:

Q But there has been an encroachment of water?

A There has been an encroachment as time has gone on.

MR, UTZ: That's all I have.
REDIRECT EXAMINATION

BY MR. GIRAND:

Q Mr. Watson, I believe they have suggested certain things

Such as pumping the water and compressor stations, changing the tub

ing, things of that nature. Do you feel that the wells in their

present condition would warrant the expense of such operation with-H
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out knowingz what the results would be?

A Well, it's just a gamble whether you would ever see the
money again, I mean, as far as anything you do. The installation
of a pump jack seems to be the safest way out over an extended

the wells are shut-in even with the pump

[

period of time. 3ut 1
jack on them I am not sure what the results are going to be.

MR. GIRAND: I believe thatt!s all.

ped

R, PORTER: Any further questions of the witness?

MR. GIRAND: T want to reoffer all Exhibits, 1 through

185.

MR. PORTER: Without objection=--

MR. GIRAND: Well, Exnibits 1 through 19.

MR. PORTER: Without objection, the Exhibits will be ad-
mitted.

(Thereupon, Applicant!s Exhibi
1 through 19 were received in
evidence.)
MR. PORTER: The witness may be excused.
MR. GIRAND: That's all we have to offer at this time.
MR. PORTER: Does anyone else have any testimony to offe
in this case, 1941? Anyone have a statement to make? Mr. Kastlen

MR. KASTLER: Bill Kastler from Roswell, New Mexico,

g Gulf 01l Corvoration. Gulf 1s an independent offset

[}

representin
operator interested in the outcome of thils case; our offset lease
covers Section 32. We feel that no legal or equitable reasons for

extending this exception has been shown in this case, which now

ts
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exists under the present Jalmat Field Rules. And, therefore, we
enter our opposition.

MR .PORTER: Mr. Bratton.

MR. BRATTON: Howard Bratton, Roswell, New Mexico, ap-
bPearing on behalf of Humble 0il & Refining Company. Humble objectsg
to the exception of Jal 0il Company Owen Well No. 1, Dyer No, 3,
and Watkins Well No. 2 from prorationing of--according to the Jal-
Mmat Rules and Regulations for the reason that we are also operator%
in the Jalmat Gas Pool of properties in close proximity to two of
the subject wells, and feel that exemption of these wells would
rule in violation of our correlative rights. The exemption of one
operator in a pool from prorationing would be a violation of the
correlative rights of the other operators who must remain subject
to the Pool prorationing Rules.

MR. PORTER: Anyone else have any statement to make? Mr
Hughston.

MR. HIGHSTON: R. L. Hughston, Shell Oil Company. Shell
Oil Company is an operator in the Jalmat Gas Pool, and is opposed
to the granting of the Jal Oil Company's requested exceptions. We
in general, feel that the removal of prorationing in a selected
area of a competitive reservoir is a bad thing; that the prorationt
ing formula of the Rules, whether they are popular or unpopular,

should pe applied uniformly and equitably to all operators in the

Field; that the correlative rights of the operators will be affectgd

to the injury of some, and to the advantage of others. Here, if a+
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exception is allowed, the effect on the correlative rights of othed
operators might be smalli, but a bad precedent would be set. We
think that Jal should be limited to the method of others in Jalmat
Field who are faced with the water problem, which method is through
the use of remedial measures.
iR. PORTER: Anyone else have a statement to make? The
Commission will take the case under advisement.
* * %k
STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO )

I, THOMAS T. TOMKO, Court Reporter, in and for the County of
Bernalillo, State of New Mexico, do hereby certify that the fore-
going and attached Transcript of Proceedings before the New Mexico
Oil Conservation Commission was reported by me in machine short-
hand and reduced to typewritten transcript by me, and that the samg

is a true and correct recora to the best of my knowledge, skill and
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WITNESS my Hand and Seal this, the }45/ day of 625ZLvl/

ability.

’

A.D. 1960, in the City of Albuquerque, County of Bernalillo, State.

of New Mexico. : |
A
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My Commission expires:
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